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Over  10,000  drinkers  across  the  country 
have  compared  the  taste  of  Imported  Windsor 
Canadian  to  the  taste  of  Seagram's  V.O. 

And  they  chose  the  mild,  smooth  taste  of 
Windsor  over  V.O.— 57%  to  43%. 

If  you're  a  Windsor  drinker,  that  will 
come  as  no  surprise.  But  if  you're  not,  try  the 
taste  of  Windsor  and  find  out  for  yourself 
why  it's  the  Canadian  that  stands  alone. 

You  can't  beat  the  taste  of  Windsor.  And 
you  certainly  can't  beat  the  price. 

WINDSOR^ 

ONE  CANADIAN  STANDS  ALONE 


Monroe  eliminates  a  major  sour 

Toomai 


"The  computer  company  says  call  the  software  company.  The  software 
company  says  call  service.  Service  says  it's  not  in  the  contract;  it's  in 
the  training  manual.  And  nobody  understands  the  training  manual. " 


f  trouble  for  computer  buyers, 
turces. 


When  it  comes  to  buying 
:omputer,  the  more  people  you 
al  with,  the  more  confusing  it 
ts.  Fortunately  there's  one  com- 
ter  company  that  does  business 
ferently:  Monroe. 

Monroe.  At  your  side 
every  step  of  the  way. 

Before  you  buy  a  Monroe 
mputer  system,  our  representa- 
3  will  come  to  your  office  and 
Ip  you  decide  what  you  need, 
ter  you  buy,  that  person  is 
countable  for  your  system's 
eration. 

Sales,  training,  service, 
support.  In  your  office. 

We  supply  everything  your 
siness  needs.  We  deliver  and  in- 
ill  your  system  and  train  your 
iployees.  Your  problems  are 
ved  right  in  your  office . 


Harder-working 
hardware. 

The  Monroe  OC  8820  is  one 
of  the  most  technologically  ad- 
vanced business  microcomputers  in 
the  world.  In  fact,  it's  one  of  the 
very  few  microcomputers  avail- 
able today  that  can  access  and 
interact  with  mainframe  computers 
(our  3270  SNA/SDLC  communica- 
tions package).  An  independent 
benchmark  evaluation  describes 
the  Monroe  as  ". .  .a  well-built 
micro  which  makes  no  pretensions 
at  being  other  than  a  no-nonsense 
business  tool." 

Software  that's 
easy  to  use. 

Monroe  software  is  designed 
for  productivity  and  is  easy  to  use. 
Depending  on  your  needs,  we  offer 
Monroe  enhanced  software  to  run 
on  our  own  Operating  System 
(MS-8).  We  even  offer  a  software 
maintenance  contract.  For  a  wider 
range  of  applications,  an  exten- 
sive CP/M®  library  is  available. 


Our  responsibility 
never  ends. 

Our  system  of  single-source, 
total  responsibility  may  seem  revo- 
lutionary to  our  competitors,  but 
we  believe  that  it  takes  more 
than  technology  to  solve  prob- 
lems. It  also  takes  knowledgeable 
and  dedicated  people. 

Call  or  write  for  a  free 

demonstration. 
800-526-7843  Ext.  444 

(in  New  Jersey,  8C0-522-4503  Ext.  444) 

Monroe  Systems  For  Business 

The  American  Road 

Morris  Plains,  New  Jersey  07950 

□  Yes,  I'd  like  a  free  demonstration  in  my  office. 

□  Please  send  me  more  information  on  the 
OC  8820  microcomputer. 

Name  __ 

Title  Phone  


Company . 

Address  

City  


.State. 


.Zip. 
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Twelfth  in  a  Series. 
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Remember  all  those  articles  of  the  last  few  years? 

There  were  headlines  like,  "Whatever  Happened  To  American  Quality9"  and 
'Here  Comes  Japan  Inc"?  They  told  us  Japanese  quality  standards  in  televisions, 
lutos  and  optics  were  eclipsing  standards  that  had  previously  been  accepted. 

Well,  you  don't  see  many  articles  like  that  any  more. 

While  it  is  true  that  Japanese  companies  set  high  standards  of  quality  in 
;ome  industries,  you  don't  have  to  look  very  far  to  see  other  companies  who  also 
lave  high  standards  of  quality.  Many  of  these  companies  are  American.  And  one 
)f  them  is  Motorola,  where  the  pursuit  of  quality  is  a  budgeted,  accountable  part 
)f  our  long-range  planning  process. 

In  the  field  of  mobile  communications  for  example,  we  helped  pioneer 
he  first  mobile  telephones  in  the  1960s, 
.bday,  our  reputation  for  quality  mobile 
slephone  equipment  is  known  the  world 
)ver.  When  Nippon  Telegraph  and 
telephone  Public  Corporation  reviewed 
lew  equipment  suppliers  recently,  only 
)ne  non- Japanese  supplier  was  selected 
d  qualify.  That  supplier  was  Motorola. 

In  1981,  Motorola  was  the  largest 
nerchant  market  supplier  of  semicon- 
luctors  to  the  U.S.  automobile  industry* 
ror  two  years  in  a  row,  Motorola's  Semi- 
:onductor  Products  Sector  has  won 
)elco  Remy's  Outstanding  Vendor  Award 
n  electronic  engine  control  systems, 
Motorola  was  awarded  Ford  Motor 
Company's  Q 1  Preferred  Quality  Award 
Dr  electronic  control  system  modules. 

In  64K  RAM  (Random  Access  Memory)  devices,  Motorola  was  the  U.S. 
3ader  in  1981  with  a  significant  share  of  the  world  merchant  market*  Our  RAM 
Lasn't  yet  failed  a  completed  qualification  test  for  any  major  North  American 
:omputer  manufacturer. 

By  innovating  in  areas  like  statistical  analysis,  CAD/CAM  (Computer  Aided 
)esign/Computer  Aided  Manufacture),  tool  management,  employee  participation 
nd  productivity,  we've  established  a  reputation  in  our  industries  for  exceptional 
[uality. 

And  we  back  this  reputation  with  a  network  of  quality  assurance  managers 
hat  stretches  throughout  Motorola,  all  the  way  up  to  the  senior  management  level. 

Quality  belongs  to  those  who  work  hard  to  achieve  it.  And  when  you  have 
quality,  you  can  satisfy  even  the  most  demanding  customers,  anywhere  in  the  world. 

*Dataquest  estimate  for  1981. 

MOTOROLA  A  World  Leader  in  Electronics. 
Quality  and  productivity  through  employee  participation  in  management. 

1982  Motorola  Inc  Motorola  and  (W)  are  registered  trademarks  of  Motorola,  Inc 


1982:  Motorola  was  awarded  General  Electrics  Partners  in 
Progress  Recognition  Award  for  the  third  consecutive  year. 


The  smiles  above  belong  to  some  of  the  key  Motorola  people 
within  the  Industrial  Electronics  Unit  who  made  it  possible. 
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Back  to    .  grave 

Yes,  that  i  ount  Dracula  on  our  cover,  drawn  for  us  by  artist  Alan 
Reingolc!  The:  notorious  Transylvanian  seemed  an  apt  symbol  for  the 
terrible  year  most  of  American  business  has  just  gone  through.  On  the 
following  pages  we  report  in  detail  how  1,002  American  corporations 
fared  in  these  ghoulish  12  months.  But  turn  to  the  cover  again  and 
look  carefully  over  Count  Dracula's  shoulder.  Dawn  is  breaking. 

te  for  Dracula  to  return  whence  he  came.  Our  way  of  saying  we 
think  1983  is  going  to  be  a  lot  better  than  1982. 

A  cause  for  rejoicing 

We  received  recently  a  thoughtful  letter  from  a  California  reader 
commenting  on  the  cover  story  in  our  last  issue  that  described  the 
mess  in  the  Soviet  economy.  It  was  one  of  those  plague-on-both-your- 
houses  letters,  and  it  complained  that  individual  Americans,  like 
individual  Soviet  citizens,  have  lost  control  of  their  destiny.  Laury 
Minard,  who  co-authored  the  piece  with  me,  responded  to  the  letter. 
Minard  wrote,  in  part: 

"I  have  just  returned  from  34th  Street  and  Sixth  Avenue  here  in 
New  York  City.  I  can  assure  you  that  the  hot  dog,  nylon  stocking,  gold 
chain,  pretzel  and  so-on  pushcart  salesmen  (all  "parasites"  in  Russia) 
and  millions  of  other  American  little  people  are  far  more  in  control  of 
their  destinies  than  you  (or  the  Russians)  give  them  credit  for." 

For  those  who  regard  Manhattan  pushcart  peddlers  as  trivial,  I  add 
that  the  same  signs  of  economic  vitality,  of  unfettered  individual 
initiative,  are  clearly  evident  in  this  country  on  a  more  exalted  level. 
On  page  294  of  this  issue,  Columnist  Thomas  P.  Murphy  talks  about 
the  unprecedented  boom  in  venture  capital.  Not  only  are  new  busi- 
nesses attracting  more  money  than  ever  before,  but  entrepreneurs  are 
gestating  up  more  viable  ideas  than  ever  before.  For  those  with 
initiative,  the  means  of  controlling  one's  destiny  are  more  available 
here  than  anywhere  else  in  the  world. 

So,  thank  God  for  pushcart  peddlers  and  venture  capitalists,  broth- 
ers under  the  skin.  This  is  a  country  where  people  who  want  to 
control  their  own  destinies  have  a  pretty  fair  chance  of  doing  so. 

Montezuma  never  had  it  so  good 

In  spite  of  the  many  dire  predictions  about  impending  mayhem  that 
have  appeared  on  TV  and  in  the  newspapers  in  the  U.S.,  Mexico  was 
remarkably  tranquil  when  I  visited  there  during  the  inauguration  of 
President  Miguel  de  la  Madrid.  There  was  financial  mayhem,  yes,  but 
no  blood  in  the  streets  or  likelihood  of  it.  I  asked  a  casual  acquaint- 
ance what  he  thought  about  the  previous  administration,  and  he 
repeated  the  current  joke:  "They  were  the  worst  thieves  since 
Cortes."  That's  a  Mexican  way  of  saying:  Things  are  bad,  but  they've 
been  worse  before,  and  we've  always  pulled  out.  An  empty  treasury 
and  a  near-lethal  birthrate  create  tremendous  problems,  but  Mexicc 
has  great  assets — not  the  least,  her  talented  people.  The  attractive 
new  president  has  named  an  impressive  cabinet,  and  though  it  will 
take  time  the  economy  will  recover  nicely.  In  the  meantime,  Ameri- 
cans looking  for  an  appealing  place  to  warm  up  this  winter  will  fine 
Mexico  an  irresistible  bargain,  what  with  the  peso  at  less  than  £ 
quarter  of  its  former  dollar  value.  Bill  Baldwin,  our  Southwestern 
Bureau  Manager,  tells  about  bargain-rate  touristing  in  Mexico  today 
See  Personal  Affairs,  page  269. 
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Explicit  recommen- 
dations on  specific 
growth,  income  and 
speculative  stocks  to 
buy,  hold,  or  sell. 


Developing  situations 
to  be  aware  of  while  their 
momentum  continues. 


Timely  Industry  Studies. 
Where  S&P  believes 
the  next  winners  or 
losers  will  come  from. 


Innovative  articles 
on  topics  of  urgent 
interest. 


Charts  &  Graphs 


In 1922,  Standard  &  Poor's 
first  published  "The  Outlook"  for 
people  who  sought  Wall  Street 
wisdom  and  investment  wealth. 

If  you  share  their  goals,  why  not  tap  their  source? 
13  weeks  of  Standard  &  Poor's  rich  advice.  $29.95. 

Since  1922,  subscribers  to  THE  OUTLOOK  have  enjoyed  an  indisputable  advantage  over  others  in  the  market.  They  have  reaped 
the  benefits  of  Standard  &  Poor's  unique  position  as  one  of  the  world's  leading  publishers  of  financial  information . . .  and  have  had 
early  access  to  stock  and  bond  intelligence,  market  movements  and  industry  trends  that  few  outsiders  are  ever  aware  of  in  time  to 
capitalize  on  them.  If  you  too  seek  serious,  timely,  useful  answers  to  your  investment  questions,  then  welcome  to  the  rewarding  world  of 
OUTLOOK  readers,  with  a  13-week  tax-deductible  trial  offer. 

You'll  get  profitable  insights  into  market  and  business  trends  and  develop- 
ments. And  you'll  learn  about  dozens  of  specific  stocks  that  THE  OUTLOOK  s  editors 
have  targeted  on. .  .and  why.  You'll  get  advice  that's  easily  understandable,  that 
you  can  use  immediately. 

And,  by  keeping  tabs  on  your  own  investment  performance  during  those  13 
weeks,  you'll  be  able  to  ascertain  which  of  our  specific  "Best  Buy"  recommen- 
dations may  have  either  made  (or  lost)  money  for  you . . .  and  to  act  accordingly. 
And  judge  the  precise  value  to  your  portfolio  of  a  host  of  regular  features: 
"Recommended  General  Market  Policy. .  ."Market  by  Market  Comparisons" 
..."Foundation  Stocks  for  Longer-Term  Gain". .  ."Stocks  with  Promising  Growth 
Prospects". .  ."Liberal  Income  with  Inflation  Protection"  high  yielders. .  .and  "How 
they  look  6  months  later"  updates. 


FREE:  HOW  THE  S&P  500 
STOCK  MARKET  ENCYCLOPEDIA 
WORKS  FOR  YOU: 


Standard  &  Poor's  has  lav- 
ished thousands  upon 
thousands  of  dollars  into 
the  research  that's  built 
this  extraordinary  finan- 
cial source  book.  You  get 
tens  of  thousands  of  in- 
vestment-oriented facts 
about  the  widely  traded 
common  stocks  in  the  fa- 
mous S&P  500  Index.  Hun- 
dreds of  charts  and  financial  statis- 
tics. Earnings  and  dividend  data.  Company  pro- 
files. Assets,  liabilities,  capitalization.  Vital  information 
designed  to  help  you  make  investment — and  business 
— decisions  profitably.  All  written  to  be  easily  understood 
by  experienced  and  novice  investors  alike.  EXCLUSIVE: 
Unlike  other  publications,  the  Encyclopedia  is  organized 
to  help  you  find  what  you're  looking  for — in  a  jiffy.  Take  the 
$29.95  Encyclopedia  as  your  free  gift  with  your  trial  offer 
to  THE  OUTLOOK. 
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Mail  Coupon  or  Call 
Toll -Free  Today 

For  a  firsthand  look  at  THE  OUTLOOK  for  the  next  13 
weeks,  mail  coupon  or  call  us  TOLL-FREE  at  1-800- 
852-5200,  Ext.  7  (in  NJ:  1-800-442-1300,  Ext.  7)  and 
have  your  credit  card  ready.  Do  it  today.  1 3  weeks  go 
by  very  quickly,  and  its  to  your  good  to  act  as  soon 
as  possible. 
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25  BROADWAY,  NEW  YORK,  N.Y.  10004 

□  Please  enter  my  tax-deductible  1 3-week 
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STOCK  MARKET  ENCYCLOPEDIA  at  no  ex- 
tra cost 


□  I'm  convinced  and  don't  want  to  risk  inter- 
ruption of  service,  so  enroll  me  for  1  year 
(48  issues)  for  only  $175,  and  in  addition  to 
the  ENCYCLOPEDIA  also  send  me  the  latest 
S&P  STOCK  GUIDE  at  no  added  cost. 

MONEY-BACK  GUARANTEE.  If  at  anytime  I  cancel  my  subscription,  I  will  receive  a  refund  on 
the  unused  portion.  The  ENCYCLOPEDIA  is  mine  to  keep. 

For  the  fastest  service,  CREDIT  CARD  HOLDERS  CALL  TOLL-FREE  1-800-852-5200,  Ext.  7, 24 
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Trends 


Edited  by  John  A.  Conway 


Think  big 

"There's  no  market  for  an  all-new  en- 
gine for  the  150-seat  airliners  for  the 
foreseeable  future,"  says  Bob  Carlson, 
the  United  Technologies  executive 
vice  president  who  runs  its  Pratt  & 
Whitney  subsidiary.  So,  Pratt  will 
build  a  new  engine,  the  PW  4000, 
aimed  at  the  big-jet  market,  Boeing's 
747  jumbo  and  the  expected  stretched 
versions  of  the  Boeing  767s  and  Eu- 
rope's Airbus.  The  reason  is  simple. 
Pratt  has  sunk  more  than  $1  billion 
into  technology  that  uses  fewer  parts 
and  is  more  fuel-efficient — 7%  better 
in  the  PW  4000  than  existing  big-fan 
engines.  The  new  technology  has 
been  applied  so  far  to  the  Pratt  engine 
for  the  185-seat  Boeing  757.  The  com- 
pany had  hoped  to  spread  its  research 
costs  to  smaller  engines  for  150-seat 
aircraft,  but  that  project  is  now  years 
off.  The  market  for  the  larger  engines 
may  involve  fewer  of  them,  but  it  is 
worth  more,  about  half,  in  fact,  of  all 
of  Pratt  &.  Whitney's  civil  business. 

Enter  the  professionals 

Professional  technicians  are  taking 
over  the  top  spots  in  the  chemical 
industry,  according  to  a  new  survey 
by  the  American  Chemical  Society. 
During  the  1950s,  1960s  and  1970s 
executive  suites  in  the  industry  were 
ruled  for  the  most  part  by  lawyers, 
sales  executives  and  financial  experts. 
After  1980,  out  of  17  chief  executives 
of  chemical  companies,  15  had  tech- 
nical degrees  in  chemistry  or  engi- 
neering and  4  boasted  doctorates  in 
chemistry. 

Cracks  in  the  crystal  ball 

How  good  are  economic  forecasts? 
After  studying  three  decades  of  them, 
two  professors,  Cornell's  David 
Ahlers  and  Josef  Lakonshok  of  Tel 
Aviv,  concluded  that  their  peers 
haven't  learned  very  much  from  past 
mistakes,  and  they  are  better  at  bad 
news  than  good.  The  academics 
culled  their  data  base— 50  forecasts  of 
10  indicators — from  1947  to  1978  col- 
umns by  the  Philadelphia  Inquirer's 
economic  commentator,  J. A.  Living- 
ston. The  seers,  they  found,  consis- 
tently overestimated  changes  in  eco- 
nomic conditions,  although  in  the 
1970s,  when  all  the  graphs  went 
haywire,  they  did  improve  their  learn- 
ing curve  and  accuracy.  "The  hot 
thing  right  now,"  Ahlers  says,  "is  that 
everyone  is  waiting  for  a  turning  point 


in  the  economy."  Judging  from  past 
performance,  the  experts  may  not  do 
too  well.  For  one  thing,  Ahlers  and 
Lakonshok  found  them  better  at  pre- 
dicting downturns  than  recoveries; 
they  have  also  had  trouble  with  infla- 
tion, retail  sales  and  earnings.  On  the 
other  hand,  Ahlers  warns  business- 
men, they  should  pay  close  attention 
to  what  the  economists  say  about 
continued  unemployment,  recession 
and  hesitance  about  investing  in  new 
plants. 

A  busy  year  for  labor 

Labor  has  a  heavy  schedule  at  the 
1983  bargaining  table.  Agreements 
with  aluminum  workers  run  out  in 
May,  steel  and  telephone  in  August, 
Gulf  and  East  Coast  longshoremen  in 
September  and  aerospace  workers  in 
October,  plus  a  year-long  agenda  for 
construction  workers.  (The  latter 
should  be  particularly  hectic  because 
of  the  many  short-term  contracts 
signed  in  1982.)  The  Department  of 
Labor  estimates  that  3.6  million  of 
the  8.5  million  workers  it  tracks  in 
private  industry  will  want  new  con- 
tracts in  the  coming  year.  For  about  a 
third  of  that  8.5  million,  deferred 
wage  hikes  are  due  from  past  negotia- 
tions, but  that  is  the  lowest  figure  the 
department  can  recall.  The  reason: 
1982  contracts  were  on  the  low  side  in 
specifying  future  raises.  Cost-of-liv- 
ing increases  should  also  come  in  at  a 
lower  level  because  of  the  slowdown 
in  the  inflation  rate.  One  forecast  is 
for  continued  resistance  to  "give- 
backs,"  with  steel  a  prime  candidate 
for  a  test  case.  Negotiating  commit- 
tees for  rank-and-file  steel  workers 
have  already  voted  against  conces- 
sions, even  though  much  of  the  indus- 
try is  operating  at  less  than  half  its 
capacity. 

Fire! 

Arson  has  become  a  holiday  happen- 
ing, flaring  30%  during  December  and 
January,  says  John  Barracato,  the  for- 
mer New  York  fire  marshal  who 
heads  the  arson  and  fraud  unit  at  Aet- 
na Life  &  Casualty.  "We  have  had  an 
increase  in  arson  for  the  holiday  sea- 
son for  the  last  three  years,"  he  says. 
"People  are  in  need  of  money.  They 
are  unemployed  and  frustrated."  Aet- 
na's figures  show  that  50%  of  all 
structural  fires  are  deliberately  set.  In 
the  nearly  four  years  since  the  fraud 
unit  was  created,  Aetna  has  counted 
8,487  arson  cases,  2,645  of  them  in 


A  home  in  flames 

Now,  a  holiday  phenomenon. 

1982  alone,  adding  up  to  losses  of 
$344  million.  About  50%  are  prompt- 
ed by  revenge,  Barracato  says,  40%  for 
profit,  1%  by  psychopaths  and  9%  by 
juveniles  (who  specialize  in  torching 
schools  and  vacant  buildings).  So  far 
the  FBI  has  not  collected  national  sta- 
tistics, but  Barracato  says  the  problem 
is  getting  so  serious  that  the  bureau 
will  begin  reporting  national  arson 
figures  in  1983. 

To  the  ladies 

Women  seem  to  be  weathering  the 
recession  better  than  men.  November 
figures  showed  40.6  million  at  work, 
an  actual  numerical  gain  over  Octo- 
ber and  the  year  before.  For  men,  the 
November  numbers  showed  55.7  mil- 
lion at  work;  this  was  a  drop  of 
500,000  from  October  and  a  drop  of 
1.2  million  from  November  1982. 


Computer  upkeep 

Computers  rate  the  attention  but 
their  upkeep  may  rate  more.  Servicing 
went  up  19%  this  year,  to  become  a 
$9  billion  business,  while  computer 
sales  were  up  13%,  says  Input,  a  com- 
puter marketing  research  firm  in  Cali- 
fornia's Silicon  Valley.  Employment, 
136,000  last  year,  climbed  to  150,000 
in  1982.  Field  service  sales,  in  fact, 
accounted  for  roughly  20%  of  the 
computer  manufacturing  business 
this  year,  according  to  Input,  which 
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THE  WORLD  ACCORDING  TO 
FLYING  TIGERS. 


Flying  Tigers'  mission  on  Earth  is  to  deliver 
the  goods.  And  we  do. 

Our  fleet  of  special  jet  freighters  carry 
everything:  animal,  mineral  and  vege- 
table. But  no  passengers.  Because  ^ 
cargo  is  our  one  and  only  priority.  fjft?:A 

In  fact,  we  have  more  scheduled  jet  ^\V^pr^ 
freighter  service  to  more  places  than  [  iCE^i 
anyone  else.  Whether  it's  in  North 


FLYING 
TIGERS 


America,  South  America,  Europe  or  Asia. 
So  it  should  come  as  no  surprise  that,  as 
the  largest  air  cargo  carrier  on  the  face  of 
this  planet,  Flying  Tigers  can  carry 
virtually  anything  you  have  to  ship, 
and  that's  to  anywhere  you  need. 
Call  your  nearest  Flying  Tigers'  Custo- 
mer Service  office  or  IAIA  cargo  agent. 
And  see  why  the  world  is  our  runway. 


A  TIGER  INTERNATIONAL  COMRANY 
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Now  a  solution 
to  all  your  office 
information  needs. 
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Information  managers 
have  a  tough  job* 

Harris  has  6  steps  to 
make  it  easier. 


If  you  think  you  have  a  tough  job, 
look  at  the  problems  of  your  informa- 
tion systems  managers. 

□  They're  under  increasing  pressure 
to  help  raise  productivity  by  installing 
new  systems.  But  that's  not  as  easy  as 
it  sounds.  The  new  equipment  has  to 
be  compatible  with  the  old. 

□  They're  besieged  by  requests  to  get 
going  on  local  area  networks.  But 
there's  no  assurance  that  a  single  net- 


work standard  will  emerge. 
□  They  must  control  the  way  inform; 
tion  is  handled  in  your  company.  Bu 
with  individual  employees  ordering 
their  own  equipment,  they  may  be 
losing  control. 

In  short,  your  information  system 
managers  are  pushed  and  pulled  in 
dozen  different  directions  at  once. 
With  millions  of  dollars  hanging  in  t 
balance.  And  mounting  pressures  tc 
act  now. 

Enough!  We  don't  think  this  is  an 
way  to  manage  information.  So  we'v 
developed  a  better  way.  The  approach 


vve  recommend  is  to  build  your  man- 
agement information  system  (MIS)  the 
same  way  you  build  a  house.  From  the 
ground  up. 

That  means  you  don't  plunge  into 
some  vast  system  and  hope  that  it 
works  in  the  trenches.  Instead,  you 
solve  the  small  problems  first  and 
gradually  work  your  way  up  to  the 
t»ig  ones: 

Six  sensible  steps. 
Step  1:  Make  individual  employees 
more  productive  by  offering  the  right 
level  of  processing  or  communica- 
tions power  at  the  point  of  need. 
Harris  is  well  equipped  to  help  you 
accomplish  this.  We  have  the  broadest 
fine  of  information  processing  and 
zommunications  equipment  in  the 
ndustry.  So  you  don 't  have  to  worry 
ibout  fitting  Harris.  Harris  will  fit  you. 

Step  2:  Leverage  your  existing  sys- 
tem investment  by  adding  functions 
:o  the  equipment  already  installed, 
example:  R&D  engineers  using 
super-minicomputers  can  be  made 
ven  more  productive  by  adding 
ord  processing  capabilities. 
Harris  offers  a  wide  variety  of  word 
processing  capabilities — for  our 
erminals,  computers,  distributed 
lata  processing  systems  and,  soon, 
he  latest  in  integrated  office  systems. 

Step  3:  Give  employees  the  power  to 
:ommunicate  with  your  company's 
nainframes,  so  they  will  have  quick 
iccess  to  corporate  data  bases. 
Dur  9200  Interactive  Series  is  perfect  for 
his.  It  can  support  multiple  main- 
rames  in  the  most  widely  used  com- 
puter communications  network. 


Harris  super-minicomputers  can 
support  over  300  software  packages, 
including  CAD/CAM  and  simulation. 

Step  4:  Delegate  processing  power  to 

the  professionals  who  need  it  at  the 

departmental  level. 


The  Harris  Mind™  Series,  a  distributed 
data  processing  system,  enables  the 
MIS  executive  to  provide  personal  com- 
puting and  interactive  COBOL  process- 
ing, yet  retain  centralized  control.  With- 
out degrading  mainframe  performance. 


Harris  terminals  are 
designed  for  maximum  ease 
of  use  and  operator  comfort. 

Step  5:  Recognize  that  voice  commu- 
nications are  just  as  vital  as  other 
forms  of  information  management. 
With  a  Harris  digital  PBX  telephone  sys- 
tem, you  can  reduce  costs  and  increase 
productivity — by  switching  both  voice 
and  data.  Advantages  include  auto- 


Harris  PBX's  can 
support  up  to  2,000  lines. 


matic  call  back,  least-cost  routing  and 
detailed  cost  allocation. 

Step  6:  You  have  now  taken  care  of 
the  basic  forms  of  information  in  your 
organization — data,  words  and 
voice — at  the  individual  and  depart- 
mental level.  The  next  step  is  to  inter- 
connect the  systems  through  a  local 
area  network. 

Ours  will  interconnect  Harris  interac- 
tive, distributed  data  processing  and 
word  processing  systems.  On  the  way 
are  other  configurations  that  will  inte- 
grate voice  and  data  PBX  systems, 
computers,  mu I ti- function  terminals 
and  systems  from  other  leading  ven- 
dors. Our  layered  design  approach 
to  network  architecture  will  protect 
your  investment  in  case  a  single  net- 
work standard  is  established. 

Automated 
and  personal  support. 

We  know  how  you  feel  about  down- 
time. So  we've  developed  one  of  the 
most  sophisticated  support  systems  in 
the  industry.  You  can  activate  our  nation- 
wide service  and  support  team  by 
calling  one  of  our  toll-free  numbers. 

Our  system  assures  you  of  fast  and 
professional  responsiveness  by  expe- 
rienced and  well-equipped  personnel, 
and  we  also  offer  courteous  follow-up 
to  ensure  your  satisfaction.  Which  is 
one  more  way  we  make  information 
easier  to  manage. 


What  can  we  help  you  with? 

Please  send  me  information  on  the  product(s)  checked. 


□  Super-minicomputers 

□  Word  processing 

□  Interactive  terminals 

□  Distributed  Data  Processing 
systems 


Name. 
Firm_ 


□  Digital  PBX  systems 

□  Local  Area  Networks 

□  Never  mind  the  printed  word. 
I'm  ready  to  talk  to  a  salesperson 
about  the  product(s)  checked. 

 Title  


Phone. 


Address. 


City/State/Zip. 


Mail  to:  Director,  Marketing  Communications,  Information  Systems,  Harris  Corporation,  1025  West 
NASA  Boulevard,  Melbourne,  FL  32919,  (305)  727-9609. 
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surveyed  45  makers  and  306  users  in 
13  industries.  "People  with  comput- 
ers cannot  let  them  die,"  says  Robert 
Freeman,  an  Input  market  analyst. 
"They  are  like  cars.  Once  you've 
bought  one,  you  have  to  keep  it  run- 
ning." On  another  front,  feeding  the 
computer  is  also  fast  becoming  a  ma- 
jor item.  The  cost  of  computers  and 
printers  may  have  dropped,  but  the 
cost  of  things  like  ribbons  and  paper 
has  soared.  Brendan  Coyle,  vice  presi- 
dent of  the  supplies  division  at  Data- 
products Corp.  m  Los  Angeles,  points 
out  that  the  line  printer  that  cost 
$16,000  in  1967  now  goes  for  only 
$4,500.  Ribbons,  however,  will  ac- 
count for  about  20%  of  that  capital 
cost  every  year — about  $900 — and  pa- 
per can  add  another  $900,  Coyle  says. 


Hidden  assets 

Real  estate  accounts  for  roughly  25% 
of  all  corporate  assets,  but  only  40% 
of  companies  not  in  the  business  un- 
derstand its  true  value,  says  a  new 
survey  by  Harvard  Real  Estate,  the 
subsidiary  that  manages  the  universi- 
ty's commercial  and  residential  hold- 
ings. In  a  study  due  in  the  Harvard 
Business  Review,  authors  Sally  Zeck- 
hauser  and  Robert  Silverman  report 
that  corporate  real  estate  is  worth  be- 
tween $700  billion  and  $1.4  trillion — 
more  than  all  the  country's  pension 
funds — yet  only  20%  of  corporations 
outside  the  realty  business  manage  it 
for  profit.  "We're  not  in  the  real  estate 
business,"  is  one  excuse,  but  Zeck- 
hauser  and  Silverman  argue  that  a  "$1 
billion  company  is  in  the  real  estate 
business,  probably  to  the  tune  of  $250 
million."  An  exception  they  found 
was  Greyhound,  which  has  formed  a 
subsidiary  to  buy,  sell  and  lease  its 
real  estate  assets;  in  1980  alone  this 
unit  closed  220  transactions.  Compa- 
nies like  Pan  Am,  the  authors  note, 
have  also  sold  real  property  for  real 
profits.  Even  a  firm  not  interested  in 
making  money  on  its  property  should 
check  needless  costs,  the  report  says, 
citing  the  real  estate  director  at  a 
computer  company  who  found  it  was 
paying  property  taxes  without  even 
considering  the  possibility  of  abate- 
ments for  overassessment. 


Home  on  the  range 

When  Burger  King  added  veal  parme- 
san  to  its  menu  two  years  ago,  animal 
lovers  rose  in  their  wrath  and  last 
January  began  picketing  the  chain. 
The  20-group  coalition,  which  in- 


cludes the  New  England  Anti-Vivi- 
section Society,  Fund  for  Animals, 
American  Vegetarians  and  the  like, 
claims  eating  veal  is  cruel.  Three-day- 
old  calves,  they  say,  are  taken  from 
their  mothers  and  penned  in  darkened 
barns  for  16  weeks  until  slaughter,  a 
process  designed  to  keep  the  meat 
white.  Burger  King  insists  it  buys  only 
range-fed  veal  but  the  boycotters  ar- 
gue that  selling  veal  only  popularizes 
it.  The  pro-calf  forces  say  they  were 
behind  a  45%  reduction  in  Burger 
King  veal  sales  last  year  and  forced  the 
company  to  stop  selling  it  at  two- 
thirds  of  its  outlets.  Burger  King  rides 
a  different  range.  The  boycott  "has 
had  absolutely  no  effect  on  our  busi- 


Veal  on  the  hoof 
Motherhood  is  hard  to  beat. 


ness  or  what  we're  doing,"  says  com- 
munications manager  John  Weir.  The 
company  cut  veal  only  in  the  South 
and  West,  he  says,  where  it  did  not 
reach  sales  goals,  and  veal  is  still  sold 
at  900-odd  Burger  Kings.  So  the  pick- 
eting goes  on.  "We're  just  not  going  to 
tolerate  corporate  profitmaking  at  the 
expense  of  innocent  animals,"  says 
Nellie  Shriver  of  American  Vegetar- 
ians. "We  expect  Burger  King  to  cave 
in  very  shortly."  And  what  then?  The 
animal  lovers  plan  next  to  attack  ho- 
tels, restaurants,  college  caterers  and 
the  like,  which  they  say  make  it  diffi- 
cult to  get  vegetarian  meals. 


Vroooooom! 

Youth  means  speed,  and  Ford  is  going 
all  out  to  lure  back  the  young  driver. 
The  number  two  carmaker  has  just 
sold  400  of  its  new  Mustang  GTs  to 
the  California  Highway  Patrol  and 
will  back  that  up  with  a  slogan,  "The 
car  that  chases  Porsches  for  a  living." 
To  make  the  sale  Ford  marked  down 
the  cars  to  $6,868,  almost  $5,000  be- 


low the  price  asked  by  General  Mo- 
tors for  similarly  equipped  Camaros. 
Ford  has  peddled  another  100  Mus- 
tangs to  state  police  in  Georgia,  Colo- 
rado, Arizona  and  Texas.  There  is  an 
emphasis  on  speed,  says  national 
sales  manager  Lee  Miskowski,  be- 
cause drivers  are  "again  getting  inter- 
ested in  something  more  than  fuel 
economy."  Putting  its  cars  on  high- 
ways where  imported  sports  models 
have  been  outrunning  the  cops  will 
help  that,  particularly  since  the  West 
and  the  Southeast  are  the  two  biggest 
markets  for  high-performance  vehi- 
cles. The  youth  angle  is  equally  im- 
portant. Buyers  of  U.S.  cars  now  aver- 
age 47  years  old;  import  fanciers,  35. 
The  California  state  police  won't 
mind  the  publicity  either.  "Our  poli- 
cy is  that  they  can  advertise  our  use  of 
the  car  as  long  as  it's  truthful,"  says 
Ken  Thompson,  the  highway  patrol's 
maintenance  chief.  And  Ford  hopes 
the  high-performance  angle  will  gun 
its  sales,  which  showed  losses  of  $325 
million  in  the  third  quarter  of  this 
year  alone. 


A  new  look  for  the  NLRB? 

Will  1983  be  a  turnabout  year  for  the 
National  Labor  Relations  Board?  This 
year  was  supposed  to  be  one,  but  that 
was  stymied  by  political  infighting 
(the  Senate  refused  President  Rea- 
gan's first  choice  for  chairman)  and  by 
a  tottery  economy  that  brought  a 
sharp  drop  in  labor  disputes.  Next 
year,  however,  the  President  will 
name  three  of  the  NLRB's  five  mem- 
bers, which  could  give  the  47-year-old 
board  a  new  probusiness  look.  The 
unions  think  so.  "This  Administra- 
tion basically  has  industry  people 
running  the  Labor  Department,"  says 
Charles  McDonald  of  the  AFL-CIO.  "I 
don't  see  why  they  wouldn't  try  to  do 
the  same  thing  at  the  NLRB."  So  does 
business.  "I  think  that  1983,  at  least 
the  latter  half  of  1983,  has  the  poten- 
tial for  significant  change,"  says  John 
Tysee  of  the  U.S.  Chamber  of  Com- 
merce. Tysee  thinks  the  presence  of 
two  Reagan  appointees  on  the  current 
board  has  already  had  at  least  some 
psychological  effect.  In  1981,  he 
notes,  unions  lost  848  "decertifica- 
tion" elections  (double  the  number  of 
a  decade  ago),  votes  that  cost  them 
27,000  members.  What  this  adds  up 
to,  the  board's  critics  argue,  is  a  fine 
new  chance  for  the  President  to  re- 
shape the  NLRB.  With  allout  labor 
opposition  expected  for  his  nomina- 
tions, however,  it  also  increases  the 
odds  for  long  and  bruising  confirma- 
tion sessions  in  Congress. 
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astman  Kodak  Company.  1982 


"Oh,  go  ahead,  Clarence,  indulge  yourself  . 
What  if  you're  ever  lost  in  the  North  Woods?" 


Fascination  with  multiple-purpose  de- 
vices is  seldom  rewarded  with  truly  useful  prod- 
ucts. We  are  pleased  to  offer  an  exception:  the 
Kodak  Ektaprint  copier.  It  does  enormously  com- 
plex jobs  involving  automatic  collating,  stacking 
and  stapling.  It  can  also  make  a  single  copy  with 
equal  efficiency. 

Result?  Versatile,  productive,  easily  man- 
aged output.  The  Kodak  copier  does  more,  all  by 
itself,  than  a  Swiss  army  of  lesser  machines  all  over 
the  place. 

May  we  demonstrate? 


Write:  Eastman  Kodak  Company, 
CD3304,  Rochester,  N.Y.  14650. 


Kodak  copiers.  Everything  they  do, 
they  do  well.  And  they  do  everything. 


Hail  to  the  chief 

After  Ronald  Reagan's  call  at  the 
White  House  in  January  1981  for  the 
changing  of  the  presidential  guard, 
Jimmy  Carter  reports  in  his  memoirs, 
the  ex-Presidenr's  relations  with  his 
successor  were  "nonexistent."  Small 
wonder.  The  economy  Reagan  was  in- 
heriting from  Carter,  for  one  thing, 
was  hardly  a  topic  for  polite  conversa- 
tion. The  week  before  the  inaugural, 
the  Carter  Administration  was  find- 
ing encouragement  in  the  fact  that  a 
couple  of  major  banks  had  cut  their 
prime  rates  by  a  single  point — from  a 
horrendous  21.5%;  in  July  the  prime 
had  stood  at  11%.  Inflation  was  at  the 
gallop    at    12.7%.  Unemployment 


Follow-Through 


and  13%  at  the  end  of  the  Carter  Ad- 
ministration, prices  have  tumbled  to 
a  rate  of  increase  of  only  5.5%  today. 
Interest  rates  have  followed  suit.  The 
prime  rate  moved  down  to  around 
16%  in  December  1981  and  t6  about 
12%  today.  Obviously,  Federal  Re- 
serve Board  Chairman  Paul  Volcker 
was  the  point  man  here,  but  the  Presi- 
dent's support  was  indispensable. 

Ronald  Reagan's  major  disappoint- 
ments so  far  have  been  in  unemploy- 
ment, which  climbed  from  between 
7%  and  8%  when  he  was  sworn  in,  to 
between  10%  and  11%  by  the  end  of 
1982,  the  worst  figures  since  1940. 
The  budget  deficits  he  has  projected 
are  also  chilling.  Instead  of  the  bal- 
anced budget  he  once  promised  for 


Inauguration  Day,  1981 

The  guard,  changed.,  hut  the  problems  remained. 


hung  at  a  stubborn  7.4%. 

But  Reagan  would  still  be  able  to 
ride  up  Pennsylvania  Avenue,  Forbes 
reported,  with  a  few  things  going  for 
him,  "not  least  the  new  buoyancy 
businessmen  feel  about  the  election, 
by  a  landslide  vote,  of  a  GOP  Presi- 
dent" (Follow-through,  Jan.  5,  1981). 
Politically,  he  could  also  take  comfort 
in  the  fact  that  his  election  marked  the 
first  time  in  nearly  a  generation  that  a 
GOP  President  was  moving  into  the 
White  House  with  at  least  half  of  the 
Congress  in  Republican  hands. 

The  President's  political  clout — 
and  skill— became  evident  in  his  first 
year  of  office.  Using  his  patented  TV 
skills,  his  GOP  Senate  and  the  general 
disarray  of  the  Democrats  who  ran  the 
House,  Reagan  pushed  through  the 
biggest  tax  cut  in  U.S.  history  and  a 
defense  budget  that  called  for  a  five- 
year  buildup  of  $1 .6  trillion.  His  great- 
est success  has  been  against  inflation, 
which  has  exceeded  even  his  cam- 
paign rhetoric.  From  between  12% 


fiscal  1984  (which  starts  next  Octo- 
ber), he  will  project  a  $150  billion 
deficit  in  his  next  budget  message. 
Farmers  haven't  been  able  to  break 
even  since  he  took  office. 

Unemployment,  of  course,  is  really 
not  the  President's  doing,  but  he  still 
takes  the  fall.  The  sluggish  economy, 
which  has  seen  unemployment  as 
high  as  40%  in  the  steel  industry  and 
almost  as  bad  in  autos,  is  the  big  fac- 
tor. (And,  although  the  President 
avoids  saying  it,  another  is  the  relent- 
less effort  to  reduce  inflation.)  The 
Administration  is  also  living  through 
a  major  transformation  in  industry, 
with  services  and  high-tech  areas  like 
computers  and  electronics  replacing 
heavy  manufacturing  as  the  major 
U.S.  employer.  Workers  in  steel  and 
automobiles  will  never  return  to 
those  mature  industries  in  anywhere 
near  the  numbers  that  toiled  there  in 
happier  years. 

Wall  Street  has  given  the  President 
his  most  resounding  vote  of  confi- 


dence, despite  the  fact  that  economic 
recovery  is  still,  in  Herbert  Hoover's 
futile  words,  "just  around  the  cor- 
ner." In  the  closing  days  of  Jimmy 
Carter's  Administration,  a  December 
1980  drop  of  a  bare  1%  in  the  prime 
rate  was  enough  to  send  the  Dow 
Jones  industrials  leaping  more  than 
21  points.  As  interest  rates  moved 
steadily  downward  this  year,  the  mar- 
ket exploded  in  August  and  was  well 
above  the  charmed  1000  average  as 
the  year  drew  to  a  close.  The  last-half 
surge  in  the  stock  and  bond  markets 
was  enough  to  add  $250  billion  to  the 
worth  of  securities  holdings. 

The  November  1982  elections  dem- 
onstrated that  the  President's  magic 
had  dimmed  but  hardly  disappeared. 
Republicans  did  not  lose  a  notch  in 
their  eight-seat  Senate  majority  and 
the  26  they  did  lose  in  the  435-seat 
House  hardly  constituted  a  disaster. 
The  buildup  of  the  Democratic  major- 
ity in  the  House  does  mean,  however, 
that  the  White  House  will  have  a 
tougher  time  on  Capitol  Hill. 

The  President  already  knows  that 
he  must  compromise.  He  already  has. 
This  year's  acceptance  of  a  $90  billion 
increase  in  taxes  took  some  of  the 
luster  from  the  cuts  he  won  last  year. 
With  inflation  seemingly  licked,  the 
public  has  put  unemployment  at  the 
top  of  its  danger  list.  The  5-cent-a- 
gallon  gasoline  tax  increase  and  the 
plan  to  use  that  revenue  to  rebuild 
highways  and  mass  transit  were  con- 
cessions, despite  the  President's  insis- 
tence on  calling  the  tax  a  "user  fee" 
and  his  refusal  to  term  the  planned 
construction  a  "jobs  program." 

The  year  ahead  will  be  filled  with 
pluses  and  minuses.  Unemployment 
will  hang  on  (and  probably  even  in- 
crease). By  next  summer,  upward  pres- 
sure on  interest  rates  will  return  as 
the  Treasury  comes  into  the  market 
with  huge  borrowings.  On  the 
brighter  side,  tax  refunds  are  expected 
to  burgeon  this  spring,  which  means 
billions  of  dollars  in  millions  of  pock- 
ets, and  in  July  the  second  of  the  Presi- 
dent's promised  10%  cuts  in  income 
tax  is  to  take  effect,  which  means 
billions  more  to  save  and  spend.  With 
mortgage  rates  down,  housing  is  start- 
ing to  stir.  The  economists  are  still 
dithering  about  when  the  recovery 
will  actually  get  under  way,  and  the 
business  euphoria  that  greeted  the 
GOP  victory  in  1980  has  faded.  The 
President,  however,  is  still  in  charge 
As  Lyndon  Johnson  liked  to  say:  "I'±j 
the  only  President  you've  got." 
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THE  MOST  ACCURATE  TRADING  SIGNAL 
IS  STILL  VIRTUALLY  UNKNOWN 


WHAT  SINGLE  TRADING  SIGNAL  .  .  . 

PICKED  VIRTUALLY  EVERY  SIGNIFICANT  MARKET  TOP 
AND  BOTTOM  IN  THE  DOW  INDUSTRIALS  SINCE  1962?  .  .  . 

WHAT  SINGLE  TRADING  SIGNAL  .  .  . 

IS  SO  ACCURATE  THAT  IT  PICKED  82  WINNERS 
OUT  OF  A  POSSIBLE  108  TRADES  IN  LISTED  STOCK 
OPTIONS  FOR  THE  ENTIRE  YEAR  OF  1981?.  .  . 

AND  PRODUCED  A  NET  PROFIT  OF  522%  ON  CAPITAL. 

HOW  IS  IT  POSSIBLE  FOR  ONE  TECHNICAL 
TRADING  SIGNAL  TO  BE  SO  ACCURATE? 


The  reason  is  that  the  signal  is  not  generated  in 
two  or  three  days.  It  usually  takes  several  weeks 
to  form,  but  it  is  absolutely  definitive  and  gives  the 
exact  day  to  buy  or  sell.  The  signal  occurs  as  the 
result  of  heavy  accumulation  and  distribution  at 
market  turning  points.  This  method  for  picking  in- 
termediate and  long  term  tops  and  bottoms  is 
called  THE  REVERSE  WAVE  SIGNAL 

My  name  is  Welles  Wilder  I  discovered  this  signal 
in  1976  and  over  the  years  it  proved  to  be  the 
single  most  profitable  trading  method  I  had  de- 
vised for  trading  commodities.  And  believe  me 
commodities  is  a  tough  proving  ground.  In  the 
Spring  of  1980  I  taught  this  method  to  a  limited 
number  of  traders  at  a  seminar  in  Atlanta  Those 
who  followed  the  method  had  made  over  300% 
profit  on  capital  by  the  end  of  that  year. 

Up  until  about  six  months  ago,  I  thought  that  I  was 
the  only  one  to  isolate  and  define  this  chart  con- 
figuration with  definitive  buy  and  sell  signals.  Then 
a  very  interesting  thing  happened.  A  gentleman 
by  the  name  of  John  Harder  walked  into  my  of- 
fice, introduced  himself,  pulled  out  a  stack  of 
papers  about  six  inches  high  and  said,  "I  have 
been  using  the  REVERSE  WAVE  METHOD  on 
stocks  for  over  30  years.  I  can  tell  you  it  works  bet- 
ter on  stocks  than  commodities  and  what's  more 
I  can  prove  it  to  you." 

About  three  hours  later  John  and  I  had  examined 
every  chart  and  analysis  in  that  stack  of  papers. 
Some  of  the  data  dated  back  over  30  years.  I  had 
to  agree  that  the  method  did  in  fact  work  better 
on  stocks  than  commodities.  It  was  absolutely 
amazing  how  the  signal  picked  market  turning 
points  on  both  individual  stocks  as  well  as  the 
DOW  INDUSTRIALS,  STANDARD  &  POORS,  etc 

John  pointed  out  how  the  signal  would  have  put 
you  short  of  the  major  oils,  one  by  one,  in  the  fall 
of  1980  ...  just  before  they  collapsed  Also,  how 
the  signal  would  have  put  you  into  each  of  the  five 
biggest  takeovers  in  the  history  of  American 
business:  MARATHON,  CONOCO,  TEXASGULF, 
KENNECOTT,  AND  SANTA  FE'  INTERNATIONAL 
...four  of  the  five  within  two  days  of  the  previous 
low  point  The  signal  would  have  put  you  short  of 


WEYERHAEUSER  at  38,  DELTA  AIRLINES  at  80, 
GENERAL  MOTORS  at  55  V2,  BOEING  above  43, 
HOMESTAKE  at  76,  and  on  and  on 


NOTE 


J.  WELLES  WILDER,  JR.,  President  of  TREND 
RESEARCH,  LTD.,  is  the  author  of  the  revolu- 
tionary new  book  entitled  "NEW  CONCEPTS 
IN  TECHNICAL  TRADING  SYSTEMS".  His 
Relative  Strength  Index,  Parabolic  Time/Price 
and  Directional  Movement  Systems  have 
become  bywords  to  technical  traders 
worldwide.  Stanley  Angrist  writing  in  FORBES 
MAGAZINE  (Oct.  '80)  singled  Mr.  Wilder  out 
as  "THE  premier  technical  trader  publishing  his 
work  today." 


UPDATE  ...  The  R.W.S.  signal  did  it  again!! 
The  configuration  picked  the  August  9, 1982 
bottom  on  the  DOW  INDUSTRIALS  at  774 
and  gave  the  BUY  SIGNAL  four  days  later 


However,  the  most  amazing  thing  that  John 
Harder  showed  me  was  a  test  for  the  year  1981 
on  stocks  that  had  listed  options  John  had  a  com- 
plete, documented  historical  record  of  the  profit 
and  loss  from  purchasing  puts  and  calls  on  these 
stocks  when  a  REVERSE  WAVE  SIGNAL  was 
given.  The  utilities  and  some  of  the  other  slow 
movers  were  excluded  Otherwise,  every  signal 
was  taken,  whether  or  not  it  proved  to  be  prof- 
itable. Here  is  a  recap  of  the  results. 

[1]  82  of  the  108  signals  generated  were 
profitable  .  .  .  76%  accurate. 

[2]  Average  cost  per  option  was  $232.74! 

[3]  Average  selling  price  per  option  was 
$659.78. 

[4]  Average  time  option  was  held  was  about 
six  months. 

Because  of  the  vast  difference  in  the  cost  of  dif- 
ferent options,  John  purchased  enough  options 
to  give  a  relatively  equal  weighting  to  each  of  the 
1 08  trades.  Therefore,  the  average  cash  commit- 
ment per  each  trade  was  $2,687  29.  The  average 
selling  value  per  each  trade  was  $7,618.01. 


at  788.  This  signal  was  so  strong  that  it  was 
also  confirmed  by  the  TRANSPORTATION 
and  UTILITIES  averages. 


Toward  the  end  of  the  year  profits  from  expiring 
options  exceeded  cost  of  purchasing  new  options 
so  that  the  total  out-of-pocket  cash  requirement 
was  only  $132,335.00 

THE  BOTTOM  LINE  IS  THAT 
THE  REVERSE  WAVE  SIGNAL 
TURNED  $132,335.00  INTO 
$822,745.00  IN  THE  ONE  YEAR 
TEST  ...  A  RETURN  ON 
CAPITAL  OF  522%. 

If  you  are  an  options  trader  or  a  stock  trader,  you 
owe  it  to  yourself  to  find  out  more  about  THE 
REVERSE  WAVE  SIGNAL. 

Please  fill  out  and  return  the  coupon  below  to 
receive  an  eight  page  documented  brochure  on 
THE  REVERSE  WAVE  SIGNAL  method. 


No  system,  theory  or  philosophy  can  guarantee  profits  in  the  markets  or  that  future  performance  will  equal  the  hypothetical  performance  referred  to  m  this 
simulated  one  year  test  Although  the  test  was  based  on  utilizing  the  volatile  stocks  with  listed  options  and  a  selected  option  month,  there  is  no  absolutely 
defined  selection  criteria  that  would  guarantee  the  same  choice  of  stocks  and  option  months  used  m  the  tests  When  a  buy  or  sell  signal  is  generated, 
the  system  does  not  determine  which  of  the  available  options  months  to  buy  or  sell  No  statistical  evaluation  study  of  the  results  of  the  test  was  made 


TREND  RESEARCH,  LTD.  P.O.  BOX  450  GREENSBORO,  N.C.  27402 

PLEASE  SEND  FREE  EIGHT  PAGE  DOCUMENTED  BROCHURE  ON  THE 
REVERSE  WAVE  SIGNAL  METHOD. 


NAME 


ADDRESS 
CITY 


ui  i  t  _   STATE  _  _.  /iir  _ 


ZIP 


SCOTLAND,  WITH  UNCANNY  FORESIC 
MARKETS  AT  THE  SAME  TIME.  THE] 


A 


£A±X 


billion  worth  of  goods  in  the  UK  a  year. 

Second  fact:  companies  in  Scotland  market 
over  $6  billion  in  goods  jn'  the  European  Economic 
Community  a  year. 

Companies  like  IBM.  Wang.  Hewlett-Packard. 
Rockwell.  Honeywell.  Nippon  Electric.  DEC.  Mitsubi- 
shi. CIBAiGeigy.  Baker  Oil  Tools.  Combustion  Engi- 
neering. National  Semi.  And  more,  lots  more. 

The  fact  is,  the  Great  Scots,  give  you  the  best 


for  marketing  technolo 

and  the  EEC. 

Why?  The  Scottish  work  ethic,  for  o 
Europe's  highest  proportion  of  university  gradu 
another.  (40%  in  science  and  technical  disci, 
alone.) 

And  most  of  all,  because  the  Scots  car 
sweep  and  momentum  of  over 200  years  oftechn 
.  Beginning  in  1765,  when  James  Watt  started  the  i 
trial  revolution  with  his  invention  -  the  steam  engii 


SCOTTISH  DEVELOPMENT  AGENCY 


LOCATED  ITSELF  IN  TWO 
D  THE  COMMON. 
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Executive/ 
Professional 
Unsecured 
Revolving  Line  of 
Credit  up  to 
$25,000 

ENTIRELY  BY  MAIL 
NO  PRE-PAY  PENALTY 

Call  or  write  Mr.  W.F.  Martin 
today.  Ask  how  you  can 
establish  a  credit  line. 

Call  toll-free  (800)  525-1344. 
In  Col.  call  (303)  341-6624. 


POSTAL 
EXtCUTIVE 


Mr.  W.F.  Martin 
Postal  Executive 
Financial  Services.  Inc. 
P.O.  Box  39F 
Denver.  CO  80239 


Name 


Address 


City 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mail- 
ing label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes  enter  your  address  on 
this  form  and  check  the  subscription  you 
prefer.  □  1  year  $36  □  3  years  $72  (the 
equivalent  of  one  year  free).  Canadian 
orders,  1  year  $50,  3  years  $104.  Orders 
for  other  countries  add  $25  a  year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N  Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 
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Readers  Say 


Dunce  pack 

Sir:  Let's  assume  the  MX  dense  pack 
plan  was  capable  of  everything  the 
Administration  says  it  was  ("Only  A 
Dunce  Could  Pack  Such  Density  Be- 
tween The  Ears,"  Fact  and  Comment, 
Dec.  6).  It  would  still  have  taken  years 
to  complete,  and  by  then  the  Soviets 
would  have  had  an  effective  answer  to 
it — at  probably  a  fraction  of  the  cost  of 
Dense  Pack. 
— Edward  Thompson 
New  York,  NY. 


Circular  problem 

Sir:  You  quoted  Andrew  Tobias  (Other 
Comments,  Oct.  25)  as  saying,  "If  the 
projected  budget  deficits  were  small- 
er, interest  rates  would  be  lower  be- 
cause .  .  .  inflationary  expectations 
would  ease.  Yet  if  only  interest  rates 
were  lower,  the  budget  deficits  would 
be  smaller.  ...  It  is  one  of  those  circu- 
lar problems." 

There  are  circles  within  the  circles, 
too.  The  Treasury  partially  subsidizes 
almost  everyone's  interest  pay- 
ments— except  its  own.  It  must  bor- 
row hugely,  at  rates  inflated  by  the 
subsidy,  in  order  to  continue  to  pay 
the  subsidy,  which  increases  the  defi- 
cit, which.  .  .  . 
— Thomas  E  Coates 
Gaithershurg,  Md. 


Pioneering  hospital 

Sir:  As  an  emeritus  trustee  of  Eisen- 
hower Medical  Center  and  as  a  sup- 
porter of  the  Betty  Ford  Center,  I  com- 
pliment you  on  your  excellent  piece 
"Selling  sobriety"  (Nov.  22).  Since  the 
article  highlighted  the  rather  large 
costs  of  alcoholic  rehabilitation,  you 
might  be  interested  in  the  rather  for- 
ward-thinking legislation  passed  just 
two  years  ago  in  California,  which 
created  a  new  hospital  category, 
namely,,  a  Chemical  Dependency  Re- 
covery Hospital. 

The  law's  intent  is  the  rehabilita- 
tion of  alcoholics  and  other  drug  de- 
pendents at  a  cost  of  approximately 
one-third  that  of  a  comparable  stay  in 
an  acute-care  hospital.  Because  it  is 
licensed  as  a  hospital,  patients  qualify 
for  third-party  reimbursement. 

Because  this  need  not  be  in  an 
acute-care  setting,  the  facility  itself 
can  be  constructed  at  approximately 
one-third  the  cost  of  an  acute-care 
hospital.  Since  all  meals  are  served  in 


a  central  dining  room  and  patients 
care  for  their  own  rooms,  operating 
costs  are  substantially  lower.  Treat- 
ment consists  of  a  four-week  regimen 
of  group  therapy,  counselling  and  oth- 
er learning  sessions  as  well  as  exercise 
and  dietary  programs.  The  patient  is 
not  admitted  to  the  Chemical  Depen- 
dency Recovery  Hospital  until  detoxi- 
fication has  been  completed. 

We  at  Eisenhower  Medical  Center 
are  very  proud  that  the  first  facility 
licensed  under  this  new  law  is  on  our 
campus  and  named  the  Betty  Ford 
Center  after  the  former  first  lady.  The 
first  patients  entered  on  Oct.  4.  Even 
at  this  early  date,  it  seems  apparent 
that  the  center  is  fulfilling  its  dual 
mission  of  treating  patients  success- 
fully and  furnishing  such  treatment  at 
a  substantially  reduced  price. 
— Walter  Annenherg 
Rancho  Mirage,  Calif. 


Trademark-buster 

Sir:  Re  your  editorial  on  the  Monopo- 
ly decision,  "Speaking  Of  Games  .  .  ." 
(Oct.  25).  A  court  must  hold  a  trade- 
mark generic  when  it  is  shown  that, 
in  public  usage,  the  trademark  has 
become  a  symbol  for  the  goods,  rather 
than  their  manufacturer. 

Until  we  can  convince  the  Court  or 
Congress  to  change  the  law,  the 
Ninth  Circuit  had  no  choice  but  to 
strike  down  Monopoly. 
— David  Pressman 
San  Francisco,  Calif. 


Victim  of  silly  law 


Joe's  self-serving  legend 

Sir:  You  cite  the  legend  of  Joe  Kenne- 
dy selling  out  before  the  1929  Crash 
because  of  remarks  by  a  bootblack 
("Wall  Street  at  shoe  level,"  Nov.  22). 

Kennedy's  decision  to  get  out  of  the 
market  was  based  on  a  more  funda- 
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mental  understanding  of  what  was 
happening  in  it  than  this  story — in 
whatever  version — might  suggest.  But 
he  shrewdly  fostered  the  legend  of  the 
bootblack  and  himself,  knowing  (in 
biographer  Richard  Whalen's  words) 
"that  the  less  fortunate  would  more 
readily  forgive  a  lucky  hunch  than 
another's  superior  judgment." 
— Max  Gartenberg 
Livingston,  N.J. 


Gold  and  jeans 

Sir:  Re  your  delightful  commentary 
about  jeans  (Fact  and  Comment,  Nov. 
22).  The  forty-niners  digging  for  gold 
who  inspired  the  creation  of  our  clas- 
sic jeans  would  probably  be  amused  to 
learn  that  gold  had  found  its  way  to 
the  back  pocket  of  their  pants. 
— Peter  E.  Haas 
Chairman, 
Levi  Strauss  &  Co. 
San  Francisco,  Calif. 

Sir:  In  that  same  issue,  you  described 
Levis  as  the  real  McCoy.  Are  there 
any  fake  McCoys? 
— Hilbert  Horwitz 
Pompano  Beach,  Fla. 


FDR's  real  tape 

Sir:  FDR  died  long  before  tape  record- 
ings were  available  in  the  U.S. 
("Among  Those  Extraordinary  Secret 
Tapes  Made  By  FDR,"  Fact  and  Com- 
ment, Oct.  25).  They  were  probably  in- 
stantaneous acetate  transcriptions 
(records),  but  certainly  not  magnetic 
tape.  Being  in  Washington,  it  may 
have  been  red  tape. 
— Gordon  Edwards 
Goodyear,  Ariz. 


Opinion  on  Abbott 

Sir:  Analysts'  buy-sell  opinion  for  Ab- 
bott Laboratories  should  have  been 
"buy"  rather  than  "sell"  in  your  ta- 
bles for  "Wall  Street  says  the  reces- 
sion is  over"  (Nov.  22). 
— Steven  Ladel 
New  York,  NY. 


Classy  trend 

Sir:  In  response  to  your  comment  that 
"Classy  is  a  word  that  isn't"  (Fact  and 
Comment,  Nov.  22),  "trendy"  is  a  word 
that  is — and  too  much  so. 

— Richard  //.  Barry 
Dallas,  Tex. 
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Balloon  Adventure 


Sail  with  us  aboard  our  colorful  eight-story-high  balloons  as  we  drift  gently  over 
castles,  vineyards  and  medieval  villages  in  the  lovely  Burgundy  region  of  France. 
You  will  experience  wonderful  happenings  and  smiling  faces  wherever  we  fly  on 
our  daily  "aerial  nature  walks."  Be  a  part  of  the  endless  adventures,  the  warm 
receptions,  instant  friendships  and  generous  hospitality  which  these  crowd- 
pleasing  balloons  create  everywhere.  Discover  an  extraordinary  and  highly 
successful  new  travel  concept,  now  in  its  seventh  year. 

Write  for  the  brochure  detailing  our  luxurious  one-week  adventures  from  May  to  October. 

the    B~a  "mUT  aTr  d  society 

6727  Curran  Street    /    McLean,  Virginia  22101 
Telephone  toll  free  (800)  862-8537    /    Virginia  (703)  448-9407 


SOME  THINGS  HAPPEN 
IN  WASHINGTON  THAT  EVERY 
BUSINESSMAN  IN  AMERICA 
SHOULD  BE  MADE  AWARE  Of. 

With  nearly  every  business  in  America  feeling 
the  effects  of  legislation  pouring  out  of 
Washington,  companies  must  stay  alert  if  they 
expect  to  stay  in  business. 

Mail  us  this  coupon  and  we'll  tell  you  how 
over  1500  corporations  and  associations  are 
in  a  position  to  keep  close  watch  on  what's 
happening  in  Washington  simply  because  they  ~  % 
located  in  Fairfax  County,  Virginia. 

Name  

Title  


Company. 
Address  


-  Phone . 


City. 


.State. 


.Zip. 


Inquire  in  confidence  to:  April  L.  Young,  Executive  Director,  Fairfax  County  Economic  Development  Authority, 
8330  Old  Courthouse  Road,  Suite  800,  Tysons  Corner,  Vienna,  Virginia.  22180.  Phone  (703)  790-0600. 


FAIRFAX  COUNTY,  VIRGINIA 
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Were  the  worlds  biggest 
small  appliance  companYDecause 
we're  mothers  little  helper. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


Our  remarkable  work-saving 
kitchen  appliances  can  be 
found  almost  anywhere  in 
the  world  today.  Our  food 
Drocessors,  toasters,  blenders, 
rypans  and  other  electrical 
lelpers  are  being  used  in  kitch- 
ens of  virtually  every  descrip- 
tion to  prepare  virtually  any 
meal  imaginable. 

Meeting  special  needs  for 
labor-saving  kitchen  help  has 
made  us  the  world's  biggest 
small  appliance 
company.  ^ 


rhe  most  popular 
nixer  worldwide 
ince  1930.  the 
Sunbeam  4I 
^ixmaster,  ™ 
low  features 
Jelectronic  controls 
md  has  20%  more 
x>wer  than 
jrevious  models. 


And  our  famous 
brands  are  providing  consumers 
with  utilitarian  products  for  their 
"kitchen  of  the  future." 

It  would  be  hard  to  find  a 
modern  kitchen  that  does  not 
utilize  some  appliance  made 
by  Sunbeam  or  Oster,  both 
Allegheny  International 
companies. 


Jtate-of-the-art  kitchen  help,  like  this 
Dster  Kitchen  Center,  can  be  found  in 
citchens  around  the  globe. 


Sold  in  more 
than  50  countries, 
Osterizer  blenders 
hold  the  number- 
one  market  position 
in  the  world. 


~W  Their  products 
include  Sunbeam 
Mixmaster  mixers,  toasters,  food 
processors,  electric  frypans, 
Osterizer  blenders  and  Oster 
Kitchen  Centers. 

Sunbeam  consumer  prod- 
ucts dominate  European  mar- 
kets with  kitchen  appliances 
from  Rima  and  Rowenta.  Their 
names  are  as  well  known  in 
overseas  markets  as  Sunbeam 
and  Oster  are  in  America. 
In  Australia,  from  5  to  6 
Sunbeam  products  can  be 
found  in  the  average  household. 


Sunbeam  frypans  are  number  one  in 
America,  the  United  Kingdom, 
Australia,  and  around  the  world. 


And  innovative  products  like 
self-sharpening  knives  and 
scissors  from  Wilkinson  Sword, 
another  Allegheny  International 
company  are  quickly  gaining 
acceptance  in  American  and 
European  kitchens. 

At  Allegheny  International, 
we  believe  that  applying  spe- 
cial skills  to 
meet  special 


Products  like  this 
popular  coffee 
maker  have 
helped  Rowenta 
become  a  leading 
brand  of  small 
appliances  in 
Europe. 


needs  is 
the  means 

for  growth.  And  we're  ap- 
plying our  special  skills  in  the 
world's  fastest  growing 
markets— aerospace  and  de- 
fense, transportation,  electron- 
ics, safety  and  protection,  and 
consumer  products. 

That's  what  makes  Allegheny 
International  so  special. 

For  information,  write  to  us  at 
Box  456VV  Two  Oliver  Plaza, 
Pittsburgh,  PA  15230. 


!  MORRISON-KNUDSEN  COMPANY,  INC. 

ease  Idaho  83729 
Engineers  Builders  Developers  Managers  Egual  Opportunity  Employers 
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Robert  O., 

your  oil  field's 
ready. 


Three  months  ahead  of  schedule! 

Morrison-Knudsen  people  have 
tackled  some  pretty  rugged  projects  in 
the  giant  engineering  and  construction 
company's  70-year  history,  but  few  were 
more  unforgiving  than  ARCO's  Kuparuk 
River,  Alaska,  oil  field. 

Kuparuk's  in  polar  bear  country, 
250  miles  north  of  the  Arctic  Circle,  27 
miles  west  of  Prudhoe  Bay,  an  expanse 
of  frozen  nothingness  with  a  lot  of  oil 
underneath  it.  Dark,  windy  and  cold 
(chill  factors  of  —  70°  F  are  common). 

There  700  people— from  M-Kand 
ARCO— spent  two  years  and  nearly 
$100  million  building  a  city  of  pre- 
fabricated modules  (some  weighing  in 
at  1, 700  tons  and  rising  six-stories), 
installing  70  miles  of  above-ground  pipe- 
line, and  erecting  a  steel  bridge  across 
a  river  that  had  a  nasty  habit  of 
flooding  every  Spring. 

What's  noteworthy  is  that  they 
managed  to  do  all  this  in  three  months 
less  time  than  they  planned.  When 
you  consider  that  ARCO  will  pump 
about  1 75  barrels  of  crude  from 


Kuparuk  in  the  time  it  takes  you  to 
read  this  ad,  that  three-month  time 
saving  becomes  very  significant. 

How  did  they  manage  it?  The 
project  team  leaders  were  all  old  Alat 
hands— M-K  has  completed  many 
projects  in  Alaska  and  its  staff  includ< 
a  collection  of  people  who  like  worki 
in  its  challenging  environment. 

These  people  knew  from  exper 
ence  how  to  maintain  total  control,  at 
how  to  communicate.  Their  compute 
satellites  and  exquisitely  detailed 
systems  kept  everybody  everywhere 
up-to-date. 

We  at  Morrison-Knudsen  are 
especially  proud  of  what  our  people  e 
their  ARCO  partners  accomplished  a 
Kuparuk.  It  demonstrates  fully  what  i| 
offer  our  clients:  on-time,  on-budget 
performance  anywhere. 

If  you  have  a  big,  tough  project 
your  drawing  board,  let's  talk  about  it 
Call  our  CEO,  Bill  McMurren,  at  (208 
386-6700.  M-K  asks  only  one  thing  ot 
clients:  A  good  shot  at  a  fair  profit. 


CA  Contractor  s  license  f  0< 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


"WHERE'S  THE  ECONOMY  GOING  TO  BE  AT  THIS  NEW  YEAR'S  END?" 


That  was  the  title  on  our  forecast  in  this  same  place  at 
this  same  time  just  a  year  ago.  Because  it  didn't  turn  out  to 
be  very  wide  of  the  mark,  we  quote: 

"At  the  beginning  [of  1982],  the  only  thing  up  will  be 
unemployment,  with  most  else  more  down  than  most 
estimates.  Two  of  these  downers,  though,  will  make  for 
the  year-end's  real  Up.  Interest  rates  won't  reach  single 
digits,  but  they'll  come  close.  The  inflation  rate  will  get  as 
low  (everything's  relative,  you  know)  as  7%. 

"Unlike  the  prevailing  forecasts  from  our  Wizards  of 
economic  Ooze,  I  foresee  a  Big  V — an  unmitigated  slide, 
followed  by  a  seldom-faltering  climb. 

"Unfortunately,  the  economy's  recovery  isn't  apt  to  be 


in  sufficient  bloom  to  help  on  Election  Day,  Nov.  2." 

As  the  last  paragraph  stated — the  recovery  wasn't  and  it 
didn't.  Where  will  we  be  at  the  end  of  1983? 

Unfortunately,  I  can  only  repeat,  "At  the  beginning,  the 
only  thing  up  will  be  unemployment." 

The  stock  market,  after  12  months  of  yo-yoing  during 
1983,  will  end  higher  than  its  current  near-record  high. 

Interest  rates  will  be  single  digit,  the  prime,  8% — give  or 
take  a  half.  As  for  that  V — the  right  arm  may  be  at  a  wider 
angle  than  we're  accustomed  to  seeing.  But  as  regards  the 
unanimity  of  those  who  see  a  recovery  that  is  wobbly, 
faltering  and  largely  flat — they  will  be  busy  explaining  at 
this  year's  end  why  they  were  wrong. 


THERE  ARE  MORE  ILLEGAL  ALIENS  THAN  UNEMPLOYED 


in  the  U.S.  Incredible,  isn't  it.  Ten-and-one-half-million 
citizens  without  work,  and  more  than  ten-and-one-half- 
million  unlawfully  in  the  U.S. 
Presumably  it  would  be  fair  to  say  that  a  number  of 

A  PLACE 

is  almost  as  necessary  to  life  as  something  to  eat.  The 
American  dream,  though  never  realizable  for  all,  is  owning 
one's  own  home — be  it  of  the  surburban  white-picket- 
fence  variety  or  a  segment  of  a  city  hi-rise.  A  place  of  one's 
own — owned,  rented,  borrowed  or  whatever — is  a  first 
requisite  for  independence,  for  living  a  grown-up  life. 

That  long-held  dream  has  been  a  prime  spark  for  our 
extraordinary  economic  growth.  Heretofore,  it's  not  been 
unaffordably  impossible  for  innumerable  Americans. 

As  a  result  of  this  dominant  desire,  the  housing  industry 
in  our  country  has — mostly — flourished,  punctuated  (or 
should  I  say  "punctured"?),  of  course,  by  the  occasional 
Florida  1920s  type  boom  &  bust  episodes,  and  the  Depres- 


illegal  aliens  are  working  at  jobs  that  might  otherwise  be 
filled  by  jobless  Americans. 

Surely  not  all  aliens  are  working  at  tasks  so  "menial" 
that  Americans  won't? 

TO  LIVE 

sion  debacle.  Entrepreneurial  housing  developers,  big  and 
little,  urban,  suburban  and  rural,  have — mostly — been  able 
to  count  on  a  profit  resulting  from  this  basic  American 
wish  and  fulfillment  of  same. 

One  immense  byproduct  of  the  availability  of  housing 
has  been  to  provide  this  country  with  one  of  its  greatest 
strengths:  a  mobile  work  force.  The  textile  industry  dries 
up  in  New  England?  People  could  head  to  where  the  sun 
was  and  jobs  were  growing,  knowing  they  could  always 
find  a  place  to  live.  In  contrast,  in  any  and  every  country  in 
Europe  (including  the  Scandinavian  countries  and  other 
parts  of  Western  Europe  with  the  very  highest  standards  of 
living)  a  place  to  live  has  been  in  chronic  short  supply. 
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Ncwlywcds  wait  for  years  for  their  own  place  to  bed  down. 
If  a  job  is  lost,  one  can't  pick  up  and  leave  because  often 
there  is,  literally,  no  place  to  live  if  one  goes. 

The  present  housing  industry  depression  won't  last  for- 
ever. Until  lately,  not  only  have  high  interest  rates  pre- 
vailed, but  money  at  any  rate  has  been  unavailable  for  so 
many  who  hoped  to  build  or  buy.  That  put  this  greatest 
basic  business  in  the  dumps. 

Higher  rates  than  the  old  8% -9%  are  probably  here  to 


stay — but  not  at  anything  like  the  present  double-digit 
depressant.  Housing  needs  grow  with  every  canceled  start, 
every  postponed  plan.  The  dream's  not  changed,  the  desire 
and  the  necessity  are  greater,  not  lessened. 

The  demands  on  the  housing  industry  and  for  all  its 
components — labor,  lumber,  appliances,  furniture,  you 
name  it — ls'being  unleashed  again.  In  a  couple  of  years,  a 
booming  market  is  more  apt  to  be  the  problem  than  the 
present  "no  market." 


APROPOS  THE  ABOVE,  COMPANIES  HAVING  FIRE  SALES 

on  timberland  should  hesitate — if  they  can  afford  to — before 
deep  discounting.  Conversely,  companies  who  can  afford  to 
can't  be  too  wrong  in  buying  bargain-priced  timberland. 

A  CERTAIN  DISPARITY 

Received  by  Forbes  subscribers  the  morning  of  Nov.  22 


ONLY  A  DUNCE  COULD  PACK  SUCH  DENSITY  BETWEEN  TWO  EARS 

It  may  seem  beyond  believing,  but  the  Defense  Depart-  The  Soviets  would  aim  so  many  missiles  at  this  cluster 

ment  really  is  proposing  to  base  the  controversial,  unfath  that  they'd  bang  into  each  other  and  explode  before  any  hit 

omably  expensive  MX  missile  in  a  cluster  of  silos  about  the  target.  Yup,  it's  actually  what  they're  proposing 

1,800  feet  from  each  other  One  hundred  of  them  The  idea?  "Dense  pack,"  it's  called  A  dunce  pack  they  are 


From  the  New  York  Times,  Nov.  23 


REAGAN  PROPOSES  'DENSE  PACK' 
OF  100  MX  MISSILES  IN  WYOMING; 


AFTER  VIEWING  CHINA, 

In  the  same  day's  Times  as  the  MX  headline  shown 
above,  this  appeared  in  the  Washington  Talk  feature: 
"Yesterday,  in  his  remarks  to  the  National  Press 
Club  when  the  subject  of  Taiwan  came  up,  Malcolm 
Forbes  responded  with  words  that  struck  some  of 
his  conservative  admirers  like  an  apostatic  thunder- 
clap. He  declared  that  Taiwan  'shouldn't  be  a 
problem'  except  for  'some  throwback  types  in  this 
Administration.' 

"Having  raised  some  eyebrows,  Mr.  Forbes,  who 
had  just  returned  from  a  trip  to  China,  continued: 
'Taiwan  is  happy.  They're  selling  us  billions  of  dol- 
lars of  goods  of  every  kind  every  year.  The  simple 
fact  is  that  Taiwan  is  part  of  China,  always  has  been, 
always  will  be.' 

"The  publisher  said,  'It  would  be  silly  to  jeopardize 
our  good  relations  with  China  over  that  issue. '  " 
Added  the  Washington  Times'  "Diana  Hears"  (formerly 
the  Washington  Post's  "Ear"): 

"  'Do  you  suppose  they  Put  Something  in  his  won- 

ton?'  wept  one  rightcr-than-thou  pressie." 

*     *  * 

Before  any  of  the  high-placed  Apoplectic  place  cyanide 
in  my  soup,  I'd  like  to  report  what  else  was  said  then  and 


SOME  VIEWS  ON  CHINA 

there — namely  that  there  was  no  possibility  ot  a  Chinese 
military  invasion  of  Taiwan:  "The  Chinese  have  more 
immediate  military  matters  on  their  mind  than  trying  to 
mount  an  invasion  across  200  miles.  You  recall  that  Mr. 
Hitler  didn't  succeed  across  the  20  miles  of  the  Channel." 

Other  observations  made  to  the  National  Press  Club 
about  China  continue  below: 

"There  is  a  tendency  for  foreigners  to  think  of  China  as  a 
monolithic  country.  It  isn't.  Mr.  Deng  is  certainly  in 
charge.  But  he  doesn't,  Peking  doesn't,  just  issue  orders. 
The  Party  Congress  decides  on  policy,  but  each  province 
makes  many  local  decisions.  It  was  so  apparent  in  every 
town  who  was  in  charge.  It  was  always  a  particular  minis- 
ter, and  he  didn't  necessarily  take  orders  from  his  counter- 
part in  Peking. 

"There  is  a  dichotomy  in  China  today,  a  turn  toward  the 
West.  There  are  the  evidences  of  motivation,  of  people 
selling  things  that  they  had  privately  made.  There  is  free 
enterprise  there,  a  free  marketplace.  It  is  where  so  much 
gets  done.  It  is  a  kind  of  creeping  capitalism,  and  it  has 
been  encouraged  because  it  has  been  productive. 

"I  think  the  discussion  of  whether  Hong  Kong  will 
return  to  the  Chinese  flag  is  rather  silly.  It's  going  to.  The 
Chinese  may  agree  to  make  it  a  free  port,  and  they  may 
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leave  certain  knowledgeable  people  in  charge.  But  to  argue 
that  they  should  extend  the  British  mandate — forget  it. 
That  just  isn't  going  to  happen. 

"For  this  country  and  this  Administration  to  make  an 
issue  of  Taiwan  just  isn't  going  to  fly  with  China.  The 
arrangements  we  have  made  about  agreeing  to  taper  off  our 
military  aid  were  reluctantly  accepted  by  the  Chinese.  But 
continued  disagreement  over  Taiwan  could  just  bring 
down  the  curtain  on  U.S.  relations  with  China. 

"Now,  there  are  those  here  who  might  think  that 
wouldn't  be  bad  for  the  U.S.  In  my  opinion,  it  would  be 
very  bad.  The  residue  of  friendship  in  China  toward  Amer- 
ica is  so  real.  Most  of  us  who  are  over  50  remember,  as 
youngsters,  times  of  floods  on  the  Yangtze  and,  as  children 
in  the  second  or  third  grade,  how  we  all  stuffed  boxes  with 
things  for  the  flood  victims.  There  are  still  memories  of 
that  in  China. 

"They  remember  vividly  something  most  of  us  aren't 
even  aware  of,  that  after  the  Boxer  Rebellion,  the  U.S.  didn't 
take  all  its  reparations;  the  Chinese  used  the  funds  for 
education.  And  those  things  that  we  have  forgotten  about 
are  still  very  real  to  the  Chinese.  The  years  of  hostility  since 
the  People's  Republic  took  over,  the  years  of  propaganda 
have  left  very  little  imprint  except  on  certain  fanatical 
types.  We  came  across  a  few  of  those,  but  not  many. 

"There  is  no  sense  of  hostility  to  the  U.S.  in  China.  And  in 
the  highest  levels  to  which  we  were  exposed,  it  was  perfectly 


apparent  that  they  have  immense  regard  for  American 
capability,  technology  and  businessmen.  They  have  a  great- 
er regard  for  American  business  prowess  than  many  of  our 
State  Department  representatives  in  foreign  countries. 

"I  hope  the  President  will  go  to  China.  A  personal  visit 
can  make  a  big  difference  in  the  impressions  one  gets. 

"If  the  President  won't  go,  George  Shultz  would  be  the 
next  best  choice.  But  for  the  President  not  to  go  because  of 
concern  about  Taiwan  would  be  too  bad.  We're  Taiwan's 
best  market.  We  buy  billions  of  dollars'  worth  of  stuff  from 
them.  Taiwan  is  a  thriving  entity,  but  it  is  not  a  country, 
and  it  has  traditionally  been  part  of  China. 

"There  is  not  going  to  be  a  military  solution  over 
Taiwan,  no  military  intervention.  .  .  .  China's  foreign  af- 
fairs problems  all  relate  to  Russia,  not  only  on  their  own 
borders,  but  south  of  their  borders. 

"Their  areas  of  concern,  our  concern  in  foreign  affairs 
largely  coincide.  And  there  is  nothing  that  creates  friction 
between  us  except  this  Taiwanese  problem,  which 
shouldn't  be  a  problem  at  all.  Taiwan's  existence  doesn't 
depend  on  the  kinds  of  things  that  are  occasionally 
brought  up  by  some  throwback  voices  in  the  Administra- 
tion. Such  views  that  have  to  do  with  that  nonissue  can 
sever  the  very  consequential  friendly  relationship  that  is 
now  being  built  up  between  China  and  the  U.S." 

(For  a  blow-by-blow  account  of  our  China  trip,  see 
fellow  traveler  Cliff  May's  article  beginning  on  page  272.) 


BY  BEING  TOO  SHARP 

in  buying,  you  cut  yourself  along  with  the  price. 


THERE'S  A  BIG  DIFFERENCE 

between  cheap  and  reasonable. 


WHERE  ARE  M.S.  FORBES  JR.'S  EDITORIALS? 


It  was  in  1972,  ten  years  ago,  that  the  first  editorial 
from  son  Steve  (M.S.  Forbes  fr.)  appeared  in  this  space, 
and  his  comments  have  been  in  every  issue  since. 
Beginning  with  this  issue,  he  has  his  own  page  of  Fact 
and  Comment  (p.  31). 

Being  as  objective  as  a  deeply  grateful  father  can  be, 
in  my  view  and  that  of  many  others,  Steve's  views  are 
fresher,  sharper,  deeper  and  more  discerning  than 


most  one  reads  these  days — here  and  elsewhere. 

Founder  and  father  B.C.  Forbes  wrote  the  first  Fact  and 
Comment  in  the  first  issue  of  Forbes  on  Sept.  15,  1917. 

Thirty-five  years  ago  my  own  first  editorial  appeared 
in  these  pages — Mar.  15,  1948. 

I'm  very  happy  not  to  have  waited  until  I  am  dead  for 
MSF  Jr.  to  have  more  of  the  space  that  his  writings 
warrant. 


BCF,  1917  MSF,  1948  MSF  Jr.,  1972 

As  they  looked  when  their  first  editorials  appeared 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mind.  -MSF 


Overadvised 

A  consultant  is  someone  who  bor- 
rows your  watch  to  tell  you  the  time; 
a  consultant  is  someone  who  knows  a 
hundred  ways  to  make  love  but 
doesn't  know  any  girls.  The  main 
problem  with  the  American  economy 
may  be  an  excess  of  advice.  It  almost 
goes  without  saying  that  there  are  rel- 
atively few  management  consultants 
in  Japan,  and  that  one  of  the  biggest 
foreign  markets  for  American  con- 
sulting firms  is  Great  Britain. 

— David  Owen,  Harper's 

Cure  for  Insomnia 

Many  people  who  think  they  are  in- 
somniacs are  really  getting  all  the  sleep 
they  need.  Some  people  need  only  five 
hours'  sleep  a  night,  others  need  ten. 
Unless  you  are  terribly  tired  during  the 
day,  what's  wrong  with  sleeping  less? 
— John  Stossel,  Shopping  Smart 

Look  to  the  Future 

Governments  everywhere  are  torn 
between  the  clamor  of  troubled  obso- 
lescence and  the  claims  of  unmet  op- 
portunity; between  the  sufferers  of  ag- 
ing pains  and  the  sufferers  of  growing 
pains;  between  enterprises  shrinking 
from  competition  or  asking  subsidies 
for  their  errors  and  companies  seeking 
human  and  capital  resource  to  create 


new  products  and  markets  for  them. 

Socialists  and  totalitarian  govern- 
ments are  doomed  to  support  the  past. 
Because  creativity  is  unpredictable,  it 
is  also  uncontrollable.  If  the  politi- 
cians want  to  have  central  planning 
and  command,  they  cannot  have  dy- 
namism and  life.  A  managed  econo- 
my is  almost  by  definition  a  barren 
one,  which  can  progress  only  by  bor- 
rowing or  stealing  from  abroad. 

— George  Gilder, 
Wealth  and  Poverty 


I  am  a  great  believer  in  luck, 
and  the  harder  I  work  the 
more  I  have  of  it. 

— Stephen  Leacock 
In  Gems  tones:  Daily 
Reflections  for  Positive  Living 


Misused  Cliche 

A  "Hobson's  choice"  is  not  a  diffi- 
cult dilemma;  it  is  no  choice  at  all. 
Tobias  Hobson  kept  an  inn  at  Cam- 
bridge and  a  stable  of  fine  horses,  but 
according  to  an  account  in  E.  Cobham 
Brewer's  Dictionary  of  Phrase  and  Fa- 
ble: "When  a  man  came  for  a  horse, 
he  was  led  into  the  stable  where  there 
was  great  choice,  but  was  obliged  to 
take  the  horse  which  stood  nearest  to 


the  stable-door;  so  that  every  custom- 
er was  alike  well  served,  according  to 
his  chance,  and  every  horse  ridden 
with  the  same  justice." 

— Martin  Nolan, 
Washington  fournalism  Review 

Full  Speed  Nowhere 

Hot-air  ballooning  is  the  only  sport 
where  you  can  be  going  full  throttle 
and  still  get  passed  by  a  butterfly. 

— William  Lewis,  eminent 
balloonist,  The  Courier-News 

Icebox  Radio 

Muscovites  mock  the  imbalance  in 
their  condition.  The  way  to  celebrate 
the  holiday  on  Sunday,  they  say,  is  to 
put  the  family  radio  inside  the  family 
refrigerator:  At  mealtime,  just  open 
the  door  and  listen  to  how  well  off 
you  are.  Besides  the  hostile  weather, 
there  are  growing  shortages  of  man- 
power, horrendous  deficiencies  in  dis- 
tribution and  bureaucracy  and  an  im- 
possibly complex  planning  system. 
And  there  is  massive  corruption  by  a 
selfish  elite — a  system  so  geared  to 
hoarding  power  and  privilege  that  it 
will  never  tap  the  Russian  people's 
natural  vitality. 

When  a  character  in  a  current  Mos- 
cow play  announces  his  distaste  for 
capitalism,  he  brings  down  the  house 
by  explaining:  "Under  capitalism, 
people  have  to  work!" 

— Max  Frankel,  New  York  Times 

Entitled  Titles 

Louisiana-Pacific  conducts  its  busi- 
ness with  as  few  employees  as  possi- 
ble, another  [CEO,  Harry  A.]  Merlo 
trademark.  The  company's  headquar- 
ters takes  up  just  one-and-a-half  floors 
in  a  Portland  office  building.  It  has 
only  four  titled  officers,  a  largely  sym- 
bolic way  of  making  Harry  Merlo's 
point:  "I  have  an  aversion  to  titles," 
he  says.  "You  give  a  guy  a  title  and  he 
hires  someone  to  do  his  job." 

— Wall  Street  fournal 

What  d  He  Say? 

In  those  days  [1965]  practically  no 
one  tape-recorded  news  interviews; 
they  took  notes  instead.  I  liked  that 
better  because  when  it  got  written  up, 
it  would  always  be  different  from  what 
I'd  actually  said — and  a  lot  more  fun 
for  me  to  read.  Like  if  I'd  said,  "In  the 
future  everyone  will  be  famous  for  15 
minutes,"  it  could  come  out,  "In  15 
minutes  everybody  will  be  famous." 

—POPism:  The  Warhol  '60's, 
by  Andy  Warhol 


"Send  Orgill  in,  will  youl  I  have  something 
I'd  like  to  bounce  off  him. " 
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You  can't 
take  on 
IBM  and  Wang 
on  guts  alone. 


Guts  aren't  enough  to  take  your 
sales  from  $100,000 to  $30  million 
in  2  years.  Over  ten  thousand  users 
don't  pick  you  because  they  ad- 
mire your  nerve.  You've  got  to 
have  the  goods. 

Syntrex  has  them  —  from  the 
only  memory  typewriter  with  a  25- 
line  screen  all  the  way  to  an  elec- 
tronic tiling  cabinet  that  holds  up 
to  120,000  pages. 

And  you've  got  to  have  prod- 
uct advantages: 

Typewriter  based  word 
processing. 

The  base  of  a  Syntrex  word 
processing  system  is  something 
you've  seen  a  million  times.  The 
typewriter.  When  Wang  and  IBM 
move  in,  they  bring  a  strange 
keyboard,  something  new  to 
learn.  Behind  that  comes  the 
printer,  something  new  to  find 
room  tor.  The  familiarity  of  the 
typewriter  makes  Syntrex  easier 
to  learn.  And  because  the  type- 
writer is  also  the  printer,  every- 
thing the  operator  needs  fits  on  a 
standard  desk  return. 

The  only  memory  typewriter 
with  a  screen. 

The  Syntrex  Libra  is  the  only 
memory  typewriter  with  a  full,  25- 
line  screen.  The  best  anyone  else 
can  offer  is  a  20-to  50-character 
window.  Where  Libra  gives  you  a 
full  display,  the  competition  is 
handing  you  a  line. 


Modular  systems. 

Syntrex  built  obsolescence  out 
by  making  our  office  systems  mod- 
ular. As  you  graduate  to  more  ad- 
vanced systems,  you  simply  add 
on  to  existing  equipment.  With 
Wang  and  IBM,  when  you  move 
up  you  may  have  to  start  over. 

Exclusive  features. 

Syntrex  can  do  everything  from 
repetitive  typing  to  word  process- 
ing, from  simple  calculations  to 
budget  consolidations,  then  com- 
municate it  to  other  locations  or 
your  computer  system 

And  only  Syntrex  can  give  you 
"redundancy"  —  a  complete  back- 
up system  Only  Syntrex  has  multi- 
window  editing,  remote  trouble 
shooting,  automatic 
footnoting,  smooth  ^ 
scroll,  wide-document 
folding,  just  to  name  a 
few  exclusive  features.  1 


Call  or  write  right  now. 

We  have  told  you  only  a  frac- 
tion of  the  Syntrex  story.  Fill  in  the 
coupon.  We'll  tell  you  more  about 
the  goods  that  gave  us  the  guts  to 
take  on  Wang  and  IBM. 

Or  call  toll-free 

1-800-526-2829 

in  N.  J.  201-542-1500 


r 


YES!  I'd  like  to 

know  more  about  the  company  that's 
got  the  goods  as  well  as  the  guts. 


Syntrex  Incorporated 

246  Industrial  Way  West 
Eatontown.  NJ  07724 
(201)  542-1500 

□  Please  send  more  information 

□  Please  send  me  a  salesman 


Name  

Company 
Address  _ 
City  


Title 


SYNTREX 


.  State 


Zip 


Phone (  ) 


1 

I 
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new  kind  of  tactical  sonar  that  can  detect 
submarines  at  greater  distances  than  ever  before 
possible.  And  the  sub  can't  tell  it's  being  watched. 
Which  electronics  company  received  the  contract?' 


Gould  is  concentrating  its  interrelated  technologies  and  products  in  six  rapidly  expanding 
electronics  markets:  high-performance  32-bit  minicomputers,  factory  automation,  test  and 
measurement,  medical  instrumentation,  defense  systems,  and  electronic  components  and 
materials.  Over  the  next  decade,  these  worldwide 
markets  should  outpace  the  rest  of  the  electronics  _ 

industry.  For  more  information  about  our  growth  ft  I  II  l~^l 

strategy,  write:  Gpuld  Inc.,  Department  A,  Ij  I 

10  Gould  Centerfaplling  Meadows,  IL  60008.  M  w 


Electronics  &  Electrical  Products 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


DON'T  BELIEVE  THE  GLOOMY  CONSENSUS  ON  '83— IT'S  WRONG 


Each  December  at  its  annual  press  luncheon,  U.S.  Steel 
asks  its  guests  to  fill  out  a  questionnaire  concerning  what 
they  see  ahead  for  the  economy  in  the  upcoming  year.  The 
writer  whose  predictions  come  closest  to  what  actually 
transpires  wins  the  company's  coveted  "Crystal  Owl." 

This  writer's  prognostications  for  1983  are  given  in  the 
box  below. 

My  credentials,  aside  from  having  picked  the  right  sur- 
name ?  I  am  the  only  contestant  in  the  Owl's  40-year  history 
to  win  the  award  for  two  consecutive  years.  I  won't  mention 
the  specific  years;  that  would  lead  to  the  embarrassing 
question  of  what  has  happened  since  to  my  crystal  ball. 

These  predictions  may  seem  Pollyanna-ish,  but  there 
are  a  number  of  positive  underlying  trends  that  most 
prognosticators  are  downplaying  or  overlooking  entirely. 

The  Consumer.  He's  in  good  shape,  even  though  he 
feels  terrible.  Since  early  1980,  the  average  American  has 
been  paying  down  debts  and  saving  more  money.  His 
financial  balance  sheet,  assuming  he  has  a  job — and  88% 
of  us  still  do — is  robust.  After  three  years  of  belt-tighten- 
ing, people  this  spring  will  start  to  spend  a  little  more. 

Other  catalysts  for  increased  outlays:  Consumer  interest 
rates  are  inching  down  from  their  catastrophic  highs. 
Housing  and  autos  are  already  showing  faint  signs  of  new 
life.  In  addition,  millions  of  taxpayers  will  be  receiving 
substantial  refunds  because 
the  IRS  didn't  change  its 
withholding  tables  to  re- 
flect fully  the  1982  income 
tax  cut. 

Profits.  They  will  show 
a  sizable  increase  over 
1982,  anywhere  from  20% 
to  30%.  Companies  have 
cut  back  sharply,  thereby 
achieving  much  lower 
break-even  points. 

Another  important  factor 
hidden  by  the  recession's 
severity:  The  quality  of  cor- 


MSF  JR.'S  1983  ECONOMIC  FORECAST 

1982 

1983 
Forecast 

Prime  interest  rate  on  Nov.  1 

ny2% 

7Vt% 

DJI  closing  on  Nov.  1 

1005.70 

1325 

U.S.  auto  production  first  nine 
months 

3.9  mil. 
units 

5.2  mil. 
units 

Average  number  drilling  rigs  oper- 
ating in  U.S.  first  nine  months 

3,297 

2,600 

Exchange  rate  of  yen  to  the  U.S. 
dollar  on  Nov.  1 

276  yen 

226  yen 

Unemployment  rate  for  October 

10.4% 

9.8% 

Gross  national  product  as  of  the 
third  quarter 

$3,091 
bit. 

$3,375 
bil. 

GNP  deflator  annual  rate  as  of  the 
third  quarter 

5.6% 

3.7% 

porate  earnings  is  improving  dramatically.  Inflation  is 
dead  for  now.  The  costly  distortions  it  imposed  because  of 
its  impact  on  inventories  and  depreciation  schedules  are 
gone.  Moreover,  changes  in  the  tax  law  have  liberalized 
depreciation  schedules,  boosting  future  cash  flows. 

Result:  Companies  won't  have  to  borrow  so  much  to 
finance  a  recovery. 

Interest  Rates.  Short-term  rates  will  fall  well  within 
single  digits;  the  prime  will  end  the  year  in  the  6%-to-8% 
range.  In  fact,  if  Volcker  were  doing  his  job  properly,  we 
would  have  these  rates  now.  By  historical  standards,  such 
levels  will  still  be  very  high  when  adjusted  for  inflation. 

Although  the  economy  will  do  surprisingly  well,  its 
course  will  be  uneven  and  bumpy. 

Capital  spending  won't  make  much  of  a  comeback  until 
1984.  Companies  will  be  loath  to  undertake  major  outlays 
until  they  are  convinced  the  recovery  is  for  real.  For  the 
same  reason,  they  won't  be  expanding  payrolls  very  much. 
Unemployment  will  end  the  year  near  10%. 

Inflation  has  covered  up  a  number  of  shaky  investments 
and  bad  business  practices;  there  will  be  several  notable 
bankruptcies  in  the  months  ahead. 

A  nasty  steel  strike  this  summer  could  retard  the  econo- 
my for  a  couple  of  months. 
But  all  of  this  shouldn't  upset  the  recovery  apple  cart. 

True,  there  are  a  number 
of  things  that  could  go 
wrong — Volcker  keeping 
rates  too  high,  Congress 
passing  a  major  tax  increase 
or  industrial  nations  de- 
scending into  protection- 
ism and  trade  wars.  For  a 
variety  of  reasons,  though, 
these  nightmares  will  not 
come  to  pass. 

Despite  a  miserable  stait, 
1983  will  end  with  the 
economy  growing  at  a  vig- 
orous 6% -to- 7%  pace 
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pTRANGE  THINGS 
CAN  HAPPEN  WHEN 
YOU  DON'T  HAVE 
THE  PROTECTION 
CONNECTION" 


Frank  B.  Hail  is  The  Protection  Connection™  for  the  global  business  community. 
Our  inventiveness,  our  creativity  and  our  resourcefulness  connect  significant 
corporations,  both  large  and  small,  to  the  most  progressive  insurance  coverages. 
And  the  most  advanced  risk  management  services.  Don't  let  strange  things  happen 
to  your  hard-earned  business  assets.  Make  Frank  B.  Hall  your  Protection 
Connection™  to  the  new  world  of  corporate  insurance.  n,«« 

FRANK  B.  HALL  &  CQ  & 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


$  2  5 -per  barrel 

crude  with 
the  forsythia 


Life  follows 
art  again 


An  unprecedented 
$70  billion 
swing  will 

squeeze  big  banks 


BLESSINGS  AND  PROBLEMS  IN  DISGUISE 

With  inflation  calmer  and  economic  recovery  slow  around  the 
world,  oil  prices  will  continue  to  soften  through  the  remainder  of  the 
winter.  Some  expect  a  drop  from  the  present  $34  a  barrel  for  Saudi  light 
crude  to  $25  by  the  time  the  forsythia  start  popping  this  spring. 

To  the  oil-importing  countries  the  trend  is  obviously  a  short-term 
blessing,  but  one  that  carries  some  longer-range  menace.  Lower  oil 
prices  will  slow  worldwide  conservation  efforts,  oil  substitution  pro- 
grams and  the  search  for  new  energy  sources. 

For  much  the  same  reasons,  the  oil  exporters  will  also  feel  pain.  OPEC 
is  no  longer  running  the  world  oil  market  in  the  cavalier  fashion  it  did 
in  the  1970s.  In  1982,  owing  to  weaker  demand,  non-OPEC  oil  produc- 
tion exceeded  OPEC  production  for  the  first  time.  Since  1973  the 
cartel's  share  of  the  non-Communist  world  market  has  dropped  from 
60%  to  45%.  However,  American  Express  Bank  International  con- 
cludes, "A  new  [lower]  pricing  strategy  might  be  in  the  interest  of  the 
OPEC  group." 

Even  in  the  short  run,  weaker  oil  prices  have  not  been  all  bad  for 
some  OPEC  members.  Their  billions  previously  raked  in  and  invested 
in  U.S.  Treasury  and  other  solid  securities  have  shown  fat  profits  as 
stock  and  bond  prices  climbed  in  the  latter  months  of  1982.  For  all  the 
squeeze  on  their  oil  profits,  OPEC-based  capital  has  not  stopped 
flowing  into  the  U.S.  financial  markets. 

Literary  note:  The  plot  of  Green  Monday,  a  bestselling  novel,  hung  on 
OPEC  quietly  investing  in  the  stock  market,  then  slashing  the  price  of 
oil.  Result:  The  Dow  Jones  average  trebles  and  OPEC  makes  far  more 
in  the  market  than  it  could  have  in  oil.  Well,  OPEC  didn't  push  for 
lower  prices,  but  life  is  following  art  again.  OPEC's  $400  billion 
investments — 40%  in  long-term  U.S.  stocks  and  bonds — reaped  large 
paper  profits  in  1982. 

The  weakness  in  oil  prices  has  led  to  a  huge  swing  in  the  current 
account  of  OPEC  members.  In  1981  it  added  up  to  a  $60  billion 
surplus — they  collected  $60  billion  more  in  revenues  than  they  sent 
out.  In  1982  the  surplus  vanished  and  the  OPEC  countries  wound  up 
with  a  current  account  deficit  on  the  order  of  $10  billion. 

This  $70  billion  swing,  unexpected  and  unprecedented,  will  severely 
test  the  international  banking  system.  To  finance  deficits,  some  Gulf 
States  will  withdraw  funds  from  already  hard-pressed  major  banks. 
Indeed,  it's  already  happening.  "So  far  the  decline  in  deposits  is  small," 
says  American  Express  Bank  International,  "but  if  continued,  such 
declines  will  undoubtedly  affect  the  availability  of  new  loanable  funds 
in  the  Euromarket."  The  problem  is  a  serious  one,  but  no  one  expects  it 
to  be  unmanageable.  The  funds  withdrawn  don't  disapppear,  they 
eventually  get  redeposited.  But  in  all  the  shifting,  there  are  bound  to  be 
tight  squeezes  and  some  sleepless  nights. 
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The  Forbes  Index 


Forbes  Index 
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Back  on  the  seesaw.  After  two  consecutive  rises,  the 
Forbes  Index  has  once  again  turned  down.  The  main 
reason  for  the  fall  this  time  around  was  the  decline  in 
manufacturers'  new  orders,  which  were  off  by  4.7%  in 
October,  following  a  gain  of  0.4%  the  previous  month. 
Even  if  orders  pick  up,  production  will  not  increase  imme- 
diately because  manufacturers'  inventories  remain  rela- 
tively high.  Such  inventories  declined  by  only  0.2%  dur- 


ing the  latest  period  versus  a  0.4%  decline  previously. 

Consumers  also  contributed  to  the  index'  fall  by  paying 
down  debt.  Net  credit  outstanding  fell  by  $324  million. 
This  means  that  consumers  are  not  yet  leading  the  way  to 
recovery.  The  decline  in  debt  was  surprising  since  it 
followed  a  $1.1  billion  rise  in  credit  outstanding  the 
previous  month.  It  also  came  during  the  early  days  of  the 
Christmas  shopping  season,  when  credit  usually  expands. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right 
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:or  instance,  hospitals  need  it 
it  the  nurse's  station. 

'ith  a  pass  of  the  hand,  nurses  now  turn  clerical  transaction 
ne  into  patient-care  time.  Traditionally  paperwork  chores  have 
jpt  nurses  away  from  their  patients.  But  that's  no  longer  the 
ise.  The  NCR  Optical  Character  Recognition  (OCR)  wand 
;ans  coded  data  so  patient  information  is  automatically 
ansmitted  to  various  hospital  departments. 

CR  automated  transaction  processing  makes  it 
Dssible.  When  a  service  order  is  scanned,  all 
Decified  departments  —  such  as  Radiology,  Dietary, 
id  Pharmacy  —  are  electronically  notified.  NCR 
Dmputers  handle  the  digital  details  so  nurses  don't 
ave  to  become  computer  experts. 

lat  means  more  medical  attention  for  the  patient.  Less 
aperwork  and  fewer  errors  for  the  hospital.  It  adds  up 
increased  productivity.  And  everybody  benefits. 

)day  electronic  transaction  processing  systems  are 
aking  the  job  easier  for  the  people  who  enter  data  for 
e  people  who  need  to  know  now.  It's  not  only  happening 
orldwide  in  the  healthcare  area  but  also  in  other  areas  of 
jsiness.  And  behind  these  systems 
e  1 6,000  trained  field  engineers 
insure  trouble-free  operation. 

Dr  first-hand  information  about  NCR 
jtomated  transaction  processing,    98  Years  Experience 
all  your  local  NCR  representative,     in  Business  Systems 


America, 
brim  us  y< 
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Today,  take  your  first  step  into  a  new  world  of 
financial  opportunity  and  security.  It  begins  with 
Bache,  the  investment  specialists. .  .part  of  Prudential, 
The  Rock.  Now  we're  Prudential-Bache  Securities, 
bringing  the  energy  of  our  combined  strength  to  your 
investment  and  financial  needs. 

For  over  a  century,  the  serious  investor  has  come 


to  Bache  for  some  of  the  market's  finest  minds.  M 
the  investment  acumen  of  Bache  and  the  resourc 
of  Prudential  can  create  an  investment  strategy  f 
your  financial  success. 

Your  Prudential-Bache  investment  specialist 
you  an  unparalleled  range  of  services.  From  stocks 
bonds  and  municipals  to  money  market  funds. 


plete  financial  planning  and  institutional  services, 
shelters.  Even  private  placements.  And  innova- 
i  like  our  exclusive  Command  Account,  designed 
ake  your  money  make  more  money  every  minute. 
iential-Bache  Securities.  One  powerful  source  for 
:time  of  investment  and  financial  achievement. 
For  a  brighter  financial  tomorrow,  call  us. 


We're  Prudential- Bache  Securities.  Call  us  any  hour, 
day  or  night.  We'll  be  there:  800-526-7854. 

Bring  us  your  future. 

Prudential-Bache 

Securities 


Forbes 


Economists  and  politicians  have  begun  to 
talk  about  a  "permanent"  unemployment 
rate  of  6%  or  7%.  Will  we  never  see  4% 
again?  Dont  despair. 


Stop  me  if 
you've  heard  this 


By  John  R.  Dorfman 

Even  when  the  economy  recov- 
ers, Treasury  Secretary  Donald 
Regan  said  not  long  ago,  unem- 
ployment will  remain  as  high  as 
6Vi%.  In  fact,  Regan  calls  this  "full 
employment"  and  says  it  may  be  with 
us  permanently.  A  similar  thought 
has  been  voiced  several  times  recent- 
ly by  Martin  Feldstein,  chairman  of 
President  Reagan's  Council  of  Eco- 
nomic Advisers.  Why  this  grim  prog- 
nosis? What  has  changed  since  1974, 
considering  that  unemployment  had 
averaged  less  than  6%  in  25  of  the 
previous  27  years? 

The  economy  has  changed,  of 
course.  It  hasn't  been  firing  on  all 
cylinders  in  years.  But  beyond  that, 
some  say,  the  work  force  has  changed, 
with  women  and  young  people  now 
constituting  over  47%  of  it.  "Those 
groups  have  typically  higher  unem- 
ployment rates  at  any  point  in  the 
business  cycle,"  says  George  Perry,  a 
senior  fellow  at  the  Brookings  Institu- 
tion. The  result  is  "structural"  unem- 
ployment— joblessness  "built  in"  to 
the  work  force,  for  example,  by  a  mis- 
match in  skills  or  location  between 
job  openings  and  job  applicants.  So, 
some  say,  an  economic  recovery  alone 
will  not  cure  it.  Perry's  own  estimate 
of  structural  unemployment  is 
"around  6%." 

Not  every  economist  agrees.  Take 
James  Tobin,  a  Nobel  laureate,  profes- 
sor of  economics  at  Yale  and  member  of 


the  Council  of  Economic  Advisers  two 
decades  ago.  "It  happens  every  time 
there's  a  recession,"  Tobin  says.  "In 
1961  the  Federal  Reserve  Board  said 
structural  unemployment  was  increas- 
ing, and  they  couldn't  do  anything 
about  it.  People  were  saying  you  can 
never  get  back  to  4%.  Well,  we  did." 


The  long  view 

"Built-in"  joblessness?  From  WWII 
until  1974,  unemployment  rates 
above  6%  were  the  exception.  Since 
then,  they  have  been  the  rule. 

Unemployment  rate 
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A  lot  of  this  talk  is  a  result  of  the 
changing  face  of  U.S.  industry 
(Forbes,  Nov.  22,  1982]— old  indus- 
tries declining,  new  industries  being 
born,  says  Tobin.  "Today  people  will 
look  at  the  Middle  West,  the  auto 
industry,  the  steel  industry,  and  call 
that  structural  unemployment,"  he 
says.  "In  the  late  1950s  and  early 
1960s  it  was  Appalachia  and  New  En- 
gland, the  textile  industry  and  the 
shoe  industry."  That  was  considered 
structural  at  the  time,  he  says. 

Another  economist  who  doesn't 
buy  the  6%-to-7%  structural  unem- 
ployment argument  is  Robert  Eisner 
of  Northwestern  University.  "Some 
structural  changes  may  be  in  order," 
he  says.  "But  we  had  unemployment 
under  4%  as  recently  as  1969.  To  ar- 
gue that  we  now  cannot  obtain  less 
than  6Vi%  or  7%  [is]  preposterous." 
Eisner's  point  is  that  just  because  cer- 
tain groups  have  had  above-average 
unemployment  rates  in  the  past 
doesn't  necessarily  mean  they  will  in 
the  future.  Eisner  means  women  and 
younger  men  a*  well  as  minority 
groups.  After  all,  once  immigrant 
groups  had  disproportionately  high 
unemployment  rates. 

Eisner's  point  is  worth  considering, 
especially  in  light  of  the  fact  that  the 
unemployment  rate  for  women  this 
year  has  been  below  that  for  men — in 
November,  for  example,  it  was  9.1% 
for  women,  10.1%  for  men.  The  rea- 
son: Men  are  disproportionately  em- 
ployed in  the  ailing  smokestack  in- 
dustries, while  more  women  work  in 
the  growing  service  industries.  Young 
people?  True,  their  jobless  rate  is  sky- 
high— 24.2%  recently  for  16-to-19- 
year-olds.  But  young  people  tradition- 
ally start  in  lower-level  jobs,  Eisner 
says,  the  sort  that  dry  up  in  a  reces- 
sion and  come  back  in  a  recovery. 
What's  more,  the  percentage  of  young 
people  in  the  labor  force  has  peaked 
and  will  soon  begin  to  decline. 

If  it  could  be  achieved,  would  un- 
employment below  4%  or  5%  be  in- 
flationary? Maybe.  Robert  Gordon,  a 
colleague  of  Eisner's  at  Northwestern, 
has  done  extensive  research  that  has 
convinced  him  of  it.  But  that  tradeoff 
is  a  policy  question:  To  say  you  don't 
want  unemployment  below,  say,  6% 
because  it  might  be  inflationary  is  far 
different  from  saying  you  can 't  have  it. 
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In  fact,  inflation  comes  from  many 
things,  including  raw  materials  costs, 
monetary  policy  and  the  rate  of 
growth  in  productivity.  Unemploy- 
ment is  by  no  means  the  only  way  to 
fight  inflation. 
"Every  time  there's  a  recession,  peo- 


ple look  for  reasons  for  the  high  unem- 
ployment other  than  the  obvious  rea- 
son," says  Tobin,  who  is  impatient 
with  all  this  rationalizing  of  an  un- 
pleasant and  socially  disruptive  level  of 
joblessness.  "The  obvious  reason  is 
that  no  one  is  buying  anything."  In  a 


true  boom,  the  "mismatch"  problem 
evaporates,  as  everyone  moves  up  one 
notch  on  the  job  ladder  (freeing  low- 
level  jobs  for  the  less  skilled),  and 
people  become  more  mobile. 

A  "permanent"  unemployment 
rate  of  6%  to  7%  ?  Don't  bet  on  it.  ■ 


Wall  Street  ended  1982  happy  but  con- 
fused. Here  are  a  few  stories  picked  up  by 
Streetwalker  on  his  year-end  rounds. 


vestment.  You  could  hardly  call  it  a 
quick  killing.  Buffett  held  the  shares 
for  five  years.  But  then  a  man  can 
afford  to  be  patient  when  he  knows 
he's  bought  value.— Thomas  Jaffe 


Stories  for  the 
new  year 


Streetwalker 


Paul  Samuelson,  the  noted  MIT 
economist,  gave  us  the  famous 
quip  "The  stock  market  has  predicted 
nine  of  the  last  five  recessions."  The 
professor  clearly  doesn't  think  much 
of  the  stock  market  as  a  lead  econom- 
ic indicator.  Neither  apparently  do 
most  of  his  fellow  economists,  who 
continue  to  predict  a  sluggish  pickup 
and  continuing  massive  unemploy- 
ment. They  don't  seem  impressed  by 
a  stock  market  that  ended  the  sum- 
mer with  the  most  powerful  rally  in 
history,  adding  hundreds  of  billions 
of  dollars  to  the  public's  net  worth. 
The  new  year  will  tell  us  who  is 
right — the  stock  market  or  the  econo- 
mists.— James  W.  Michaels 

Leading  indicator? 

W'hat  about  the  Wall  Street  ana- 
lysts? Where  do  they  stand — or 
sit — regarding  where  the  market  is  go- 
ing next?  The  firm  of  Lynch,  Jones  & 
Ryan  runs  Institutional  Brokers  Esti- 
mate System,  a  service  that  keeps  tabs 
on  analyst  opinion.  The  fellows  there 
find  that  security  analysts  are  becom- 
ing a  lot  less  pessimistic  about  earn- 
ings. For  21  straight  months  the  ma- 
jority were  revising  downward  their 
earnings  estimates.  But  in  November 
the  rate  of  downward  revision  slowed 
considerably.  There  were  far  fewer  re- 
ductions in  estimates  that  month 


than  for  a  long  time.  What  does  this 
mean?  It  could  be  quite  bullish.  Why 
so?  Because  analyst  opinion  influ- 
ences stock  prices.  When  analyst 
opinion  turns  for  the  better,  so,  often, 
does  the  market.  And  vice  versa,  of 
course. — Steve  Kichen 

Buffett  strikes 
again  (twice) 

Tlhe  rich  get  richer.  Or  maybe  we 
should  say  the  smart  get  richer. 
When  investment  genius  Warren  Buf- 
fett bought  the  ailing  Buffalo  Evening 
News  back  in  1977  a  lot  of  people  fig- 
ured: Oh,  well,  he's  rich  enough  to 
have  an  expensive  hobby.  After  all, 
the  Omaha-based  businessman  and 
investor  was  already  prosperous 
enough  to  make  the  The  Forbes  Four 
Hundred.  And  what  happens  to  Buf- 
fett's  folly?  Several  months  ago  the 
rival  morning  Courier-Express  folded, 
leaving  Buffett  with  a  monopoly  daily 
and  Sunday  newspaper  in  a  somewhat 
depressed  but  still  rich  area  of  western 
New  York. 

But  there's  more.  Last  month  Buf- 
fett's  two  principal  companies,  Berk- 
shire-Hathaway  and  Blue  Chip 
Stamps,  pocketed  a  nice  profit  of 
around  $25  million  from  the  sale  to 
American  Brands  of  600,000  shares  of 
Pinkerton's,  the  security  agency.  Buf- 
fett's  companies  paid  an  average  price 
of  $33  a  share;  American  Brands  paid 
$77.50  to  take  them  off  his  hands.  So 
Buffett  made  about  130%  on  his  in- 


Laggard?  Or  sluggard? 

W'  hy  is  Upjohn  up  only  16%  in  the 
rally,  vs.  20%  for  the  pharmaceu- 
tical group?  At  recent  prices,  you 
could  buy  the  whole  capitalization  for 
about  $1.3  billion,  while  Merck  has  a 
market  value  of  nearly  $6  billion;  yet 
Merck  is  only  about  50%  bigger.  The 
market  now  is  capitalizing  Merck  at 
$2  for  every  $1  of  revenues  and  Up- 
john at  only  about  70  cents. 

Is  Upjohn,  then,  a  bargain?  Not  nec- 
essarily. Its  big  chemical  division, 
which  ran  in  the  red  last  year  on  sales 
of  about  $275  million,  will  at  best 
break  even  in  1983.  And  its  taxes  will 
be  going  up  as  it  starts  repatriating  the 
sheltered  profits  from  Puerto  Rican 
manufacturing  operations. 

Upjohn  also  suffers  from  serious 
weakness  in  its  core  business,  phar- 
maceuticals. Its  antiarthritic  drug, 
Motrin,  provided  nearly  15%  of  rev- 
enues last  year,  but  the  Motrin  patent 
expires  in  1984.  That  will  make  it 
vulnerable  to  generic  competition. 
Upjohn's  steroid  line  is  already  off 
patent  and  aging.  Nor  does  the  com- 
pany have  much  of  promise  in  the 
product  pipeline,  except  for  a  sleep- 
mducer  and  an  antidepressant.  Nei- 
ther looks  like  a  blockbuster. 

The  whole  thing  looks  suspiciously 
like  a  case  of  mediocre  management 
and  missed  opportunities. 

David  MacCallum  of  Paine  Webber 
expects  Upjohn  earnings  to  be  flat  this 
year:  about  $4  a  share.  "This  patient 
still  is  sick,"  he  says.  "The  convales- 
cence hasn't  yet  begun." — T.J. 

Think  thin 

In  his  incessant  search  for  value, 
Warren  Buffett  (see  above)  has  put  a 
lot  of  his  money  into  newspapers  and 
newspaper  stocks.  Besides  owning  the 
Buffalo  News,  he  and  his  companies 
are  big  shareholders  in  the  Washing- 
ton Post  Co.  and  Affiliated  Publica- 
tions, which  owns  the  Boston  Globe. 
Buffett's  not  the  only  big  investor 
who  likes  these  stocks.  In  fact,  shares 


FORBES,  JANUARY  3,  1983 


39 


of  newspaper  stocks  are  so  concen- 
trated in  family  ownership,  trusts,  in- 
siders, institutions  and  fat  cat  individ- 
uals that  there's  not  much  stock 
around  for  the  general  public.  That's 
one  reason  price/earnings  ratios  are  so 
high:  26  times  earnings  for  Dow 
Jones;  19  times  for  Gannett  and  Cap- 
ital Cities.  It's  a  simple  case  of  de- 
mand exceeding  supply.  Since  January 
1982,  the  stocks  as  a  group  are  up 
43% — nearly  4  times  as  much  as  the 
market.  With  more  and  more  one- 


newspaper  towns,  merchants  are  in 
no  position  to  resist  increases  in  ad- 
vertising rates.  Then,  too,  this  isn't  a 
capital-intensive  business,  which 
means  that  the  proprietors  can  use 
profits  to  buy  more  properties,  thus 
compounding  their  capital  almost 
endlessly.  In  a  phrase,  monopoly 
newspapers  are  money  machines. 

The  Street's  leading  follower  of 
these  shares  is  John  Morton  of  Lynch, 
Jones  &  Ryan.  His  favorite  is  Knight- 
Ridder.  K-R's  multiple  is  fairly  high, 


but  Morton  is  looking  for  a  1 6%  gain  in 
earnings  this  year,  and  he  also  likes  the 
stock  because  it  has  a  good  float;  peo- 
ple can  buy  the  stock  in  fair  quantities. 
Other  than  Knight-Ridder,  Morton's 
advice  is:  Buy  the  ones  with  the  lowest 
multiples.  Those  would  be  Harte- 
Hanks  (P/E  15),  Media  General  (P/E  1 1 ) 
and  New  York  Times  (P/E  14).  Says 
Morton:  "They  still  have  plenty  of  up- 
side potential."  (For  yet  another  bull- 
ish view  on  the  New  York  Times,  see 
Richard  Hoey's  column,  p.  296). — T.J. 


The  way  to  heat  the  odds  in  Vegas  these 
days  is  to  play  a  different  game.  The  Show- 
boat hit  big  with  bowling,  bingo  and  beer. 

"Just  wait 
'til  those  ladies 
get  here" 


The  Up  &  Comers 


By  Carol  E.  Curtis 

Driving  down  The  Strip  in  Las 
Vegas  these  days  is  like  visit- 
ing an  abandoned  movie  set. 
The  big  hotels — the  Dunes,  Caesars 
Palace,  the  Desert  Inn — are  having 
their  worst  season  in  decades,  causing 
the  formerly  recession-proof  casino 
industry  to  suffer  its  worst  decline  in 
operating  profits  (see  p.  210).  The 
dusty  streets  and  glittering  gambling 
parlors  are  strangely  empty  and  quiet. 

But  take  a  short  drive  two  miles 
east  of  downtown,  and  it's  a  different 
story.  The  crack  of  bowling  balls 
makes  conversation  impossible  in  the 
106-lane  bowling  complex  at  the 
Showboat,  a  500-room  gambling  hotel 
that  rises  gleaming  white  out  of  the 
surrounding  used-car  lots.  A  rowdy 
capacity  crowd  fills  the  3,500-seat 
Showboat  sports  arena,  where  profes- 
sional boxing  matches  are  being  tele- 
vised. In  the  casino,  where  1,050  one- 
armed  bandits  hold  sway,  every  ma- 
chine is  taken. 

Recession  and  competition  from 
Atlantic  City  have  caused  income  to 
fall  off  sharply  at  many  Las  Vegas 
hotels,  but  the  Showboat  is  expecting 


a  record  year.  Revenues  for  the  fiscal 
year  ending  in  June  are  expected  to  hit 
$51.6  million,  up  from  $44.1  million 
in  1982.  Net  income  is  estimated  at 
$6.9  million,  up  from  $5.6  million  a 
year  earlier.  Showboat's  15%  margins 
are  the  highest  in  the  entire  gambling 
industry,  Atlantic  City  included. 


Bowling  at  the  Showboat 

To  feed  the  slots,  106  lanes. 


Showboat  is  about  to  embark  on  a 
$40  million  expansion,  more  than 
doubling  its  number  of  rooms,  and  has 
purchased,  for  cash,  a  $2.6  million 
golf  course  and  country  club.  "We're 
definitely  in  a  growth  mode,"  says 
Frank  Modica,  54,  Showboat's  chief 
operating  officer  and  a  veteran  of  the 
gambling  industry. 

Why  is  Showboat  booming  when  its 
rivals  are  busting?  Essentially  because 
it  operates  well  down-market  from  its 
competitors.  Instead  of  big-name  en- 
tertainment, the  Showboat  has  the 
country's  biggest  around-the-clock 
bingo  parlor.  The  casino  has  a  cash- 
only  policy,  not  The  Strip's  easy  cred- 
it for  high  rollers.  And  if  you  want 
vintage  wine,  don't  come  here:  The 
Showboat  sells  more  beer  than  any 
other  establishment  in  Nevada. 

Showboat's  managers  developed 
their  proletarian  philosophy  the  hard 
way.  Behind  it  all  stands  Joseph  Kel- 
ley,  Showboat's  chief  executive,  who 
is  still  spry  enough  at  73  to  pilot  his 
own  plane  and  a  man  who  himself 
came  up  the  hard  way.  He  started  out 
as  a  dishwasher  on  a  gambling  ship  in 
California.  After  four  decades  of  deal- 
ing in  Las  Vegas  casinos,  Kelley 
yearned  for  a  piece  of  the  action.  A 
friend  (William  Moore,  now  deceased) 
had  agreed  to  rent  a  failing  casino  on 
the  outskirts  of  town  from  the  Desert 
Inn  people.  Kelley  happily  agreed  to 
become  his  partner.  What  Kelley 
didn't  know  was  that  his  partner  had 
been  in  his  cups  when  he  made  his 
deal  with  Desert  Inn.  At  least  that's 
the  way  Kelley  tells  the  story. 

The  morning  after,  Moore  and  Kel- 
ley realized  they  had  been  had.  They 
had  agreed  to  pay  $25,000  a  week  to 
lease  the  place,  but  they  were  grossing 
only  half  of  that.  Would  Desert  Inn 
cut  the  rent?  Only  on  condition  that 
Kelley,  Moore  and  some  friends  buy 
the  place.  The  partners  eventually 
found  several  investors  and  bought 
the  casino  and  hotel. 

With  just  100  motel-type  rooms 
and  a  standard  Vegas  nightclub  that 
booked  high-price  acts,  Showboat 
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simply  couldn't  cut  it  in  direct  com- 
petition with  Strip  hotels  down  the 
road.  "People  just  didn't  show  up," 
says  J.K.  Houssels  Jr.,  son  of  one  of  the 
original  investors,  who  now  owns 
23%  of  Showboat's  common  stock. 
The  Houssels  family  has  a  long  histo- 
ry of  involvement  in  the  Las  Vegas 
hotel  business.  "We  had  George  fessel 
there  New  Year's  Eve  and  the  only 
money  we  made  was  when  Jessel 
gambled,"  says  Houssels. 

Then,  in  1959,  luck  changed.  A  food 
manager  at  a  neighboring  hotel  hap- 
pened to  mention  to  Kelley  that  Las 
Vegas  had  only  one  bowling  alley. 
Why  not  put  another  in  the  Showboat 
to  increase  traffic? 

Why  not?  What  was  there  to  lose? 
Kelley  persuaded  Brunswick,  the 
bowling  products  company,  to  fi- 
nance the  construction  of  24  lanes. 

Presto.  The  Showboat  was  soon  a 
popular  local  hangout.  When  they 
weren't  bowling,  the  locals — mostly 
blue-collar  service  workers  employed 
by  local  businesses — liked  to  play  the 
slots.  Whereas  the  tonier  Las  Vegas 
spots  get  90%  to  95%  of  their  busi- 
ness from  out-of-towners,  three-quar- 
ters of  Showboat's  patrons  are  locals. 

They  don't  come  just  for  the  bowl- 
ing, though.  The  Showboat's  850-seat 
bingo  parlor  is  almost  always  full.  But 
that  silent  sea  of  gray  heads  listening 
attentively  to  "B-3"  and  "G-l"  is  not 
where  the  money  is.  Neither  are  the 
bowling  alleys.  These  are  for  building 
traffic.  The  slots  are  where  the  real 
green  is.  To  keep  the  slot  players  from 
wandering  off,  there  are  plenty  of 
waitresses,  clad  in  bell-bottom  sailor 
suits,  proffering  drinks.  There's  a 
modestly  priced  buffet,  not  of  your 
Frenchified  "gourmet"  cuisine.  At 
most  Strip  hotels,  the  slots  account 
for  about  one-third  to  a  half  of  total 
revenues;  at  the  Showboat  they  are 
responsible  for  two-thirds  of  the 
gross.  The  take  this  year  has  gone  as 
high  as  $100,000  in  a  single  day. 

Profitable?  You  bet  your  life  it  is. 
Return  on  equity  has  averaged  close 
to  23%  on  virtually  no  debt  over  the 
past  five  years,  and  since  the  Show- 
boat went  public  in  1969  revenue 
growth  has  averaged  31%  per  year. 
The  slight  dip  in  net  income  last  year, 
from  $5.8  million  to  $5.6  million,  is 
regarded  as  temporary  by  most  ana- 
lysts, and  it  has  not  stopped  several 
major  brokerage  houses,  including 
Paine  Webber,  Wertheim,  and  Herz- 
feld  &  Stern,  from  putting  Showboat 
on  their  buy  list.  Skip  Stern,  who  fol- 
lows gambling  stocks  at  Paine  Web- 
ber, projects  a  21%  increase  in  earn- 
ings this  fiscal  year. 

Stern,  for  one,  doesn't  worry  about 


the  touchy  issue  of  organized-crime 
involvement.  Skimming — the  prac- 
tice of  taking  a  percentage  of  cash 
revenues  off  the  top — would  be  a 
tough  job  at  the  Showboat,  he  says, 
since  it  would  mean  dragging  huge 
bags  of  quarters  out  back.  "It's  clean," 
Stern  quips,  "because  the  revenues 
are  too  heavy  to  steal." 

Showboat's  winning  formula 
amounts  to  little  more  than  a  primi- 
tive form  of  market  segmentation,  of 
course.  By  catering  exclusively  to  the 


copycats,  Kelley  in  1980  augmented 
his  bowling  alleys  with  a  sports  arena 
where  many  of  the  boxing  and  wres- 
tling matches  are  televised.  Then 
there  is  that  newly  purchased  golf 
course,  one  of  only  four  owned  by  Las 
Vegas  hotels.  But  they  still  aren't 
spending  money  on  expensive  night- 
clubs or  big-name  acts.  They  know 
exactly  what  their  clients  want  and 
that's  just  what  they're  giving  them. 

Walking  deliberately  along  the  long 
hallways  and  public  rooms  of  the 


Frank  Modica  (seated)  and  Joe  Kelley  at  the  Showboat 

"It's  clean  because  the  revenues  are  too  heavy  to  steal. 


tastes  of  blue-collar  low  rollers,  Kel- 
ley and  Modica  walked  off  with  most 
of  the  reliable  local  market  while  ev- 
eryone else  was  betting  on  tourists.  At 
a  quarter  a  roll  it's  a  customer  base 
that  has  so  far  proved  far  more  im- 
mune to  recession  than  most.  And  by 
offering  a  narrower  range  of  services 
than  most  of  its  competitors,  Show- 
boat has  thus  far  been  able  to  keep  a 
better  handle  on  costs,  gambling  debt 
in  particular. 

Like  any  successful  idea,  Showboat 
has  spawned  imitators,  including  the 
Hacienda,  El  Rancho,  Sam's  Town, 
Bingo  Palace  and  a  successful  Holiday 
Inn.  But  none  is  anywhere  near  as 
large  as  Showboat.  To  counter  the 


Showboat,  stopping  frequently  to  chat 
with  patrons,  Kelley  and  Modica  in- 
stinctively keep  a  watch  out  for  slot 
machines  that  aren't  working  or, 
worse,  r.lot  machines  that  are  paying 
off  too  frequently. 

This  April,  70,000  women — a  rec- 
ord turnout — will  descend  on  the  ho- 
tel for  the  three-month-long  Women's 
International  Bowling  Congress.  The 
Showboat  is  one  of  the  few  places  big 
enough  to  accommodate  them.  You 
can  be  sure  the  women  will  do  plenty 
of  pulling  on  those  slots. 

"fust  wait  'til  those  ladies  get  here," 
says  Kelley  with  a  soft  chuckle. 
"We'll  put  a  slot  machine  every  place 
we  can."  ■ 
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When  the  Bell  operating  companies  are 
spun  off,  they  might  well  take  a  few  tips 
from  Bob  Reuss'  Centel. 


The  pacesetter 


By  Jean  A.  Briggs 


When  Robert  (Bob)  Reuss  left 
AT&T  in  1972  to  become 
chief  executive  of  Centel  (for- 
merly Central  Telephone  and  Utili- 
ties), he  brought  with  him  an  in- 
formed hunch  that  some  deregulation 
of  the  telephone  business  was  inevita- 
ble. What  he  has  managed  to  do  at 
$1.1  billion  (sales)  Centel  in  the  ten 
years  since  then  should  serve 
as  a  model  for  the  operating 
companies  of  the  Bell  System. 

Reuss  didn't  foresee  the 
breakup  of  AT&T,  but  he  did 
realize  there  would  be  a  de- 
cline in  revenue  from  long-dis- 
tance toll  calls.  AT&T  Long 
Lines  was  bound  to  come  un- 
der pressure  from  competing 
technologies.  That  is  a  serious 
problem  indeed,  since  one- 
third  to  one-half  of  indepen- 
dent and  Bell  operating  tele- 
phone company  revenues 
come  from  toll  calls.  Toll  calls 
also  provide  an  important  sub- 
sidy for  more  costly  local  calls. 

How  could  Centel  replace 
toll  revenues?  Simply  raising 
rates  on  local  service  wasn't 
the  answer,  he  decided.  First, 
public  utility  commissioners 
could  be  counted  on  to  resist 
increases  of  the  magnitude  re- 
quired. More  important,  high- 
er local  rates  would  drive  cus- 
tomers into  the  arms  of  com- 
peting technologies  like 
land-based  microwave  or  sat- 
ellite transmission,  fiber  op- 
tics, cable  TV  and  cellular  ra- 
dio. "The  technology  exists  to 
bypass  the  local  networks 
completely,"  says  Reuss.  "As 
access  charges  rise,  more  and 


more  customers  will  use  it." 

So  Reuss  decided  to  diversify  into 
other  areas  of  telecommunications. 
One  of  his  first  moves  was  a  modest 
step  backward  into  the  equipment 
business  through  the  acquisition  of 
two  large  distributors  of  ultramodern 
Northern  Telecom  and  Rolm  equip- 
ment. For  the  12  months  ending  Sept. 
30,  1982,  Centel's  equipment  sales  to 
customers,  including  regulated  affili- 


Centel  Chairnian  Bob  Reuss 
An  informed  hunch. 


ates  and  businesses,  now  amount  to 
$293  million,  or  nearly  26%  of  total 
sales,  and  $24  million,  or  10%  of  oper- 
ating income. 

More  recently,  Reuss  began  push- 
ing local  operating  companies  and 
their  customers  to  modernize  their 
equipment  so  it  can  accommodate  ex- 
panded use  of  the  network.  The  beau- 
ty of  this  strategy  is  that  he  may  be 
able  to  increase  Centel's  revenues  by 
charging  customers  for  more  services 
without  having  to  raise  prices. 

Reuss'  second  major  move  was  into 
cable  TV.  In  1979  he  bought  Centel's 
first  system  in  suburban  Chicago. 
Since  then  the  company  has  spent 
about  $80  million  to  acquire  or  devel- 
op some  85  additional  franchises  and 
a  subscriber  base  that  now  numbers 
150,000.  Centel's  cable  operations 
contributed  $24  million,  or  2%  of 
sales,  and  $1.7  million  to  earnings 
before  interest  and  taxes  in  the  12 
months  ending  Sept.  30.  Reuss  pre- 
dicts that  in  three  years'  time  the 
company  will  have  400,000  subscrib- 
ers. Once  again,  the  move  was  at  least 
partly  defensive.  Should  the  local 
telephone  systems'  networks  be  by- 
passed, and  should  cable  TV  begin  to 
have  an  expanded  role  in  com- 
munications, Centel  will  be 
ready. 

During  the  past  year  Reuss 
has  made  three  more  major 
moves.  In  March  he  an- 
nounced that  Centel  is  build- 
ing a  two-way  broadband  mi- 
crowave network,  called  Vi- 
deopath,  that  connects  all  the 
cable  systems  in  the  Chicago 
area  and  allows  for  the  ex- 
change of  programs  among 
them.  The  network  can  also  be 
used  for  advertising  messages 
and  video  conferencing.  Reuss 
plans  to  build  Videopath  sys- 
tems in  several  more  cities 
and  eventually  to  connect 
them  all  by  satellite. 

His  second  major  move 
came  in  April  when  Centel  an- 
nounced that  it  had  joined 
with  two  minority  partners, 
Honeywell  and  Field  Enter- 
prises, in  an  electronic  pub- 
lishing venture.  By  late  this 
year,  for  under  $30  per  month, 
customers  will  be  able  to  hook 
up  a  videotex  terminal  to  their 
TVs  and  telephones.  They  will 
then  be  able  to  call  up  infor- 
mation such  as  stock  market 
quotations,  airline  schedules 
and  entertainment  listings  and 
act  on  it  at  once.  Altemative- 
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ly,  for  about  $10  per  month  they  can 
install  a  teletext  terminal  solely  for 
the  listings. 

Reuss'  latest  move  is  into  cellular 
radio,  which  enables  users  to  make 
telephone  calls  from  moving  vehicles 
and  which  will  expand  telephone  use. 
Centel  and  a  Bell  subsidiary,  as  part- 
ners, have  been  granted  one  of  the  two 
franchises  available  in  the  Chicago 
market,  and  it  has  applications  pend- 
ing at  the  FCC  for  three  more.  The 
locations  he's  after:  Richmond,  Va.; 
Greensboro-High  Point-Winston-Sa- 


lem,  N.C.;  and  Houston. 

So  far,  Reuss'  ambitious  diversifica- 
tion has  not  at  all  penalized  the  com- 
pany financially.  Centel  not  only 
ranks  as  the  most  profitable  indepen- 
dent in  the  business,  with  a  five-year 
return  on  equity  of  18%,  but  also  as 
the  fastest-growing  one  (see  p.  213). 
Sales  have  risen  at  an  annual  average 
of  18.2%  for  the  past  five  years.  For 
the  12  months  ended  Sept.  30,  rev- 
enues reached  $1.1  billion  and  earn- 
ings reached  $109  million,  or  $3.98 
per  share.  Better  still,  new  accounting 


policies  adopted  by  the  regulators  per- 
mit faster  depreciation,  so  cash  flow 
has  been  improving.  The  company 
will  soon  be  able  to  finance  most  of  its 
capital  spending  internally — a  feat 
that  used  to  be  unheard  of  for  a  tele- 
communications company. 

So,  for  the  moment  at  least,  Bob 
Reuss  has  set  the  pace  and  made  Cen- 
tel the  one  to  watch  in  the  indepen- 
dent telephone  business.  The  Bell  op- 
erating companies,  about  to  go  out  on 
their  own,  might  well  want  to  take  a 
leaf  or  two  from  his  book.  W 


Why  is  Ma  Bell  selling  off  a  cash  cow  that 
brings  in  some  $480  million  a  year  in  New 
York  City  alone? 

Don't  hold 
the  phone 


By  Jeff  Blyskal 


New  York  Telephone,  the  sec- 
ond largest  of  AT&T's  22  oper- 
ating subsidiaries,  gets  $3  to  $8 
a  month  for  each  of  its  customers'  8 
million  leased  telephones.  That's 
some  cash  cow.  So  why  is  the  phone 
company  trying  to  sell  them  at  $35  to 
$60  each? 

The  reason:  The  August  1982  con- 
sent decree  to  break  up  the  Bell  sys- 
tem gave  the  nationwide  installed 
base  of  142  million  phones  and  wiring 
to  AT&T  instead  of  to  the  soon-to-be- 
independent  operating  companies. 
Over  37  million  of  those  telephones 
are  in  multiline  business  systems;  the 
other  105  million  are  in  homes  and 
small  businesses  and  are  carried  on 
the  books  at  $2.5  billion. 

Trouble  is,  they  are  on  the  fast  track 
to  obsolescence.  AT&T's  Bell  Labs 
and  $13  billion  (sales)  Western  Elec- 
tric subsidiaries  are  already  working 
on  advanced  home  phones  that  are 
expected  to  do  everything  from  telling 
you  the  number  of  an  incoming  call  to 
monitoring  your  house  for  burglars 
and  fire.  And  there  is  plenty  of  compe- 
tition— companies  like  Mitel  and 
Northern  Telecom — already  jumping 


A  New  York  Telephone  Phone  Center  Store 
Why  sell  off  a  cash  cow? 

at  AT&T's  customer  base  and  threat- 
ening Western  Electric's  70%  market 
share  (see  p.  213). 

"If  your  customer  lease  rates  are 
getting  high  enough  to  make  sales 
prices  attractive,"  says  Kent  Foster, 
GTE's  vice  president  of  marketing, 
"and  if  people  perceive  the  telephone 
as  a  commodity  without  seeing  the 
maintenance  and  repair  costs,  it's  best 


to  sell  your  embedded  base  before 
they  start  buying  elsewhere." 

Assume  half  the  phones  are  sold — 
which  is  likely,  says  Sanford  C.  Bern- 
stein analyst  Steve  Chrust — and  half 
junked  or  fully  depreciated.  At  an  aver- 
age price  of,  say,  $45  to  $50,  AT&T 
companies  would  collect  maybe  $2.5 
billion.  After  taxes  on  the  gain  over 
book,  AT&T  is  left  with  $1.88  billion. 
But  it  still  has  those  obsolete  phones, 
which,  written  off,  would  save  $630 
million  in  taxes.  Total  value  could  thus 
be  $2.5  billion — $1.25  billion  more 
than  the  cash  value  of  a  total  writeoff. 

Ma  Bell  has  another  big  incentive  to 
"cash  out"  this  asset.  As  of  Jan.  1,  the 
FCC  deregulated  American  Bell's 
telephone  equipment  leasing  rates. 
No  one  knows  what  the  free  market 
will  bear,  but  GTE,  which  owns  the 
nation's  largest  independent  phone 
system,  leases  its  standard  phones  at 
$1.25  to  $4.50  per  month — about  half 
what  New  York  Telephone  charges. 
"AT&T's  sale  seems  to  be  saying  that 
they  anticipate  they  won't  be  able  to 
charge  the  same  $3  to  $8  they're  get- 
ting now,"  says  one  analyst. 

Moreover,  NYT  will  get  to  keep  the 
proceeds  from  any  sales  this  year, 
since  it  still  owns  the  phones  until 
1984.  A  rip-off  of  AT&T's  future  as- 
sets? Don't  forget,  AT&T  and  its  oper- 
ating companies  will  be  divided  pro- 
portionally among  the  present 
AT&T's  shareholders.  So  they  lose  no 
money;  they  just  get  their  assets  shift- 
ed into  the  operating  companies. 
True,  the  new  AT&T  could  lose  some 
between  now  and  1984  as  a  result,  but 
both  its  own  shareholders  and  those 
of  the  new  NYT,  risk  losing  even 
more  if  users  decide  to  buy  more  mod- 
ern equipment. 

How  are  the  sales  going?  Some 
421,000  of  8.5  million  NYT  sets  have 
been  purchased  as  of  early  December, 
the  company  says.  Three  other  AT&T 
operating  companies  around  the 
country  have  obtained  regulators'  per- 
mission to  sell  phones,  and  most  of 
the  rest  have  applied.  ■ 
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As  I  See  It 


After  a  dangerous  flirtation  with  Castro 
and  socialism,  Jamaica  is  giving  free  enter- 
prise another  try  under  the  talented  Ed- 
ward Seaga.  He  surely  has  his  hands  full. 

"We  have  had 
our  recession" 


By  Allan  Dodds  Frank 


Edward  P.  Seaga,  52,  is  enter- 
ing the  third  year  of  a  five-year 
term  as  prime  minister  of  Ja- 
maica. He  inherited  a  shambles  left  by 
eight  years  of  rule  by  his  erratic,  com- 
munist-leaning predecessor,  Michael 
Manley. 

Seaga  was  the  first  official  foreign 
visitor  to  the  White  House  after  Ron- 
ald Reagan  took  office  in  1981 — proof 
of  the  importance  the  Administration 
attaches  to  his  attempts  to  show  that 
free  enterprise  offers  more  than  so- 
cialism does  to  Third  World  nations. 


Jamaica  has  huge  problems.  Produc- 
tion of  bauxite  and  alumina,  its  most 
important  exports,  is  still  off  25% 
from  dismal  1981  production,  and  the 
island  nation  of  2.2  million,  despite 
$700  million  in  aid  from  the  U.S.  and 
others  over  the  last  three  years,  still 
has  a  huge  official  debt  to  the  Interna- 
tional Monetary  Fund,  other  interna- 
tional institutions,  aid  lenders  and 
private  banks  of  $2.43  billion. 

Forbes  interviewed  Seaga  in  Mi- 
ami following  the  Sixth  Annual  Mi- 
ami Conference  on  the  Carribean. 
How  is  the  recession  affecting  Ja- 
maica? we  asked. 


Seaga:  We  can't  afford  to  have  a  reces- 
sion because  of  the  global  economy.  We 
have  had  our  recession  already.  We  had 
eight  years  of  Manley,  and  that  was  the 
worst  recession  Jamaica  has  ever  expe- 
rienced. We  lost  20%  of  GNP.  We  had 
eight  consecutive  years  of  negative 
growth.  All  our  reserves  were  wiped 
out.  We  had  a  50%  increase  in  unem- 
ployment, a  reduction  of  57%  in  our 
standard  of  living,  inflation  averaging 
more  than  20%  per  annum.  Our  con- 
struction industry  was  reduced  in  the 
1970s  to  levels  that  existed  in  the 
1 950s.  Those  are  the  statistics  of  a  war. 
We  can't  afford  any  more  recession. 

Now  we  have  targeted  successfully 
for  growth.  The  country  is  hyped-up 
in  terms  of  motivation  and  confi- 
dence in  the  future.  In  the  middle  of 
the  global  recession,  it  is  showing 
more  than  a  20%  growth  in  construc- 
tion, and  construction  is  the  forerun- 
ner of  everything  else.  We  are  building 
factories,  homes,  apartments,  office 
buildings.  We  are  showing  a  20%  in- 
crease in  tourism  for  the  third  con- 
secutive year,  and  that  shows  no  signs 
of  abating.  We  will  have  to  start  build- 
ing new  hotels  by  1984.  Perhaps  more 
frequently  than  any  other  comment, 
visitors  now  tell  me  about  the  pleas- 
antness of  the  people,  the  change  in 
attitudes,  the  extent  to  which  service 
is  once  again  done  with  a  smile. 

Now,  if  you  could  only  convince  each 


Jamaica 's  Prime  Minister  Edward  P.  Seaga 

"The  country  is  hyped-up  in  terms  of  motivation  and  confidence  in  the  future.' 
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Sharp's  new  high-performance  SF-825  Copier. 
Designed  with  the  advanced  technology  that 
delivers  maximum  reliability.  ^ 


Sharp  Electronics  Corp. 
P.O.  Box  204 
Wayne,  N.J.  07470 

□  Please  send  me  more 
information  about 
Sharp's  new  SF-825. 

□  Please  set  up 

a  demonstration. 
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tourist  to  take  home  a  ton  of  bauxite,  you 
would  be  all  set,  right? 
Seaga.  I  was  wondering  how  I  was 
going  to  do  that.  Bauxite  is  the  real 
weakness  right  now;  production  is 
way  down.  Let  me  put  it  in  terms  of 
GNP.  We  set  a  target  of  3.9%  growth 
for  this  year.  Our  projections  show  we 
would  have  4.1%  growth  if  we  took 
out  the  bauxite.  But  with  bauxite, 
which  is  the  only  negative  growth 
sector,  we  will  probably  end  up  with 
1%.  That  will  still  make  us  one  of  the 
three  countries  in  the  hemisphere 
that  will  have  any  growth  at  all.  Peru 
and  Colombia  are  the  others. 

What  have  you  changed  to  get  the 
economy  going? 

Seaga:  The  basic  dynamic  of  the 
1960s,  the  previous  development 
strategy,  had  centered  around  import 
substitution.  On  that  basis,  the  pri- 
vate sector  built  up  a  range  of  light 
industry  protected  by  quantitative  re- 
strictions and  other  measures.  Our 
mission  now  is  to  convert  the  private 
sector  into  an  export-oriented  ma- 
chine. To  do  this,  we  must  have  favor- 
able access  to  a  marketplace  for  ex- 
ports. The  Caribbean  Basin  Initiative, 
with  its  one-way,  free-trade  provi- 
sions, provides  us  the  opportunity  for 
expansion  on  the  most  favorable 
terms  with  the  world's  largest  mar- 
ket, right  on  our  doorstep. 

How  will  you  accomplish  the  shift  from 
import  substitution.''  With  foreign  curren- 
cy rationalization? 

Seaga.  We  have  to  convert  what  we 
have.  Manufacturers  have  to  make  ev- 
ery effort  to  find  products  they  can 
export.  For  the  many  industries  pro- 
ducing for  the  local  market  that  will 
have  to  continue  to  do  so,  we  say, 
"Find  another  product  you  can  earn 
some  foreign  exchange  with.  We  can't 
afford  to  have  you  solely  as  a  producer 
for  whom  we  have  to  provide  foreign 
exchange  for  raw  materials." 

Wljere  are  the  best  opportunities  for 
export'-' 

Seaga:  We  produce  the  world's  finest 
coffee.  We  produce  cocoa  at  the  pre- 
mium world  price,  the  world's  premi- 
um ginger,  pimento  (which  you  call 
allspice),  very  good  rum,  an  excellent 
honey.  They  provide  plenty  of  room 
for  export  in  the  raw  state  and  in 
processing.  We're  formulating  mas- 
sive expansion  in  crops  we  have  not 
grown  before:  flowers,  sunflowers, 
rice,  soybeans  and  additional  spices. 
We're  expanding  our  coffee  and  cocoa 
to  the  limit,  as  well.  I  forgot  one  that 
is  extremely  important:  mariculture 
of  shrimp  and  fish. 


A  Jamaica)!  exporter  who  IS  interested 
in  shipping  fresh  fruit  to  the  I  IS.  told  us 
recently.  There  are  a  lot  of  sly  guys  in 
Miami  who  will  not  gu  v  letters  of  credit 
Then  they  wait  for  the  shipment  to  start  to 
spoil  in  port  and  try  to  drive  down  the 
price. " 

Seaga:  He's  probably  a  solo  operator. 
But  what  we're  setting  up  will  expand 
the  opportunities.  I  brought  all  the 
major  distributors  who  import  in  Ja- 
maica together  and  said,  "You  import 
and  distribute  rice,  flour,  corn  meal, 
sardines  and  so  forth  by  truck.  The 
truck  comes  back  empty.  Reverse 
that — contract  with  farmers  to  pro- 
duce these  other  items  so  they  can 
come  back  in  the  trucks.  You  must 
organize  the  marketplace."  When 
they  do  that,  they  won't  have  to  go 
through  those  sly  guys.  The  potential 
is  there.  The  U.S.  imports  435  million 
pounds  of  melons.  We  grow  the  same 
melons  and  exported  only  56,000 


"The  basic  dynamic  of  the 
1960s,  the  previous  devel- 
opment strategy,  centered 
on  import  substitution.  Our 
mission  now  is  to  convert 
the  private  sector  into  an 
export-oriented  machine." 


pounds.  The  U.S.  imports  166  million 
pounds  of  plantains.  We  exported 
117,000  pounds. 

What's  the  advantage  for  U.S.  manu- 
facturers to  locate  in  Jamaica? 
Seaga:  U.S.  manufacturers  should  see 
the  Caribbean  Basin  Initiative  as  im- 
proving their  own  competitiveness, 
which  they  are  losing  to  lower-cost 
Asian  and  European  production.  By 
producing  in  the  Caribbean,  they  can 
save  their  own  production  by  having  a 
cheaper  final  cost,  instead  of  losing  the 
whole  show  and  the  entire  labor  force 
to  the  competition.  Products  that  re- 
quire high  labor  content,  take  a  lot  of  air 
shipment  or  are  fragile  have  compara- 
tive advantage  in  middle-cost  levels 
simply  because  of  our  proximity  to  the 
markets. 

We  think  there  is  plenty  of  opportu- 
nity for  Puerto  Rico  to  expand  its  bus.  - 
ness  opportunities  in  the  Caribbean. 
Assembly  work  of  products  with  high 
labor  content  could  be  done  in  Jamaica 
and  the  high- technology  content  added 
in  Puerto  Rico.  It  is  at  a  much  more 
advanced  level  of  technology  and  in- 
dustry but  is  becoming  less  competi- 
tive because  labor  costs  are  so  high. 

Your  predecessor,  Michael  Manley,  has 
charged  you  with  attacking  labor,  of  be- 


ing too  tough  in  order  to  gain  a  pliant" 
labor  force 

Seaga  During  Manley's  time,  the  cost 
of  living  escalated  heavily  and  infla- 
tion was  23%,  so  there  were  demands 
for  increasing  wages.  The  IMF  re- 
quirements for  a  wage  restraint  policy 
and  guidelines  created  unrest  as  labor 
sought  to  meet  the  cost  of  living.  We 
don't  have  that  now.  In  1981  inflation 
was  4.7%  and  in  1982  probably  about 
7%.  Because  the  workers  have  been 
used  to  getting  higher  percentage  in- 
creases, they  are  going  through  some 
adjustments  before  they  understand 
that  for  the  first  time  in  many  years 
the  rate  of  increase  in  wages  exceeds 
the  rate  of  inflation. 

Is  Jamaica  a  it  'orldu  ide  test  of  free 
enterprise' 

Seaga:  This  area  has  always  been  re- 
garded as  a  place  of  beauty  and  beach- 
es, too  much  of  a  playground  to  have 
serious  problems.  The  events  of  the 
1970s  showed  there  are  serious  politi- 
cal and  economic  problems.  The 
Manley  regime  took  Cuba  as  the  po- 
litical and  economic  model  for  the 
Caribbean.  This  failed.  The  will  of  the 
people,  in  elections,  restored  moder- 
ate governments  throughout  the  area. 
It  is  important  they  be  given  assis- 
tance to  demonstrate  to  the  compet- 
ing ideology  that  our  economic  and 
political  system  is  better. 

A  recent  poll  in  Jamaica  shou  [ed  that 
for  the  first  time  since  1980  you  are  less 
popular  than  Manley.  What's  happening? 
Seaga:  There  is  a  midterm  slump,  yes. 
Because  of  the  world  recession,  we 
have  had  to  revise  our  targets  down- 
ward, but  there  is  still  growth.  Let's 
put  the  poll  in  perspective.  Some 
things  happened  in  1982  that  were 
annoying  to  the  voters.  The  broken- 
down  system  of  utilities  that  we  in- 
herited finally  stopped  operating  reli- 
ably. We  had  to  take  them  apart  and 
repair  them  at  great  expense.  That's 
coming  to  an  end.  Second,  low  real 
estate  values  predominated  under 
Manley,  and  after  the  election,  prices 
jumped  overnight  to  true  values. 
Rents  escalated  considerably,  anger- 
ing working-class  people.  We  have 
brought  in  the  necessary  rent  con- 
trols. Third,  the  bureaucracy  issuing 
import  licenses  couldn't  cope  with 
the  flood  of  people  wanting  licenses  to 
get  back  into  business.  We  had  to  put 
in  a  computerized  system  while  the 
manual  system  was  ongoing,  and  that 
was  a  mess.  The  areas  where  support 
fell  are  being  given  attention,  and  the 
support  is  still  strong.  The  results  of  the 
poll  are  based  on  some  genuine  com- 
plaints that  will  not  exist  in  1983.  ■ 
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If  you're  optimistic  about  the  economic  future, 
turn  this  page  upside  down. 


Truth  is,  if  enough  people  are 
)ptimistic,  they'll  turn  the  world 
ightside  up. 

At  Drexel  Burnham  Lambert 
ve  recognize  the  basic  truth  that 
t  takes  consumer  confidence  — 
ind  consumer  spending  — to  fuel 
ecovery,  and  to  turn  a  bull 
narket  into  a  bullish  economy. 

Two  indicators  suggest  consumer 
:onfidence  may  be  building. 

First,  consumer  spending.  It's  up. 
"Jot  dramatically,  but  measurably. 

Second,  new  housing  starts.  In 
)ctober,  they  recorded  a  30% 
ump  over  last  year's  level. 

In  our  view,  the  pieces  of  the 
>uzzle  of  how  to  restore  America's 


economic  health  are  falling  into 
place. 

What  we've  needed  is  a  lower 
rate  of  inflation,  lower  interest 
rates,  less  consumer  debt  and  an 
acceptable  rate  of  unemployment. 

Check  the  list.  Inflation  is 
under  control.  Interest  rates  have 
dropped.  Consumer  debt  has  been 
reduced  to  the  lowest  point,  rela- 
tive to  income,  in  years. 

Which  leaves  unemployment. 

The  next  step?  It's  up  to  John  Q. 
—  and  Joan  P.—  Public.  If  they 
believe  the  future  is  optimistic, 
they'll  begin  buying.  Buying  will 
lead  business  to  expand.  And  more 
production  will  mean  more  jobs. 


We  don't  intend  to  oversimplify. 
But  at  Drexel  Burnham  Lambert, 
we're  of  the  belief  that  the  bullish 
attitude  of  investors  reflects  a 
growing  conviction  that  the  future 
is  far  brighter  than  the  naysayers 
and  doom  doctors  predict. 

Which  is  why  we  believe  you'll 
find  our  list,  "24  BUY-rated 
Stocks,"  of  special  interest.  We'll 
send  you  a  complimentary  copy. 
Just  write  Drexel  Burnham 
Lambert,  GPO  Box  1356-F10, 
New  York,  NY  10116. 

Drexel  Burnham  Lambert. 

In  a  world  that  often  seems 
upside  down,  we  try  to  help  you 
put  things  rightside  up. 


Drexel  Burnham  Lambert 

Your  bottom  line  is  our  top  concern. 


60  Broad  Street,  New  York,  NY  10004  (212)  480-6000.  Offices  in  principal  financial  centers  worldwide.  Member  SIPC.  Copyright,  Drexel  Burnham  Lambert  Incorporated,  1982. 


)EST  VALUE 

HOCESSNL 

Based  on  a  combination  of  price,  performance  and  reliability,  compare  our 
c  EXXON  510  word  processor  with  entry-level  processors  from  the  leading 
Ipetitors,  IBM  and  Wang. 

[  VALUE  IN  PRICE/PERFORMANCE 

(First,  the  EXXON  510  word  processor  has  function  and  performance  features 
(others  charge  extra  for,  if  they  have  them. 

VALUE  IN  RELIABILITY 

Second,  our  word  processors  are  reliable.  In  a  recent,  independent  study,  users 
i  our  processor  as  oeing  more  reliable. 

VALUE  IN  TECHNOLOGY 

Third,  our  word  processors  are,  and  will  remain,  the  core  of  your  office 
^mation. 

t:Coming  from  our  research  and  development  is  a  whole  new  line  of  versatile 
iipherals,  like  quiet  image  printers,  that  have  plug-in  compatibility  with  our 
rting  processors.  And  true  systems,  designed  around  these  products,  that  can 
nstalled  with  little  disruption  at  minimum  cost, 
fch  automate  all  your  office  needs:  word  and 
t  processing  and  communications. 

CONSIDER  US 

But  we're  more  than  machines  and  systems. 
1  he  research  and  development  spending  of 
:ion  Office  Systems  goes  into  office  automation, 
ii  we  have  one  of  the  largest  sales  and  service 
Ionizations  in  the  country. 
'We  don't  say  you  have  to  buy  us.  But  you  have 
i  )nsider  us.  Not  to  would  be  a  major  mistake. 

For  the  office  of  tomorrow,  call  or  write  today. 


Exxon  Office  Systems  FRB  01  03 

RO.  Box  10184.  Stamford.  CT  06904 

I  d  like  to  know  more  about  the  EXXON  500 
Series  word  processor.  I'd  like  a  demonstra- 
tion. Have  your  representative  call. 


Name  

Company_ 

Address  

City  

Telephone. 


800-327-6666. 

IN  CONNECTICUT,  800-942-2525. 


k__ ______  _ _  — J 


MTS  RIGHT!  EJgOlM 


OFFICE 
SYSTEMS 


The 
Forbes 

Yardsticks 

1982 

story  related  to  its  industry  begins  and  the  appropriate 
Yardsticks  tables  appear.  You  will  also  find  in  the  alpha- 
betical listing  how  that  company  ranks  in  terms  of  profit- 
ability, growth  and  stock  market  performance. 

How  they  are  calculated  

Return  on  stockholders'  equity  Companies  obtain  their 
capital  from  two  sources:  stockholders  and  creditors.  Re- 
turn on  stockholders'  equity  is  the  percentage  return  on 
the  stockholders'  portion  of  the  capital.  We  express  earn- 
ings per  common  share  (primary  basis)  as  a  percentage  oi 
the  stockholders'  equity  per  share,  assuming  conversion  ol 
all  convertible  preferred,  at  the  start  of  the  year.  The  five- 
year  return  in  our  Yardsticks  tables  is  the  average  of  the 
returns  calculated  for  the  four  years  1978  through  1981 
and  the  12-month  period  ending  with  the  most  recent 
quarterly  report.  (For  companies  whose  fiscal  years  end  ir 
January,  February  or  March,  the  years  1979-82  are  used  ir 
place  of  1978-81.) 

Return  on  total  capital  This  figure  is  the  percentage 
return  on  a  combination  of  stockholders'  equity  (botr 
common  and  preferred)  plus  capital  from  long-term  deb' 
including  current  maturities,  minority  stockholders'  equi 
ty  in  consolidated  subsidiaries  and  accumulated  deferrec 
taxes  and  investment  tax  credits.  The  profit  figure  used  ir 
this  computation  is  the  sum  of  net  income,  minority 


How  to  use  them  

The  Forbes  35th  Annual  Report  on  American  Industry 
measures  management  performance  of  1,002  big  public 
companies.  A  company  being  listed  for  the  first  time  had 
to  have  at  least  $450  million  sales  in  its  latest  fiscal  year. 

The  Forbes  Yardsticks  size  up  these  companies  in  sev- 
eral ways.  We  measure  their  profitability  in  terms  of 
return  on  stockholders'  equity  and  on  total  capital.  We 
measure  their  growth  in  both  earnings  per  share  and 
sales.  For  current  trends  we  track  these  figures  for  the 
latest  12  months,  while  for  a  longer  view  we  look  at 
them  over  the  past  five  years.  We  also  measure  their 
debt-to-equity  ratios,  net  profit  margins  and  stock  mar- 
ket performance. 

Using  all  these  measures,  we  compare  each  of  the  1,002 
companies  against  competitors  in  its  own  industry  and 
against  all  1,001  other  companies.  Finally,  we  compare 
median  numbers  for  the  major  industry  groups  against  one 
another.  There  are  46  major  industry  groups  this  year.  Of 
these,  24  are  further  divided  into  61  subgroups  to  give  a 
clearer  picture  of  how  each  company  stacks  up  against  its 
real  competitors. 

To  locate  a  company,  refer  to  the  table  that  begins  on 
page  52:  "Where  to  find  the  company."  It  lists  the  1,002 
companies  alphabetically  and  gives  the  page  where  the 
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interest  in  net  income  and  estimated  aftertax  interest  paid 
on  long-term  debt — in  other  words,  income  before  charges 
(which  means,  primarily,  interest  payments  on  long-term 
debt)  relating  to  the  nonequity  portion  of  the  capital. 

The  return  on  total  capital  is  a  "basic"  measure  of  an 
enterprise's  profitability.  For  companies  that  derive  all  of 
their  capital  from  common  equity,  the  two  profitability 
measures  will  be  identical.  But  a 
company  that  employs  debt  wisely 
can  thereby  boost  its  return  on 
stockholders'  equity  well  above  the 
return  on  total  capital.  The  time 
periods  employed  for  this  calcula- 
tion are  the  same  as  those  for  return 
on  stockholders'  equity. 
Debt  to  equity  ratio  This  ratio 
tells  us  to  what  extent  management  is  using  borrowed 
funds  (leverage)  in  an  attempt  to  increase  profits.  It  is 
calculated  as  of  the  end  of  the  last  reported  fiscal  year  by 
dividing  long-term  debt  (including  current  maturities)  by 
the  sum  of  stockholders'  equity,  minority  stockholders' 
interest  and  accumulated  deferred  taxes  and  investment 
tax  credits.  A  high  debt-to-equity  ratio  makes  earnings 
more  volatile  and  is  usually  considered  prudent  only  in 
relatively  stable  industries. 

Net  profit  margin  This  measure  gives  a  view  of  prof- 


Where  to  find  the  Yardsticks 


Industry  median  rankings,  p.  223 
Profitability  rankings,  p.  226 

Growth  rankings,  p.  235 
Stock  market  rankings,  p.  244 


its  different  from  either  the  return  on  stockholders' 
equity  or  the  return  on  total  capital.  Calculated  by 
dividing  net  profits  for  the  latest  12  months  by  net 
sales,  it  reveals  what  percentage  of  each  dollar  of  rev- 
enue is  available  for  payment  of  dividends  and  rein- 
vestment in  the  business. 

Earnings  per  share  growth  To  present  a  clear  picture 
and  even  out  short-run  distortions 
caused  by  very  poor  or  very  good 
years,  we  reach  back  over  ten  years 
to  measure  five-year  earnings-per- 
share  growth.  Using  primary  earn- 
ings per  share,  we  take  the  average 
for  the  most  recent  five  years  (1978 
through  the  latest  12  months)  and 
compute  the  percentage  change 
from  the  average  for  the  preceding  five  years  (1973  through 
1977).  We  then  express  that  change  in  terms  of  a  five-year 
compound  annual  rate  of  growth,  since  the  midpoints  of 
the  two  periods  are  five  years  apart. 

Sales  growth  As  with  earnings  growth,  we  go  back  ten 
years  to  calculate  the  five-year  rate  of  sales  growth.  We 
compare  average  sales  for  the  company's  most  recent  five 
years  against  the  average  for  the  preceding  five  years,  and 
express  the  change  in  terms  of  a  five-year  compound 
annual  growth  rate. 
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Where  to  find  the  eomnanv 

Bank 

Rank 

Industry 
Stock  survey 

Companv                          Profn -biiity    Growth   market  page 

Industry 
Stock  survey 

Company                           Profitability     Growth    market  page 

Abbott  Laboratories                 115           144         177  190 
ACF  Industries                       602          610         811  128 
Acme-^velaiid                      530          157         506  130 

*  --         I           a.                                                     770                     10^                 1fl7  AO 

Aetr.<*  Lit''  ol  L*MMICy                 a/7            i"3  jo' 

HF. Sanson                        931           917         501  78 

Apple  Computer                         1              1           "  123 
ARA  Services                         738          715         813  208 
Archer  Daniels  Midland             425           297         319  183 
Arden  Group                          819             **         175  204 
Arizona  Public  Service               555           752         731  103 

Air  Prods  &  Chems                  316          306         541  117 
Albertson's                              99           158         126  204 
Alcan  Aluminium                    312            87         362  115 

A          Ct*wA*rA                                             7A7                  373                1R0         7fl?  770 

Alexander  &  Alexander              23          227         836  71 

Arkla                                    222          444         328  94 
Armco                                  791           739         829  112 
Armstrong  Rubber                   905          875         268  144 
Armstrong  World  Inds              853          780         595  137 
An  in  Industries                       831           845         832  144 

Alexander  &  Baldwin                593           698         377  168 
Alexander's                            946          929         467  206 
Alleghany                              416          257          92  71 

llluok'nv  Intl                                                57R                    C1C                 S7fi          lfil  Tin 

Aiiegneny  inn                        j/o          jij         3*0  ioi, 
Allegheny  Power                     657          770         721  103 

ASARCO                                812           521          358  115 
Ashland  Oil                             64          218         517  89 
Associated  Dry  Goods              842          771         350  206 
Athlone  Industries                   422          684         606  112 
Atlanta  Gas  Light                     805           765         785  94 

Allen  Group                            782           673         680  144 
Allied  Bancshares                      72           110          77  73 
Allied  Corp                            706          712         879  89,117 

AllieH  Stnrnt                                           h  S 1                 621              417  206 

.\11ICU  31UICS                                                           UO/                        U^l                   •»!/  iUU 

Allied  Supermarkets                 992          971         823  204 

Atlantic  City  Elec                    739          815         849  103 
Atlantic  Richfield                    182           122         486  89 
Auto  Data  Processing               187           183         230  126 
Avco                                    452          217         508  71 
Avery  International                  482          335         233  130 

Allis- Chalmers                       945          927         963     130,  170 
Alcoa                                     522           224         688  115 
AM  International                     987           940         971  126 

A  MAY                                                  755                nKU             RJ<i                 1  1  ^ 

Amdahl                                  578           919         693  123 

Avnet                                     299           430           70  121 
Avon  Products                         61           599         948     196,  208 
Avondale  Mills                       922          888         566  194 
Baker  International                     77             70         316  100 
Baldwin-United                        37            93          28  71 

Amerace                               816          847         906  130 
Amerada  Hess                        317          424         238  89 
American  Bakeries                   958          940         904  185 

AmPnnn  RranHc                                      1  AO                   7  1  A               7/17         1  Q£  970 
TllltnCdii  DldUUs                                     I07                   -  1  -*                ADA  170, 

Amer  Broadcasting                  209           199         345  216 

Ball  Corp                              419          337         207  200 
Bally  Manufacturing                   78             37         102  210 
Baltimore  Gas  &  Elec               689          716         741  103 
BanCal  Tri-State                       861           625         730  73 
BancOhio                              866          809         814  73 

American  Can                          901           900         891  200 
American  Cyanamid                 681           751         608  117,196 
American  Elec  Power                771          843         920  103 

Impriran  Frnrpcc                                904                 778              XA1             71  ftfl 

AiDcnuD  express                        iut             -               >**j          '  1,  ou 
American  Family                     410          705         609  80 

Bangor  Punta                          376             6         759  175,220 
Bank  of  New  England               368          280         225  73 
Bank  of  New  York                    557           579         421  73 
BankAmerica                         448          490         773  73 
Bankers  Trust  NY                     400           237         192  73 

American  General                   329          232         202  80 
A-nerican  Greetings                 488          390         132  210 
Amer  Hoist  &  Derrick              811           849         919  128 

Atnpriran  Hn-np  PrnHiirft                   75                 lift              i 7  S         101     1  Q7 
111  CI!  K^all  ilUlXIC  lIUUULlS                                                tlO                 *♦/ O          IOI,    j.  7  _ 

Amer  Hospital  Supply              430          318         224     190,  202 

Barnes  Group                         649          641         695  144 
Barnett  Banks  Fla                    444          240         137  73 
Bausch&Lomb                      337          339         336  190 
Baxter  Travenol  Labs                335           176         198  190 
Beatrice  Foods                        436          555         822  185 

American  Intl  Group                 12?           109         135  80 
Amer  Maize-Products               819          804         536  185 
Amer  Medical  Intl                   265            65          38  190 

Ampriran  Mntnrc                               ORfl               OJH             ±f\A  170 

American  Natl  Ins                   667          322         587  80 

Bee  ton.  Dickinson                   527          486         524  190 
Belco  Petroleum                      106           129         324  89 
Bell  &  Howell                        917          857         310  126 
Bemis                                   766          575         451  200 
Bendix                                    274           248         264  144,175,220 

Am  Natural  Resources              313          428         893  94 
American  Petroiina                  422          646         366  89 
American  Standard                   179           197         554  137,220 

American  Stnrps                            lr.1              131            215      JCH  ~>n& 

American  Tel  &  Tel                 616          601         789  121,213 

Beneficial  Corp                       907          907         736       71,  208 
Bergen  Brunswig                     305            15            8  202 
Berkshire  Hathaway                 753            75          41       80,  185 
Best  Products                         361           385         450  208 
Bethlehem  Steel                      910          807         866  112 

AmeriTrust                            766          657         758  73 
Ametek                                 215          455         237  130 

AMF                                               776             R71            740      J 1 0  1  ">C\ 

Amfac                                  706          676         513     202,  220 
AMP                                        76           153         218  121 

Beverly  Enterprises                  123             "          13  190 
Big  Three  Industries                 246           142         551  100,117 
Big  V  Supermarkets                   79            66          30  204 
Bird  &  Son                              968           940         924  137 
Black  &  Decker                        777           777         700  181 

Ampco-Pittsburgh                    712          545         564  128 

AMR                                                      QA7               QIZ             ±A\  170 

Amstar                                   772           843         562  185 
Ainsted  Industries                   352          389         804  128 

Blount                                  183           192          88  140 
Blue  Bell                                     425            612           594  194 
Boeing                                   88            33         221  175 
Boise  Cascade                         797          667         503     108,  137 

Anchor  Hocking                       785           732         803  200 
Anderson,  Clayton                   768          525         748  183 
Anhei'ser-Busch  Cos                260          164         103  188 
AnixterBos                           185           113           10  130 

Borden                                  639          535         498  185 
Borg-Warner                           541           327         142     144,  220 
Borman's                               937          8?2         172  204 
Boston  Edison                          746           654         821  103 

Profitability:  S  year  return  on  equity    Growth:  S-year  compounded  annual  earnings  per-share  growth 
Stock  market:  5-year  price  change.    "Not  ranked. 
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sere  to  find  the  company 


Rank 

Rank 

Industry 

Xtftflr  ciirvoit 
iJlUln             tUI  VL  y 

mpany                          Profitability    Growth   market  page 

Industry 

Atopic  snn/fv 

Company                          Profitability    Growth   market  page 

mifflntl                               986           940         975  172 
iggs  &  Stratton                     219          571         633  130 
istol-Myers                          146          377         303  192 
)cKway  inc  \l\  i  j                    oov           ojv         odz  zuu 
joklyn  Union  Gas                 492          499         527  94 

Citizens  &  Sthrn  Ga                 614           117         197  73 
City  Investing                        477          289         248       80,  220 
Clark  Equipment                     914          920         888  128,170 
Cleveland  Flee  Ilium                   663             R13           KM  1D3 

V    11  H  Idllu    L1CV.    II 1 U  111                                         '"'   .                           Ol  J                      (JU7  IUO 

Clorox                                  332          595         407  181 

iwn-Forman  Dist                  173           101           75  188 
jwn  Group                          389          229          93     194,  208 
) wrung- Ferris  Inds                 298           161           53  130 
ino  s  zu4 
inswick                             121           135         394  210 

Cluett,  Peabody                      824          234         315  194 
CN A  Financial                        169             "         281  80 
Coastal  Corp                          726          836         846  89 
Coca-Cola                              125          475         644  188 
Colgate-Palmolive                   510          733         806     181,  196 

cynis-Erie                           610          677         925  128 
rlington  Inds                       882          840         579  194 
rlington  Northern                 827           166         151  178 
rrougns                              01/           /  oo                        1  zo 
siness  Men's  Assur               483            28         449  80 

Collins  &  Aikman                   787          727         427  194 
Colonial  Penn  Group                 588           848         950  80 
Colt  Industries                        809          880         307  112 
Columbia  Gas  Svstem                 5fi4            f»27           745  04 
Combined  Internatl                  203          484         434  80 

tier  Manufacturing               597          740         661  137 
bot                                      133             34         144     115,  117 
esars  World                         157             3          26  210 
lltornia  rirst  Danx                  oyu            010          ol<*  to 
meron  Iron  Works                119           121         372  100 

Combustion  Eng                      192           194         352  130 
Comdisco                                12            16            5  126 
Comerica                               693          649         722  73 
Commercial  Metals                 490          585         108  115 
Commonwealth  Edison             765          817         873  103 

mpbell  Soup                         489           586         614  185 
pital  Cities  Commun            140           119          87  216,218 
pital  Holding                       554          454         496  80 

I'll               A10             c c c                 i  oc 

rnation                                00/           4jz         dsd  iod 
rolina  Pwr  &  Lt                   670          744         858  103 

Commonwealth  Energy             637           700         769  103 
Commonwealth  Oil  Rig            982          971         969  89 
Computer  Sciences                    52           123         327  126,175 
ConAeTa                                    104             43            67      183  185 
Cone  Mills                             595          527         700  194 

rpenter  Technology              363          382        425  112 
rson  Pirie  Scott                    780          681         684  206 
iter  Hawley  Hale                  806          830         857  206 

Stic  ot  ^OOKe                                        V1U                  "lj                7**U  lOD 

terpillar  Tractor                   427          654         908  128,170 

Consolidated  Edison                 679          554         537  103 
Consolidated  Foods                  394          370         343  185 
Consol  Freightways                  157          229         300  168 
Consol  Natural  Gas                  574          514         783  94 
Consolidated  Papers                 214          207         309  108 

II  Industries                         198          432         469  140 

IS                                        357           678         698  216 
co                                       675           284         273  137 

1,-oco                                                                     QQO             AOO                 1  1  7 

lantst                                    o"j            jj"          ow  ii/ 
leron                                   19            27         363  94 

Consol  Petroleum                        6           932            "  89 
Consumers  Power                    735           741         905  103 
Continental  Corp                    621           432         780  80 
Continental  Group                    670           659         802  200 
Continental  Illinois                  541           569         883  73 

ntel                                  324          555         573  213 
nterre  Bancorp                     636          566         797  73 
ntex                                  249           138         139  140 
ntrai  &  ooutn  west               **w           oou         /o**  iuo 
ntral  Illinois  Lt                    701           707         753  103 

Continental  Telecom                508          626         643  213 
Control  Data                          789           108         165       71,  123 
Cook  United                          955          971         531  206 
Cooper  Industries                    103           132         727  130 
AdolphCoors                         849          825         786  188 

ntral  111  Pub  Svc                   668          771         805  103 
ntral  Soya                           796          782         710  183 
ntral  Steel  &  Wire                648          602         326  112 
rtain-teeu                           V44          Vol         vid  lot 
ssna  Aircraft                       533          651         464  175 

Copperweld                            612          775         490  112 
Corning  Glass  Works                 712           619         640  121,220 
CPC  International                   262          405         439  185 
Crane                                          7d8            859           715      119  137 

VI  dill                                                                                           /  tO                          OJ7                           1  J              1    1       ,     1  -  • 

Crocker  National                      595           494         630  73 

S  Continental                      732          596         100  202 
tampion  Intl                        760          824         708     108,  137 
lampion  Spark  Plug               773          866         867  144 

1r*  ,.r                                                                                         1  1                              CC                       1  in  WO 

tarter                                   i>            3d         l  ju  oy 
lase  Manhatun                    562          365         391  73 

Cross  &  Trecker                       94            42         885  130 
Crown  Central  Petroleum          205           151         252  89 
Crown  Cork  &  Seal                  544          452         709  200 
Crown  Zellerhach                      848            862          895  108 

V    I""  II     Lilllll    ldl.ll                                                           V./ ^ KJ                               IHIi.                          1  J  /    j  1UU 

Crum&Forster                       132           104         114  80 

lemical  New  York                 549          472         462  73 
lesebrough-Pond's                 177          351         355  196 
uc  S.  iNortn  Western               141           4lo           zv  l/o 
lie  Pneumatic  Tool                898          879         947  130 
iromalloy  American              846          882         931  220 

CSX                                       831           538            "  178 
Culbro                                  514          691         461  198 
Cull  urn  Companies                   179             67           57  204 
Cummins  Engine                     801           759         704  144 
Curtice-Burns                         302          445         195  185 

irysler                                984          940         902  170 

mkk                                                   II1?                17ft             q  1  1  Of) 
1UDD                                                               )  j  L                   I/O                Oil  OU 

GNA                                                  "           "  80 
ncinnati  G  &  E                    676          768         917  103 

Cyclops                                 856          510         575  112 
Dan  River                               858           255         623  194 
Dana                                    518          658         605  144 
Dart  &  Kraft                           546          644           "  185 

ncinnati  Milacron                 188            45          68  130 
rdeK                                567          748         302  204 
ticorp                                470          512         430  73 
ties  Service                         803          761         164  89 

Data  General                           342           213         903  123 
Datapoint                              253            74         292  123 
Dayco                                     823           837         899      130,  144 
Dayton-Hudson                        118           146          156  206 

ofitability:  5 -year  return  on  equity.    Growth:  5  year  compounded  annual  earnings-per-share  growth. 
>ck  market:  5-year  price  change.    "Not  ranked 
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Where  to  find  the  company 

Rank 

Rank 

Industry 
Stock  survey 

Company                          Profitability    Growth   market  page 

Industry 
Stock  survey 
Company                           Profitability    Growth    market  page 

Dayton  Power  &  Light               703           784         833  103 
Dean  Foods                            130          111           80  185 
Deere                                     686           794         669  170 
DEKALB  AgResearch                680          736         901  183 
Delmarva  Power  &  Lt                716           769         767  103 

Exxon                                     254           429         658  89 
Fairchild  Industries                    70             18         196  175 
Farm  House  Foods                    237           349         200  202 
Farmers  Group                         280           246         423  80 
Federal  Co                             553          691         320  185 

Delta  Air  Lines                       604          645         346  172 
Deluxe  Check  Printers               56          229         175  218 
Dennison  Mfg                         471           509         413  130 
Denny's                                  282           376         411  208 
DeSoto                                   807           620         592  137 

Federal  Express                         20            11           39  172 
Federal-Mogul                        331           271         201  144 
Fedl  Natl  Mortgage                   953           938         448  71 
Federal  Paper  Board                   530           709         293  108 
Federated  Dept  Stores                560           593         638  206 

Detroit  Edison                          810           797         887  103 
Dexter                                    304           347         438  117 
Di  Giorgio                               841           219         509     185,  202 
Diamond  Intl                           868           876         552  200 
Diamond  Shamrock                 478          841         926  89,117 

Ferro                                      604           690         641  117 
Fidelcor                                  892           886         685  73 
Fieldcrest  Mills                        709           530         856  194 
Figgie  International                   442           274         179  220 
Firestone                                 957           940         800  144 

Dibrell  Brothers                      510          368          98  202 
Digital  Equipment                   356            79         255  123 
Dillard  Dept  Stores                  681           4P6          82  206 
Dillingham                               **            69           "     140,  168, 208 
Dillon  Cos                             108          344         311  204 

First  Bank  System                    534          518         753  73 
First  Boston                             195           169           41  87 
First  Charter  Finl                     938          923         750  78 
First  Chicago                           829           808         659  73 
First  City  Bancorp                   320          283         548  73 

Walt  Disney                            716           419         459  210 
Diversified  Energies                  456           570         781  94 
Donaldson,  Lufkin                   748             "          25  87 
R  R  Donnelley  &  Sons              464          364         205  218 
Dorchester  Gas                         62            85         342  89 

First  Executive                         14             4            1  80 
First  Interstate  Bancp                415           269         470  73 
First  Natl  Boston                      529           331          234  73 
First  Natl  State  Bcp                   566           498         567  73 
First  Natl  Supermkts                 505           583         504  204 

Dorsey                                    819           540         402  200 
Dover                                    69           124         185  137 
Dow  Chemical                         407           750         809  117 
Dow  (ones                               27          252          83  218 
Dravo                                     845           846         935  140 

First  Pennsylvania                    975           940         966  73 
First  Security                           417           530         774  73 
First  Union                             467           238         240  73 
First  Wisconsin                       656          302         637  73 
Fischbach                                437           507         446  140 

Dresser  Industries                    328          374         826  100 
E I  du  Pont                              446           437         817       89,  117 
Duke  Power                           585           582         797  103 
Dun  &  Bradstreet                      39          252         133  218 
Duquesne  Light                        801           864         875  103 

Fisher  Foods                            746           850         572  204 
Fleet  Financial                        402          299         263  73 
Fleetwood  Enterprises               815           799         182  210 
Fleming  Cos                           325          485         186  202 
Flickinger                                464           407         148  202 

Dynalectron                             616           224         124  140 
E-Systems                               409           523           55  175 
Eagle-Picher  Inds                      724           793         896  130 
Easco                                      608           799         842  144 
Eastern  Air  Lines                     974          971         686  172 

Florida  Power  &.  Lt                   606           607         590  103 
Florida  Progress                        711           753         690  103 
Flowers  Industries                   271           360         141  185 
Fluor                                      155           173         392  140 
FMC                                      594           536         550  117,220 

Eastern  Gas  &  Fuel                   692           795         654  89 
Eastman  Kodak                        231           470         375  210 
Eaton                                     643           723         612  144 
Echlin                                     555           682         581  144 
JackEckerd                            318          358         526  208 

Food  Town  Stores                       24             40           11  204 
Foodarama  Supermkts               936           918         841  204 
Ford  Motor                              960           940         929  170 
Foremost-McKesson                 384          533         206  202 
Fort  Howard  Paper                    100           244         122  108 

Economics  Laboratory              372          448         746  181 
Edison  Bros  Stores                   224          420         728  208 
EG&G                                      43             80           34  121 
El  Paso                                   862           924         732  94 
Electronic  Data  Systems              85           359           36  126 

LB  Foster                                   3           673            "  100 
Foster  Wheeler                          97           102         296  130 
Foxboro                                  521           380         495  130 
Frederick  &  Herrud                   860           869         270  183 
Freeport-McMoran                    91           159         117  117 

Emerson  Electric                       176           335         398  135 
Emery  Air  Freight                       42           661         907  172 
Emhart                                   378           506         615  130 
Empire                                    592           462         107  89 
Engelhard                                232           275            **  115 

Frontier  Holdings                      131           162         171  172 
Fruehauf                                 859           838         863  170 
Fuqua  Industries                         "            90         116  220 
GAF                                       973           940         744      117,  137 
Gannett                                  167           265         259  218 

ENSERCH                               308           497         488  94 
Entex                                       82           150         340  94 
Equifax                                   268           685         344  218 
Equitable  of  Iowa                      839           642         861  80 

Gas  Service                             799           718         848  94 
Gates  Learjet                          295          480          72  175 
GATX                                    638           435         782  128 
GEICO                                      8             "           37  80 

Esmark                                   137           228         149      185,  220 
Ethyl                                      475           672         480  117 
Evans  Products                         783           221         957  137 
Ex-Cell-0                                517           395         484  130 

Gelco                                       82             71          424  130 
General  Cinema                       134           170           94      188,  210 
General  Dynamics                   635          596         111  175 
General  Electric                       216           421          382      135,  181,  22C 

Profitability:  5  year  return  on  equity    Growth:  5  year  compounded  annual  earnings-per-share  growth. 
Stock  market:  S-year  price  change    "Not  ranked 
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here  to  find  the  company 


Rank 

Rank 

Industry 
Stock  survey 
mpany                          Profitability    Growth   market  page 

Industry 
Stock  survey 
Company                          Profitability    Growth   market  page 

neral  Foods                          370           449         571  185 
neral  Host                          762              5          78  208 
neral  Instrument                   207             29           22  121 
neral  Mills                          291           361         410  185 
neral  Motors                       864          893         853           1 70 

Edward  Hines  Lumber              969          940         884  137 
Holiday  Inns                            657           414         239  210 
Holly  Corp                              227           277         713  89 
Honeywell                               481           221          256      121,  123 
Hoover                                   891           852         738  181 

neral  Public  Utils                 920          909         967  103 
neral  Re                             134           103         145  80 
neral  Refractories                 972          940         952  130 
neral  Signal                        404          256         538  130 
nl  Tire  &  Rubber                  870           854         591  144,175 

Hoover  Universal                      510           678         646  144 
George  A  Hormel                    509          400         235  183 
Hospital  Corp  of  Am                 260             99           31  190 
Household  Intl                        678          724         657       71,  206,  220 
Houston  Industries                  552          635         807  103 

nesco                                  923              **         632      194,  208 
nuine  Parts                           197           338         399  144 
o  International                       30             95            "  100 
orgia-Pacific                        651           776         886     108,  137 
rber  Products                      460           507         650  185 

Houston  Natural  Gas                  85           191         651  94 
HRT  Industries                        752              **         865  206 
Hughes  Tool                           171            78         454  100 
Humana                                   40             20             6  190 
E  F  Hutton  Group                       65             72           14  87 

ttyOil                               289           153         670  89 
ant  Food                             287          221           91  204 
braltar  Financial                    967           940         568  78 
fford-Hill                              734           596         374  137 
llette                                 319          622         357  196 

Hyster                                  373          235         525     128,  170 
IC  Industries                          813          575         596  178,185,220 
Ideal  Basic  Inds                        628           702         893  137 
Idle  Wild  Foods                       248          292         190  183 
Illinois  Power                         616          774         880  103 

rard                                     526           328         314  73 
dfrey                                   626           628         485  204 
lden  West  Finl                      888           915         159  78 
-Goodrich                            894           756         494  144 
odyear                               833           708         359  144 

Illinois  Tool  Works                   314           357         379  130 
imperial  Corp  of  Am                   **             **           **  78 
Inco                                       966           940         953  115 
Indianapolis  Pwr  &  Lt               612           741          778  103 
Ingersoll-Rand                        525           665         923  130 

rdon  Jewelry                       450          304         385  208 
uld                                     662           811         647  121 
R  Grace                               408           552         514  117,220 
W  Grainger                          259           300         407  135 
aniteville                            943          930         927  194 

Inland  Steel                           909          902         938  112 
Insilco                                  496          590         290  181 
Intel                                     194           195         126  121 
Interco                                    590           640         603  194 
InterFirst                               292          325         472  73 

eat  Atl  &  Pac  Tea                 977          971         824  204 
Northern  Nekoosa               549          530         520  108 
Western  Financial                 913           901         455  78 
eyhound                              582           623         530     168,  183 
umman                              863          891         158  175 

Interlake                                 877           868         725  112 
IBM                                        144           512         649  123 
Intl  Flavors  &  Frag                    144           387         694  196 
Intl  Harvester                         978          940         972            1 70 
Intl  Minerals  &  Chem               388           709         582  117 

rE                                       537           664         593     121,  213 
ilf  &  Western  Inds                457          584         348  220 
ilf  Oil                                  606           632         720  89 
ilf  Resources  &  Chem            964           940         718  115 
ilf  States  Utils                      666           761         830  103 

Intl  Multifoods                       515          548         553  185 
International  Paper                  564          629         777  108 
Intl  Tel  &  Tel                          754           728         796  121,220 
InterNorth                               307           476         574  94 
Interpublic  Group                    208          354         405  218 

ilf  United                             462           399         403  80 
lliburton                              161           243         837  100 
mmermill  Paper                   688          592         414  108 
ndy  &  Harman                     239           431          162  115 
nna  Mining                          872           873         959  115 

Interstate  Bakeries                    917           940         678  185 
Irving  Bank                             495           366         476  73 
IU  International                      121           249         519     168,  220 
James  River  Corp  Va                   53             44           44  108 
Jefferson-Pilot                          603           503         761  80 

nnaford  Bros                       287          372          76  204 
nover  Insurance                   274           130         334  80 
rcourt  Brace  Jovan                 575           671         681  218 
rnischfeger                         927          925         960  128 
rris  Bankcorp                      837           820         751  73 

Jewel  Cos                                414           285         245  204 
Jim  Walter                               834           861         737  137 
Johnson  &  Johnson                  217          314         369  190 
Johnson  Controls                     377          205         672     135,  144 
Jonathan  Logan                       962          940         452  194 

rris  Corp                              237             98         482  121,130 
rsco                                    438           563         558  130 
it  Schaffner  &  Marx               763           397         131  194 
irvey  Hubbell                       346          412         257  135 
iwaiian  Electric                    733          629         712  103 

Earle  M  Jorgensen                     345           414         364  112 
Joy  Manufacturing                    466           443         660  128 
Kmart                                  587          660         816  206 
Kaiser  Alum  &  Chem                563           408         839  115 
Kaiser  Steel                            963           940         913  112 

;ck's                                    336           272         305  206 
Heileman  Brewing                  33             52           32  188 
J  Heinz                               321           210         304  185 
alter  E  Heller  Intl                  641           695         578  71 

Kane-Miller                            924          896         236  185 
Kaneb  Services                         89          356         724  100 
Kansas  City  Pwr  &  Lt                703           731          828  103 
Kansas-Neb  Nat  Gas                 361           656         442  94 

;rcules                                620          549         412  117 
:rshey  Foods                        277          346         203  185 
:wlett-Packard                       240           120           81      121,  123 
lton  Hotels                           81            62          99  210 

Kansas  Power  &  Light                598           718         662  103 
Kaufman  &  Broad                     893             57         250  140 
Kay                                      576           324         155  183 
KDT  Industries                        983           940         976  206 

ofitability:  5  year  return  on  equity'.    Growth:  S  year  compounded  annual  earnings  per  share  growth. 
>ck  market:  5-year  price  change.    "Not  ranked. 
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Anyone  can  say  what  computer  technol- 
ogy can  do  today 

But  it  takes  a  good  listener  to  envision 
what  it  should  be  doing  tomorrow. 

Take  Sperry's  approach  to  office  "automa- 
tion." 


©  Sperry  Corporation.  J982 


We  refrained  from  the  early  rush  to  aw 
mate  routine  mechanical  office  tasks. 

To  us,  this  was  treating  the  "office  of  th 
future"  like  a  factory  of  the  past. 

We  were  hearing  something  different. 

A  true  office  system  shouldn't  just  hel| 
people  carry  out  decisions.  It  should  hel| 
people  make  them. 

So  Sperry  developed  a  fully  integrated 
system— the  first  of  its  kind. 


j 


t  goes  beyond  word  and  number  pro- 
sing, filing,  electronic  mail, 
t  helps  connect  people.  Organize  pro- 
ts.  Do  research.  Test  ideas. 
Dutting  the  full  power  of  the  computer 
/vork,  at  last,  doing  the  whole  job  an 
:e  does. 

fo  succeed,  you  can't  wait  for  the  future 
lappen  before  you  react. 


You  have  to  predict  and  prepare  for  it  well 
in  advance. 

And  we've  found  nobody's  a  better  seer 
than  a  good  listener. 


WE  UNDERSTAND  HOW  IMPORTANT 
IT  IS  TO  LISTEN. 


Where  to  find  the  company 

Rank 

Rank 

Industry 
Stock  survey 

Company                           Profitability    Growth    market  page 

Industry 

Sf  Ik'  L  cnn/pv 
>  i     k          sin  vcy 

Company      -                    Profitability    Growth    market  page 

Kellogg                                     67           423         71!  185 
Kellwood                                 879           863         871  194 
Kelly  Services                            60           107         167  126 

_  _                                                                                            i*i                        i    i  -I                   nil  or\ 

Kemper                                   243           137         241  80 
Kentucky  Utilities                    838           852         862  103 

Maytag                                   116           698         619  181 
MCA                                      359           468         243  210 
McCormick                             432           410         313  L85 

Mrllprmntl                                             700                 R7ft              Q17         1  flf  1    1  7.Pl 

McDonald's                             116           167         383  208 

Kerr  Glass  Mfg                         829           779         734  200 
Kerr-McGee                           543          564         653  89 
Keystone  Consolidated              965           940         673  112 
Kidde                                     453           350         401  220 
Kimberly-Clark                       27"          315         416     108,  196 

McDonnell  Douglas                  664           551          534  175 
McGraw-Edison                       601           490         561  135 
McGraw-Hill                           161           198           90  218 

Mri  rnmmnniralinnc                         AA                     *•                   7                   1  1  1 

Mead                                      487           670         840  108 

King  Kullen  Grocery                 865           614         458  204 
Knight-Ridder  News                  390           296         223  218 
Knudsen                                  502           145         173  185 

<mr                                                                                                                         -Till                                i      )    t                          i  l  1   I  1 

Koppers                                   791           834         918  220 
Kroger                                    379           201          143  204 

Mellon  National                       627           449         463  73 
Melville                                   73           202         213      194,  208 
Mercantile  Bancorp                   428           474         689  73 

Mercantile  Texas                      227           247         301  73 

Laclede  Gas                           573           552         671  94 
LearSiegler                            100          126         291  144,175,220 
Leaseway  Transportation           220           476         378  168 
Levi  Strauss                             75           143         184  194 
Levitz  Furniture                       725           317         435  208 

Merck                                     113           489         493  192 
Meredith                                 342             73         157  218 
Merrill  Lynch                          309           200           59  87 

MGM  Grand  Hotels                  149           459            "  210 

Libbey-Owens-Ford                   878           881          733  144 
Eli  Lilly                                   156           455         471  192 
Lincoln  National                      697           469         611  80 
Liquid  Air                               628           760         890  117 
Litton  Industries                      258             10           69  220 

MGM/UA  Entertainment           523           661            "  210 
Michigan  National                    691           720         881  73 
Midcon                                   538           648            "  94 

\1  i  A,  t  L<       >■  i  1  ri  I  Itilc                                    i^A                     7AA                 ft/11  Ifil 

Midland-Ross                           641           608         819  130 

Lockheed                                242           940           40  175 
Loews                                     125             92           73       80,  198 
Lone  Star  Industries                  676           500         529  137 
Long  Island  Lighting                 608           792         835  103 
Longs  Drug  Stores                     226           384         388  208 

Milton  Bradley                         351           203         282  210 
Minn  Mining  &  Mfg                  143           347         499  220 
Mission  Insurance                     31            32          84  80 

Miccnnri  Pq^Aii                                          ItII                                          1/./,                     1  7Q 

/Missouri  racinc                         idu            joo          400  1/0 
Mitchell  Energy  &  Dev                17             50         134  89 

Longview  Fibre                         836           884         765  108 
Louisiana  Land                         174           636         756  89 
Louisiana-Pacific                      781           789         249      108,  137 
Louisville  Gas  &  Elec                791           833         878  103 
M  Lowenstein                          895              8         174  194 

Mobil                                     301           305         475  89 
Mohasco                                 926           885         762  181 
Monfort  of  Colorado                  880           914         353  183 

\1,.„,                                                                                 7£1                        fi7A                   Qlfi  117 

/vionsanto                                /di           ozo         7io  11/ 
Montana  Power                        644           725         763  103 

Lowe's  Companies                   524          736         337  202 
LTV                                         74             "         430  112 
Lubrizol                                    98           403         679  117 
Lucky  Stores                            124           519         639  204 
Lukens                                  896          877         911  112 

Moore  Corp                             322           561          557  126 
Moore  McCormack  Res             516           490         801  168 
F  P  Morgan                              454           457         483  73 
jviorrison-Hnudsen                    4tu           ivu         ZZV  14U 
Morse  Shoe                            545          381         613  208 

M/A-Com                                263             88           20  121 
Macmillan                               941           928         373  218 
R  H  Macy                                283           146           62  206 
Magic  Chef                              825           470         329  181 
Malone  &  Hyde                        355           480         308  202 

Morton  Thiokol                       263             77         295  117,175 
Motorola                                 458           383         228  121 
Mountain  Fuel  Supply               622           714         851  94 
/vtuntord                                  8o           oil  zU4 
G  C  Murphy                            919           898         707  206 

Manhattan  Industries                857             97         204  194 
Manufacturers  Hanover             520           567         631  73 
Manufacturers  National             786           767         683  73 
Manville                                 884           851         970  137 
MAPCO                                  139           574         943  89 

Murphy  Oil                             184           178         418  89 
Nabisco  Brands                        295           393            "  185 
Nalco  Chemical                         96           398         265  117 
IMasn  rincn                              4V8           6bl          /84  2U2 
Nashua                                   660           562         932  126 

Marine  Midland  Banks               852           510         361  73 
Marion                                   438           701         936  89 
Marriott                                  241             83           52     208,  210 
Marsh  &  McLennan  Cos             49          333         584  71 
Marsh  Supermarkets                  309           270           79  204 

National  Can                           632           482         585  200 
National  City                           583           688         859  73 
Natl  Convenience  Stores             68             81           56  2U4 
National  Distillers                    728           763         674  117,188,220 
National  Fuel  Gas                     703           600         648  94 

Martin  Marietta                       348           285         191  175,220 
Maryland  Cup                           499            297          267  200 
Maryland  National                    572           501         439  73 
Masco                                   111           267         211  137 

National  Gypsum                    693          439         396  137 
.Natl  medical  tntrprs                 zuo             ?s           iv  ivu 
Natl  Semiconductor                  281           292         370  121 
National  Svc  Inds                    235           300         227  117,130,135 

Masoniie                                   "           933            "  137 
Massey-Ferguson                     989          940         973  170 
Mattel                                    370            96         119  210 
May  Dept  Stores                       571           577         456  206 

National-Standard                     928           916         955  112 
National  Steel                          932           905         954  112 
Nationwide                             803           501          120  80 
Natomas                                 154           319         325       89,  168 

Profitability:  5  year  return  on  equity    Growth:  5-year  compounded  annual  earnings-per  share  growth. 
Stock  market:  S  year  price  change    "Not  ranked 
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Never  before 
n  copier  history 

has  so  little 
done  so  much. 


fetrOdilClflQ  th©       ^T,)i  lt  s  n<)l  l'u'  smallest  copier  ever  made. 

CT>IACA  ^  ^as  more  features  for  its  size  than 

RICOH  r  MfUWJ     any  other  copier.  They're  features  you'd  ex- 
:t  to  find  in  copiers  much  larger.  Like  reduction  and  enlargement.  And 
t  just  1  or  2  levels  of  reduction,  but  3.  The  4060  is  also  fast  — you  get  20 
ar,  crisp  copies  a  minute.  And  to  make  your  copying  go  even  smoother, 
u  can  add  a  document  feeder  and  an  integrated  sorter. 
But  don't  think  that  because  it  has  so  many  features  it  breaks  down  a  lot. 
i  the  contrary,  the  4060  helps  keep  itself  out  of  trouble.  With  a  simple, 
■aight  paper  path  for  fewer  jams.  Plus  an  advanced  self-diagnostic  system 
it  helps  keep  small  problems  small.  It's  also  backed  by  the  Ricoh  Quality 
surance  Plan.™  This  Plan  means  that  we  stand  behind  the  quality  of  our 
jiers  and  the  quality  of  the  service  you'll  get. 

So  call  our  800  number  below  or  send  in  the  coupon.  And  if  you  need  a 
.all  copier  that  does  a  little  less,  ask  about  the  new  Ricoh  4030  without 
luction  and  enlargement. 


aaei^ — ^— ^ 

I    RICOH  QUALITY  ^S^—^ 

I       ^d-Winning  Quali    ^  ^^JANCE  PLAN 

§1        control  system  begins  in  tk  ontMl  t>^~ 
H       every  step  of  manufacture  ^  Ricoh's  continuous  qUiOW 
^nsive  Co„8«mer  Eva]  ■**      -tows  through 

Ouservation  program.  ea^S^S  i„ 
customers  m  real  offiWs  g*odt,  .  '"  our  JV-Marketmg 

.  continuous  Monitor^  J*  *  Ct^  b*  «*»> 
a  diary  of  every       ?W  "d- 
gatfillitt-ASsisted  fa      *        SSfctad^l  system 
Si^,m  ensure,  vou  ,  f'„..       '  °ut  m  the  Eeld. 


■A 


keeps  a        u,  every  p^  -^o„-s 

SatfiUite.ASSiSted  fa*        SfetacW  system 

.  service  Support  Sysfeni  >C^^*°»L 
dealer  .s  backed  wlth,,n^  SrH,  ,, 


Ricoh  FT4060 


ICOH 

We  respond. 


If  you'd  like  to  know  more  about  the  small  copier  that  does  so  much  call 
Ricoh  at  800-526-5368.  In  New  Jersey,  201-797-7809  Or  write  to  us: 
Ricoh  of  America,  Copier  Division,  20  Gloria  Lane,  Fairfield,  N.J  07006 

Name  

Company  

Address  

City  


.Title. 


.State. 


-Zip- 


1983  Ricoh  of  America,  Inc. 


L 


Phone . 


F-l 


J 


Where  to  find  the  company 


Rank 

Rank 

Industry 
Stock  survey 

Comp.m>                            Pro£  ability     Growth    market  page 

Industry 
Stock  survey 
Company                           Profitability     Growth    market  page 

NBD  GancorD                           699           603         69"  73 
NCNB                                    469           321         429  73 
NCR                                      323           156         280  123 
New  E  ..land  Electric                534           568         544  103 
N  ^  State  Elec  *  Ga-                 578           6b3         T60  103 

Peabodv  Intl                            950  936 

Penn  Central                           645             48         161  220 
Penn  Traffic                            653           687         766  204 
PennCorp  Financial                     "           220         232  80 
I  C  Penney                              701           673         563  206 

New  York  Times                     374          3?8         153  218 
Newmont  Mining                     519           517         189  115 
Niagara  Frontier  Services            252           436         523  204 
Niagara  Mohawk  Power             647           703         797  103 
NICOR                                   478           605         838  94 

Penn  Power  &  Light                  684           806         844  103 
Pennwalt                                 758           741         912  117 
Pennzoil                                   66           329         433  89 
Peoples  Drug  Stores                  434           116           85  208 
Peoples  Energy                         503           697  94 

A  C  Nielsen                             206           302          166  218 
NIKE                                         2              2"  194 
NL  Industries                           200           187         298  100 
Nordstrom                               332           266         121  208 
Norfolk  Southern                      440  172 

PepsiCo                                   142           312         521  188 
Perini                                     744           344         244  140 
Perkin-Elmer                           302           153          138  121 
Petrie  Stores                              87           465         682  208 
Petrolane                                  90           204         428  100 

North  American  Coal                454           440         570  89 
North  Amer  Philips                   570           505         425  121 
Northeast  Utilities                    790           827         714  103 
No  Indiana  Pub  Svc                   874           889         934       94,  103 
No  States  Power                       557           642         771  103 

Pettibone                                956           940         961  128 
Pfizer                                     367           524         193  192 
Phelps  Dodge                           921           892         704  115 
PHH  Group                             105           141           66  130 
Phibro-Salomon                         22             76            ••  202 

Northern  Trust                         761           680         515  73 
Northrop                                 348           406         160  175 
Northwest  Airlines                   929           903         443  172 
Northwest  Bancorp                   540           516         6""5  "; 
Northwest  Energy                     447           529         618  94 

Phila  Electric                           '63           7g^         8"  103 
Philadelphia  Natl                      625           555         381  73 
Philip  Morris                           110           188         321  198 
Phillips  Petroleum                    212           267         757  89 
Phillips-Van  Heusen                 867             22         360  194 

Northwest  Industries                  71           115         565      112  220 
Northwestern  Steel                   844           867         876  112 
Norton                                   422           370         445  130 
Norton  Simon                          632           634         589  185 
Nucor                                      41             63           54  112 

Piedmont  Aviation                    109           264           23  172 
Pillsbun                                365           343         692  185 
Pioneer                                   35           134         140  94 
Pioneer  Hi-Bred  Intl                   92           263         152  183 
Pitney  Bowes                           268           100         254  126 

NVF                                       890           895         322     112  115 
Oak  Industries                         443            81         246     121,  216 
Occidental  Petroleum                 48           390         874  89 
Ogden                                     420           572         452     168,  220 
Ohio  Casualty                          128           163         332  80 

Pittsburgh  National                   i'r.           42"  283 
Pittston                                  876           910         941       89,  208 
Pneumo                                  398           452           63      175,  204 
Polaroid                                  889           832         779  210 
H  k  Porter                               794           540         896  130 

Ohio  Edison                             "5           855         909  103 
Oklahoma  Gas  &  Elec               720           818         827  103 
Old  Republic  Intl                      138           126         368  80 
Olin                                       843           763         497  117,220 
Olympia  Brewing                      939           912         600  188 

Portland  Genl  Elec                    "41           823         896  103 
Potlatch                                  736           789         655  108 
Potomac  Elec  Power                  709           726         686  103 
PPG  Industries                         559           473         356  117,137,144 
Primark                                  908           911            "  94 

Oneok                                       245            461          616  94 
Outboard  Marine                      880           858         510  210 
Owens-Corning  Fbrgls               743           755         742  137 
Owens-Illinois                         757           577         702  200 
Pabst  Brewing                          948           934         859  188 

Procter  &  Gamble                     251           425         604      181  196 
Provident  Life  &  Acc                 463           462         652  80 
Public  Service  Colo                   779           835         872  103 
Public  Serv  ice  Indiana               480           669         854  103 
Pub  Svc  Elec  &  Gas                   745           758         795  103 

PACCAR                                 257           330         389  170 
Pac  Gamble  Robinson                798           816         791  202 
Pacific  Gas  &  Elec                    669           735         703  i03 
Pacific  Lighting                        591           504         580  94 
Pacific  Pwr  &  Lt                       634           746         794  103 

Pueblo  International                 723                         367  204 
Purolator                                 272           466         118      126,  144 
Quaker  Oats                            406           341          317  185 
Quaker  State  Oil                       567           773         558  89 
Rainier  Bancorp                        527           437         716  73 

Pacific  Resources                      375           353          181              89                Ralston  Purina                         584           ""03         641  185 
Paine  Webber                           639           442           27             87                Ramada  Inns                            949           937         545  210 
Palm  Beach                              165           273         547            194                Rath  Packing                           991           971         964  183 
Pan  Am  World  Airways             954           971         944            172                Ravchem                                 358             86         212  135 
Panhandle  Eastern                    227           355         619             94                Raymond  Intl                          714           786         946  140 

Pantry  Pride 

990 

940 

787 

204 

Raytheon 

95 

128 

209 

121.  1T5.  22C 

Parker  Drilling 

63 

60 

691 

100 

RCA 

.  674 

756 

810 

71,  216,  22C 

Parker-Hannifin 

393 

533 

549 

130 

Reading  &  Bates 

177 

181 

371 

100 

Parker  Pen 

227 

312 

502 

126 

Reichhold  Chemicals 

903 

899 

666 

117 

Parsons 

51 

118 

86 

Republic  Airlines 

940 

635 

.  "1 

Pay  Less  Drug  NW 

212 

236 

74 

208 

Republic  Finl  Svcs 

309 

295 

89 

80 

Payless  Cashways 

225 

139 

61 

208 

Republic  New  York 

136 

185 

60 

73 

Pav'n  Save 

569 

653 

792 

208 

Republic  Steel 

915 

883 

921 

112 

Profitability:  5-year  return  on  equity. 
Stock  market:  5-j  ear  price  change 


Growth:  S-year  compounded  annual  earnings-per  share  growth. 
'Not  ranked. 
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OPTIONS  ON 
T-BOND  FUTURES  ARE 
TRADING  ON  THE 
CHICAGO  BOARD  OF  TRADE. 


Options  on  T-Bond  Futures  combine  the 
leverage  of  futures  trading  with  the  defined 
risk  of  options.  Underlying  this  options 
contract  is  the  largest  and  most  liquid 
futures  market  in  the  world. 

Protection  from  the  ravaging  effects  of 
interest  rate  fluctuation  is  now  yours  for  a 
predetermined  premium. 

For  the  same  predetermined  premium, 
profit  opportunity  is  yours  as  well. 

Specifically,  institutions  and  individuals 
holding  bond  portfolios  can  use  these 
options  to  protect  their  actual  securities 
positions  or  to  improve  portfolio 
performance.  Traders  who  anticipate  an 
interest  rate  change  in  either  direction  can 


employ  options  on  T-Bond  Futures  to  take 
advantage  of  opportunities  to  profit. 

For  more  information  send  in  the  coupon 
or  call  1-800/621-4641.  In  Illinois 
1-800/572-4217. 

Futures  and  options  contracts  related  to  U.S.  Government  debt  are 
not  obligations  ol  the  U.S.  Government. 

release  send  your  T-Bond  Options  literature. 

MAIL  TO:  Marketing  Manager-Options 
Chicago  Board  of  Trade 
LaSalle  at  Jackson,  Chicago,  Illinois  60604 


Name 
Title 

Company 
Address 


City  State  Zip 

I  J 


§i  Chicago  Board  of  Trade 


Where  to  find  the  company 

Rank 

Rank 

Industry 
Stock  survey 

Company                          Profitability    Growth   market  page 

Industry 
Stock  survey 
Company                           Profitability    Growth    market  page 

RepublicBank                         382          408         330  73 
Research-Cottrell                      795           242         914  130 
Resorts  Intl                               11              7           95  210 
[}-.,                                              191             165           112  ~>{)H 
Revere  Copper                          906             "         962  IIS 

Signal  Cos                               497           289         272      1 70,  22C 
Singer                                     951           971          868      175,  181 
Skyline                                 840          818         456  210 
A  O  Smith                               910           805         928  144 
Smith  International                   160           136         533  100 

Revlon                                    306           422         930  196 
Rexnord                                  719           802         933  130 
R  J  Reynolds  Inds                      193           459         409  198 

DnvnnlHc  MptaU                                   814                 667              892  11S 

tieynoius  I'leuis                        oi**            w          o?*  iu 
Richardson- Vicks                       "          375           "  192 

SmithKline  Beckman                  15             49         178  192 
Snap-On  Tools                           93           207         306  144 
SONAT                                  243           294         396  94 
Sonoco  Products                       352           332         219  200 
So  Carolina  E  &  G                    729           785         793  103 

Riegel  Textile                          720           705         627  194 
Rite  Aid                                  175           124         123  208 
RLC                                          "           926            "  168 
RmiiwAv  viviits                       189           403          349  168 
Robertshaw  Controls                 855           685         635  135 

Southeast  Banking                    530           342         331  73 
Southern  Calif  Edison                624           722         628  103 
Southern  Company                   759           827         864  103 
So  New  England  Tel                  651           573         507  213 
Southern  Pacific                       885           610         719  178 

HH  Robertson                         297           175         335  137 
AH  Robins                              513           609         339  192 
Rochester  Gas  &  Elec                685           665         820  103 
Rm-L-wt-ll  Intl                                 348             362           146       144  175 
Rohm  &  Haas                          610           282         231  117 

Southern  Union                      327          547         847  94 
Southland                               386           308         386  204 
Southwest  Bancshares               474           379         477  73 
Southwest  Forest  Inds               871           720         706      108,  137 
Southwestern  Pub  Svc              352          713         770  103 

Rohr  Industries                         198             "         278  175 
Rollins                                    218           416         516      100,  216,  220 
Roper  Corp                              826           445         606  181 
Dncp'c  Stores                             740            209          250  ">06 
Royal  Crown  Cos                      727           864         772  188 

Sperry                                     660           591          869      123,  170,  17! 
Springs  Industries                     847           278          168  194 
Square  D                                 119           413         625  135 
Squibb                                    600           746         294  192 
A  E  Staley  Mfg                         421           536         597  183 

Ruddick                                  499             53         274  204 
Ryan  Homes                          681           813         289  140 
Ryder  System                         195            54         106  168 
Safeco                                     382           186         286  80 
Safeway  Stores                         585           709         676  204 

Stanadyne                               405           555         726  130 
Std  Comml  Tobacco                 151           206         104  202 
Standard  Oil  Calif                     276           316         479  89 
Standard  Oil  Indiana                 255           351         465  89 
Standard  Oil  Ohio                     10            19         318  89 

Saga                                       551           564          113  208 
St  Paul  Cos                              325           311         323  80 
St  Regis  Paper                          697           749         889  108 
Simhn'x  Rest  inrants                     985             940           974  208 
San  Diego  Gas  &  Elec                708           803         740  103 

Stanley  Works                          485           411          276  181 
Stauffer  Chemical                     410           604         491  117 
Sterling  Drug                           418           617         468  192 
I  P  Stevens                              925           894         460  194 
Stewart  &  Stevenson                 340           387         512  130 

Santa  Fe  Industries                    769           467         447            1 78 
Savannah  Foods                       168           177         188  183 
Savin                                       84            24         958  126 
Srhcrinp-Plniich                             236             586           645  199 

TtliCl  lilt,    I   lUU^II                                                         i—  J\t                          JOU                                                             1  7L 

Schlumberger                           21            38         354  100 

Stewart-Warner                        774           796         626  130 
Stokely-Van  Camp                    854           629         261  185 
Stone  Container                       458           616           97  200 
Stop  &  Shop  Cos                      484           479           71  204 
Storage  Technology                   46            25          47  123 

SCM                                       769           543         430  108,117,137 
SCOA  Industries                        45             61           16      194,  206 
Scot  Lad  Foods                        850             "         850  202 
Scott  &  Fetzer                          341           581         602  220 
Scott  Paper                              720           476         532      108,  181 

Strawbridge  &  Clothier              808           589         539  206 
Subaru  of  America                       4              9             3            1 70 
Suburban  Propane  Gas               410           425         365  89 
Sun  Chemical                          233             64         376  117 
Sun  Company                          285           401          543  89 

Scovill                                    755           319         831      137,  181 
Seaboard                                 315             84         253  183 
Seafirst                                 657          637         916  73 

Seapram                                          506             133           129  188 

GDSearle                             223          340         101  192 

Sundstrand                              153           182         260      130,  175 
Super  Food  Services                  693           696         406  202 
Super  Valu  Stores                      59           112         110  202 
Superior  Oil                             401             59          150  89 
Supermarkets  General               166             94           64  204 

Sears,  Roebuck                         819           788         723  71,206 
Seaway  Food  Town                   369           287         187  204 
Seruritv  Pai-ifir                             386             7  38            \H('i                7  3 
SEDCO                                   129           180         258  100 
Service  Merchandise                 114           152         266  208 

Swift  Independent                       "*             "            "  183 
Sybron                                  828          821         768     190,  220 
Sysco                                      265           168           17  202 
Talley  Industries                      970           940         942  181 
Tandy                                        7             26             9     208,  210 

Servicemaster  Inds                      18             89           65  190 
Shaklee                                    58           173         667  190 
Shawmut                                787           210         147  73 
Shell  Oil                                 285           291         288  89 

TECO  Energy                           534           606         752  103 
Tecumseh  Products                  344          493         634  130 
Tektronix                                290           148         586  121 
Teledyne                                29            31           46       80,  220 

Shelter  Globe                           887           906         444  144 
Sherwin-Williams                     873           682         128  137 
Shopwell                               883             "          49  204 
Sigmor                                    430           637         183  89 

Tenneco                                  397           639         735         89,  94 
Tesoro  Petroleum                       50           140         285  89 
Texaco                                   449           520         717  89 
Texas  Air                                981           971          487  172 

Profitability:  Vyear  return  on  equity    Growth:  5-vear  compounded  annual  earnings  per  share  growth 
Stock  market:  5-year  price  change.    "Not  ranked 
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^PT  shows  how  your  word  processo 

of  today  can  be  the  first  step  to 
your  automated  office  of  tomorrow 


CPT  introduces  the  OFFICE  DIALOG  LINK™ 


T  Tord  processing  has  taken  the 
I  A/  business  world  by  storm. 
f  V  Offices  large  and  small  are  dis 
vering  this  great  step  forward  over 
dinary  typing. 

Unfortunately,  that's  where  most 
:ople  stop. 

They've  accepted  their  new  word 
ocessors  as  "fancy  typewriters'.'  They 
>n't  realize  they're  on  the  threshold 
an  even  bigger  idea— called  office 
itomation. 

CPT  has  long  recognized  this  poten 
1  in  the  office.  That's  why  all  CPT 
3rd  processors  are  designed  to  let 
u  add  new  powers— a  step  at  a  time 
You  may  wish  to  start  with  CPT's 
try-level  word  processor  and  expand 
>ur  system  later.  With  CPT,  your  in 
stment  is  always  protected,  because 
u  can  upgrade  to  the  more  powerful 
3T  word  processors  in  just  minutes 
\ht  in  your  office 


There  isn't  a  depart- 
lent  that  hasn't 
enefited  from  our 
'PT  system.  You 
light  say  office  auto- 
\ation  arrived 
vernight'.' 


"Now  CPT  word  processors  can  "talk"  to  different  office  devices,  including  mini  and  main 
frame  computers,  other  word  processors,  phototypesetters  and  OCR's. 


Specialists  in  your  different  depart- 
ments will  soon  discover  the  computer 
power  inherent  in  an  advanced  word 
processor.  CPT  software  will  let  them 
do  complex  math,  sort  files  and  make 
up  new  lists,  as  their  original  docu- 
ments are  being  prepared. 

Electronic  storage  is  another  CPT 
breakthrough. 

For  individual  workstations,  CPT 
has  just  announced  the  Disk  Unit 
series,  which  can  store  up  to  2,600 
pages  of  additional  information  each. 
For  larger  systems,  the  CPT  Word- 
,000  pages. 


Perhaps  the  most  remarkable  step 
to  the  automated  office  of  tomorrow 
is  CPT's  newly  developed  Office  Dia- 
log Link™ 

Unlike  the  present  "office  networks'' 
offered  by  other  companies,  the  Of- 
fice Dialog  Link  lets  your  CPT  word 
processors  "talk"  to  other  brands  of 
equipment. 

Up  to  984  office  machines  can  be 
joined  by  the  Office  Dialog  Link  at 
one  time. 

So  what  starts  out  to  be  a  better  way 
to  type  —  is  in  reality  a  better  way  to  do 
business.  And  that's  what  "office  auto- 
mation'' really  means. 


FS-34 


Mail  to:  CPT  Information  Service 
P.O.  Box  3900 
Peoria,  Illinois  61614 

I  Or  call  1-800-447-4700 

(In  Alaska. 907-277- 3527) 
H  (In  Hawaii,  808-488-7781) 

B  □  Please  send  me  your  free  booklet:  CPT  Shows 
B  You  How  To  Get  Into  Word  Processing— A  Step  At 
A  T-me 

H  □  I'd  like  a  CPT  sales  representative  to  call  me 


State. 


.Zip_ 


CPT  takes  the  mystery  out  of  word  processing. 


ificauons  subject  to  change  without  notice  at  the  discretion  of  CPT. 


1967:  We  led  the  microwave  cooking  revolution.  Today :W< 


Gran 'daddy  of  'em  all  on  the  left;  contemporaries  on 
the  right. 

Microwave  cooking  has  become  a  $1.5  billion 
business.  And  it  all  started  more  than  35  years  ago 
when  Raytheon  invented  this  revolutionary  way  to 
cook.  Then,  in  1967,  Amana,  a  Raytheon  company, 
introduced  the  first  1 15- volt  countertop  microwave 
oven  for  the  home. 

Enthusiasm  for  microwave  speed  and  efficiency 
caught  on  and  has  never  waned.  Today,  a  formidable 


variety  of  microwave  cooking  appliances  from 
Raytheon  will  handle  just  about  any  cooking  nee< 

There's  a  broad  selection  of  countertop  moc  1 
including  one  that  combines  microwave  speed  an  j 
convection  browning.  There  are  double  oven  coo 
centers  and  wall  ovens.  Combination  microwave/ 1 
electric  and  microwave/gas  ranges.  Space-saving 
over-the-range  ovens. 

This  array  of  microwave  products  is  markett 
by  some  of  the  best-known  names  in  the  applianc 


iing  its  evolution. 


stry:  Amana,  Caloric,  Modern  Maid — all 
heon  companies. 

In  addition,  there's  a  selection  of  special 
owave  cook  ware,  called  Micro  21,  developed  by 
heon  for  brewing,  baking,  steaming,  grilling — 
popping  corn. 

Collectively,  they  make  Raytheon  a  leader  in 
owave  cooking — an  important  part  of  our  major 
ance  business  that  includes  refrigerators, 
ers,  gas  and  electric  ranges,  laundry  equipment, 


and  home  heating  and  air  conditioning. 

Raytheon ...  a  five  and  a  half  billion  dollar  company 
in  electronics,  aviation,  appliances,  energy,  construc- 
tion, and  publishing.  For  our  latest  financial  reports, 
please  write  Raytheon  Company,  Public  Relations, 
141  Spring  Street,  Lexington,  MA  02173. 


Where  to  find  the  comoanv 

Rank 

Rank 

Industry 
jioik  survey 

Company                          Profitability    Growth   market  page 

Industry 
Stock  survey 
Company        .                  Profitability    Growth   market  page 

Texas  American  Bshs                472           402         297  73 
Texas  Commerce  Bshs              210           193         277  73 
Texas  Eastern                          284           386         656  94 
Texas  Gas  Transmn                 293          job         b4o  y4 
Texas  Instruments                   402          464         395  121 

USF&G                                   190           189         560  80 
USLIFE                                   461           528         619  80 
Utah  Power  &  Light                  742           789         739  103 
Valero  Energy                          181              "         347  94 
Valley  National                       360          245         393  73 

Texas  Oil  &  Gas                       28            51           50  89 
Texas  Utilities                        506          614         755  103 
Textron                                646          738         808  175,220 
Inrittimart                              olo             iz         lov  zw 
Thrifty  Corp                           491           287         269  208 

Varian  Associates                    886          691         136  121 
VF                                         148           241           48  194 
Va  Electric  &  Power                  818           831          815  103 
Vulcan  Materials                     172          307         216  117,137 
Wachovia                                547           488         275  73 

Tidewater                              159          396         492  100 
Tiger  International                   916          908         956  128,172 
Timelnc                                 504           441         229  218 
Times  Mirror                           zzu           zb/          lvv  zts 
Timken                                  670           646         790  130 

Wal-Mart  Stores                         34             36           15  206 
Waldbaum                             486          323         115  204 
Walgreen                                 246           114           35  208 
Wang  Laboratories                      26             17             4  123 
Warnaco                                 337             "           51  194 

Todd  Shipyards                         16             "*          43  175 
Toledo  Edison                          731           842         900  103 
Torchmark                            649          549         610  80 

T,»»-«                                                                  OA  1                   OA/1                ~7A  1                    1  fl  1 
1  orO                                                       VU4               VU4             /4j                 1  o  1 

Tosco                                        5             14         222  89 

Warner  Communications             46             40           33  210 
Warner-Lambert                      737          856         729  192 
Washington  Gas  Light               835           729         746  94 
Washington  National                718          543         622  80 
Washington  Post                       102           159         105  218 

Toys  "R"  Us                              53             46             7  208 
Trane                                   599          326         436  137 
Trans  World                           939          105         170  172 
I  ransam erica                           isO           zzo         481  /I 
Transco  Energy                       263          233         598  94 

Waste  Management                  107            47           18  130 
Del  E  Webb                             899           860         909      140,  210 
Weis  Markets                           202           280         109  204 
Welk  Farpn                                    492             190           n77  73 
Wendy's  International                 57             30         420  208 

Transwaylntl                          492           717         788  168 
Travelers                               429          249         415  80 
Trinity  Industries                      80          184         210  130 
1KW                                      z/J           4o*>         z/y      tzi,  zzu 
Turner  Construction                147          262         226  140 

West  Point-Pepperell                699           522         312  194 
Western  Air  Lines                    976          940         951  172 
Western  Co  No  Amer                  38             39         214  100 
Western  Union                            900            734           163  913 
Westinghouse  Electric              451           215         299     135,  220 

Tyco  Laboratories                     32            56         194  135,200 
Tyler                                      249           487         474  130 
Tyson  Foods                           330          259          45  183 

I  I  C    A  I-                                                                  111                           1                     1A                       l  71 

U  S  Air                                     Hz             zl            24  l/l 
UAL                                       942           921         583  172 

Westmoreland  Coal                  952          939         965  89 

Westvaco                                560           593         542  108 

Wetterau                                 665           798         629  202 

Wpvprhapiispr                                hi  5             778                       1  nfi  137 
cyciuacuaci                                oi  j             //o           j/u       iuo,  10/ 

Wheelabrator-Frye                    381           251          556  130 

UGI                                       631           546         812  94 
UMC  Industries                       784           829         949  130 
Union  Camp                          390          579         569  108 
Union  carbide                         ozo           / JU         3//      ll/,  zzu 
Union  Electric                        654          745         818  103 

Wheeling-Pitts  Steel                 933          870         419  112 
Whirlpool                                394           542         333  181 
White  Consolidated                 588          799         489  181 

Whittairpr                                         1  "i?                 13              9h       1 QO  970 

Wickes  Cos                             988           940         967  208 

Union  Oil  California                 233           334         271  89 
Union  Pacific                           538           260         338  89,178 
Uniroyal                                959          940         601  144 
United  brands                          yJU                        01/  185 
United  Energy  Resources            55            68         400  94 

WICOR                                  778           753         855  94 
Willamette  Inds                      670          809         500     108,  137 
Williams  Cos                           851           874         776  117 
Wiknn  FnnH«                                 9h1              971  183 

Winn-Dixie  Stores                   211           445         383  204 

United  Illuminating                 577          780         845  103 
United  Merch  &  Mfrs               971           971         351  194 
US  Bancorp                             363           363         664  73 

1   [nJnJ    C  «  1 » rw-                                                                            A"}  A                               1  1  Z                         111  107 

United  Mates  (jypsum               4J4           zlo         z4z  lo/ 
U  S  Home                               432           106           58  140 

Wisconsin  Elec  Power               622           613         775  103 
Wisconsin  Pwr  &  Lt                 547          624         696  103 
Wisconsin  Public  Svc                581           632         663  103 

Witrn  rhpmic!il                                    39fl                 ACO              cfll                   1  1  7 
WllLU  \_  llclIllCdl                                        J7ll                                         JUt                    L  1  f 

F  W  Woolworth                        935           922         540  206 

U  S  Industries                          934           897         535  220 
United  States  Shoe                   255          261         125  194 
United  States  Steel                   901           887         939  89,112 
united  iecnnoiogies                 jy4           4y4         4/3      l/o,  zzu 
United  Telecom                       346           586         665  213 

Worthington  Inds                       36             91         284  112 
WmWrigleyJr                        473          694         668  185 
Wyman-Gordon                        164           210         154  175 
Yprnv                                             3hc,             52h           8R9  196 

ACrtiA                                                                       )U1                    DZU                 OOZ  1ZU 

Yellow  Freight  System               750           871         922  168 

United  Virginia  Bshs                441           276         247  73 
Univar                                    385           449         286  202 
Universal  Foods                      399          560         587  185 
Universal  Leaf                          293           310         390  202 
Upjohn                                   186           309         599  192 

Zale                                       729           539         522  208 
Zapata                                  445          252         217  100 
Zayre                                   ■  714           170           12  206 
Zenith  Radio                          897          890         833  181 
Zurn  Industries                        299           149         437  130 

Profitability:  5  year  return  on  equity.    Growth:  5-year  compounded  annual  earnings-per-share  growth. 
Stock  market:  5  year  price  change    "Not  ranked. 
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Dur  2-Pound  Pak  makes  you 
look  good  For  less. 


They  say  the  price  Jonesy  pays 
for  success  is  oniy  $9.35" 


USPS  1982 


Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  flat  rate  that  lets  you  send 
up  to  2  pounds  delivered  overnight,  anywhere 
we  go,  for  only  $9.35.  It's  called  the  2-Pound 
Pak,  and  it'll  make  you  look  good  for  less. 

Here's  why: 
Economy:  It  costs  about  half  as  much  as  the 
$20.00  some  charge  to  send  2  pounds. 
Reliability:  We  now  deliver  over  70,000  over- 
night packages  and  letters  on  time,  every  day. 
Convenience:  In  major  cities  you'll  find  spe- 
cial Collection  Boxes.  Or  give  your  pack- 
age to  the  letter  carrier  who  comes  to  your 
building,  or  find  us  in  over  3,000  Post 
Offices  in  1 ,200  cities. 
Use  the  Express  Mail  2-Pound  Pak.for  all  your 
overnight  deliveries.  The  price  you  pay  for 
success  will  be  less. 


Express  Mail 
Next  Day  Service. 


Coal  miners,  Inez,  Kentucky 

The  marketplace  demands 
a  secure  future. 


Manufacturers  Hanover  protects. 


hile  America's  millions  of 
?rs  burrow  into  the  earth,  build 
d  the  sky  and  busy  themselves 
tween,  Manufacturers  Hanover  is 
rk,  too.  Forging  a  more  secure 
I  for  them. 

With  over  $18  billion  in  pension 
unds  under  management  from 
to  coast,  the  Trust  Division 
jnufacturers  Hanover  Trust 


Company*  has  made  many  tomorrows 
brighter  for  our  country's  work  force. 
For  example,  our  bond  results  over  the 
last  10  years  have  placed  us  in  the  top 
quarter  of  the  competition,  thereby  help 
ing  pension  money  make  money  in 
record  amounts. 

And  wherever  America  labors, 
Manufacturers  Hanover  reaches  out. 
Through  more  than  700  offices  in  32 

MANUFACTURERS  HANOVER 
The  financial  sourccWorldwide. 


states,  we  offer  a  gamut  of  financial 
services  and  products  that  range 
from  simple  loans  to  sophisticated 
cash  management  advice  for  the 
nation's  largest  corporate  giants. 

Innovative  financial  products. 
Strong  financial  people.  And  the  ability 
to  offer  both  any  place  in  the  world 
that  they  are  needed.  The  marketplace 
demands  it.  Consider  the  source. 


•Member  FDIC 


Productivity  sold  here. 


Create  time  to  be  more  creative.  Zip 
through  the  repetitive  at  electronic 
speed.  Explore  infinite  variables.  Put 
information  for  decision  making  at  your 
fingertips.  Organize.  Analyze.  Plan.  Pre- 
dict. Manage  more  efficiently  more 
profitably,  more  productively. 

Personal  computers  that  can  help 
you  are  here.  Now.  And  millions  of  man- 
agers and  professionals  just  like  you  are 
using  them  to  increase 
their  own  personal 
productivity 


ComputerLand 


You  don't  have  to  be  an  expert  to  take 
advantage  of  this  incredible  manage- 
ment tool.  At  ComputerLand,  you'll  find 
a  whole  staff  of  experts  to  show  you  the 
way.  You'll  also  find  the  widest  selection 
of  affordable,  easy-to-use  personal  com- 
puters available  anywhere.  Plus  all  the 
support,  software,  and  service  you  need 
to  make  the  most  of  them. 

If  you're  a  manager  in  the  market  for 
greater  productivity, 
go  shopping  today  at 
ComputerLand. 


We  know  small  computers. 
Let  us  introduce  you. 


Over  300  stores  worldwide.  For  locations  call  800-227-1617x118  (in  California  800-772-3545x118; 
in  Hawaii  or  Canada  call  415-930-0777  collect) 


Charge  cards  that  draw  against  the  equity  in 
your  home  are  just  one  of  a  flock  of  new 
offerings  in  the  financial  free-for-all. 


Financial 
services 


Watch  the  factors 


market  instruments  with  checking, 
backed  by  some  sort  of  federal  guaran- 
tee. Currently  being  introduced  by 
thrifts  across  the  country,  this  new 
capability  has  brought  on  a  wave  of 
acquisitions  of  S&-Ls  and  savings 
banks  by  brokerage  houses  and  other 
financial  service  companies.  And  it 
has  the  companies  busily  working  out 
"insured"  money  market  accounts 
and  other  new  products  to  compete 
with  the  thrifts'  new  accounts.  That 
in  turn  promises  yet  another  wave  of 
new  products  and  additional  business 
for  some  insurers. 

By  now,  the  revolution  in  financial 
services  has  attained  a  momentum  of 
its  own.  "While  Washington  ponders 
legislative  change,  the  old  restrictions 


By  Priscilla  S.  Meyer 
and  Laura  Rohmann 

F|  inancial  services  used  to  be  a 
well-defined  industry  made  up 
primarily  of  corporate  and  per- 
sonal finance  companies — the  little 
man's  lender  of  next-to-last  resort 
(the  last  being  your  friendly  neighbor- 
hood loan  shark).  Now  it's  a  free-for- 
all,  in  fact,  by  next  year  Forbes'  list  of 
financial  service  companies  could  be 
completely  changed.  The  new  leaders 
could  be  bank,  brokerage  or  insurance 
holding  companies,  or  even  concerns 
from  as  far  afield  as  Xerox. 

"The  industry  that  was  once  known 
as  banking,  the  industry  known  as 
insurance,  the  industry  known  as  bro- 
kerage— and  a  host  of  additional  busi- 
nesses— are  all  now  evolving  into  a 
new  industry  called  financial  ser- 
vices," says  James  Robinson  III,  chair- 
man and  CEO  of  American  Express 
Co.  Robinson  ought  to  know.  His 
company  now  combines  credit  cards 
and  traveler's  checks  with  a  major 
brokerage  house  (Shearson),  a  big  in- 
surer (Fireman's  Fund)  and  an  interna- 
tional banking  operation. 

Several  things  happened  to  trigger 
the  changes.  Behind  them  are  a  more 
sophisticated  consumer  and  comput- 
ers that  instantaneously  transfer 
funds  and  keep  accounts.  At  the  same 
t-ime — and  partly  as  a  result  of  the 
computer — the  federal  government 
has  been  loosening  laws  and  rules  that 
restricted  financial  institutions  from 
going  into  one  another's  business. 

Because  of  the  new  products  the 
computer  makes  possible,  Americans 
have  moved  their  savings  into  "sweep" 
accounts,  annuities  and  insurance 
(universal  life)  backed  by  interest-earn- 
ing money  market  funds;  to  similar 
funds  attached  to  Visa  and  other  cards 
that  permit  easy  access;  and  even  to 


loans  against  their  houses  that  can  be 
drawn  down  through  Visa  or  Master- 
Card. Beneficial,  an  old-line  financial 
service  company,  now  offers  second- 
mortgage  debit  accounts  that  permit 
free  checking  against  second  mort- 
gages and  says  it  already  has  50,000 
such  accounts  operating  in  29  states. 

One  of  the  most  popular  new  prod- 
ucts is  money  market  funds  connect- 
ed to  checking  accounts  and  Visa 
cards,  such  as  Merrill  Lynch's  CMA 
accounts.  Merrill  was  quickly  fol- 
lowed by  Shearson/Amencan  Ex- 
press, E.F.  Hutton,  banks  and  others, 
each  with  variations  on  the  theme. 

One  of  the  most  far-reaching  devel- 
opments may  be  a  regulatory  change 
that  allows  thrifts  to  offer  money 


Virtually  no  other  business 
swings  so  sharply  on  an  eco- 
nomic turnaround  as  factoring— 
the  business  of  buying  the  receiv- 
ables of  seasonal  merchandisers 
like  textile  manufacturers  and  toy- 
makers,  as  a  form  of  lending. 

In  past  recessions,  major  factor- 
ing companies  like  Mill  Factors 
have  collapsed  while  awaiting  the 
turn.  This  time,  though,  the  busi- 
ness seems  to  have  survived  with 
nothing  much  worse  than  poor 
earnings  and  lowered  ratings  from 
debt-rating  agencies. 

Take  Walter  E.  Heller  Interna- 
tional, the  largest  international 
factoring  company.  By  the  third 
quarter  of  1982  things  were  getting 
pretty  bad — finance  profits  were 
down  40.6%  from  the  year-earlier 
quarter.  But  Heller  still  had  earn- 
ings in  1982. 


What  made  the  difference?  Only 
the  few  strongest  factoring  compa- 
nies survived  the  recessions  of  the 
1970s  independently — and  those, 
like  Heller,  have  internationalized 
and  diversified. 

Beyond  Heller,  the  effects  of  fac- 
toring are  submerged  these  days  in 
subsidiaries  of  large  financial  ser- 
vice companies,  which  have  taken 
over  some  of  the  concerns  that  wa- 
vered in  the  late  Sixties  and  Seven- 
ties. The  biggest:  two  units  of 
RCA's  C.I.T.  Financial,  and  units 
of  First  National  Bank  of  Boston, 
Manufacturers  Hanover,  Irving 
Trust,  Barclays  American,  Repub- 
lic Factors,  Citizens  &.  Southern, 
Gulf  &  Western,  Bankers  Trust  and 
Chase  Manhattan.  An  economic 
turnaround  should  bring  a  big  shot 
of  adrenaline  to  them — and  to  their 
parents.— P.S.M.  and  L.R. 
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and  limitations  that  arc 
still  on  the  hooks  arc  be- 
ing rendered  less  and 
yfcj  less  important,"  ob- 
0  serves  Robinson, 
indeed,  even  the  barriers  between 
finance  companies  are  evaporating  to 
the  point  that  the  National  Consumer 
Finance  Association  gave  up  dividing 
finance  companies  by  category  late- 
last  year.  Traditionally,  it  had  separat- 
ed consumer  finance  companies,  pri- 
marily engaged  in  cash  loans  to  con- 
sumers, from  sales  finance  compa- 
nies, which  largely  bought  retail 
installment  sales  contracts  from  re- 
tailers and  dealers.  Now,  says  the 
NCFA,  "generalizations  of  this  type 
no  longer  apply."  Consumer  finance 
companies  now  often  purchase  in- 
stallment sales  contracts  through 
cash  loan  offices,  while  sales  finance 
companies  have  invaded  the  cash  loan 
business.  And  both  are  active  in  many 
forms  of  commercial  financing. 

Financial  service  institutions  that 
don't  have  sophisticated  computer 
equipment  in  place  are  scrambling  to 
do  so.  Take  independent  insurance 
agents,  the  local  property/casualty 
sellers  that  are  almost  an  American 
institution.  Many  such  agents — 
which  usually  represent  several  un- 
derwriters in  their  local  market — are 
in  trouble.  Not  only  do  they  face  large 
insurers  that  employ  their  own  sales- 


Atnerican  Express  cards 

Not  just  for  travel  anymore. 

men,  like  Sears'  Allstate,  already 
computerized  through  its  own  retail 
stores,  but  also  growing  mass  sellers 
of  property/casualty  insurance, 
through  brokers  like  Marsh  &  McLen- 
nan, to  corporations  and  through  pay- 
roll deductions;  sales  of  insurance 
through  securities  houses  and  life 
company  agents;  and  competitive 
agents  tbat  are  linked  by  computer  to 
major  insurance  companies. 

Travelers,  for  example,  is  already 
computer-linked  to  some  350  agents. 
And  Fireman's  Fund  has  budgeted 
$100  million  for  computers  for  its 
agents  and  has  bought,  for  S52.5  mil- 
lion, ARC  Automation  Group  Inc.,  a 
computer  system  marketing  company 
that  sells  automation  services  to 
agents  and  brokers. 

Meanwhile,  Transamerica — which 
has  interests  in  both  property/ca- 


sualty insurance  and  life  insurance — 
is  buying  Fred  S.  James  &  Co.,  a  big 
computer- linked  insurance  brokerage 
concern  with  interests  in  employee 
benefits  and  insurance  brokerage  out- 
lets around  the  country. 

While  the  free-for-all  rages  on  in  the 
U.S.,  the  seeds  are  being  planted  for 
expansion  abroad — despite  the  cur- 
rently strong  U.S.  dollar.  Marsh  & 
McLennan,  Alexander  &  Alexander 
and  other  large  insurance  brokers 
have  already  established  links  to  the 
London  insurance  market  through 
major  acquisitions.  Now  other  finan- 
cial service  companies  are  following. 

Sears,  for  example,  made  big  moves 
into  financial  services  when  it  ac- 
quired brokerage  house  Dean  Witter 
and  Coldwell,  Banker  &  Co.,  a  real 
estate  broker.  Now  it  is  quietly  ex- 
panding overseas  through  a  new  over- 
seas trading  company  headquartered 
in  Chicago,  whose  job  is  working  on 
"trading  strategies"  for  major  interna- 
tional markets.  The  company  is  help- 
ing foreign  retailers  build  and  manage 
stores  abroad,  for  which  Sears  is  sup- 
plying American  merchandise.  Last 
year  one  such  store  opened  in  Chile; 
two  more  will  be  opening  in  Ecuador 
this  year.  It's  a  natural  foothold  for 
Sears  credit,  insurance,  real  estate  and 
other  financial  services. 

No  question:  1983  promises  to  be  a 
year  of  confusion  and  opportunity.  ■ 


Financial  services 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  ca 

pital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yeai 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

Alexander  &  Alexander 

1 

U  6"„ 

20.7% 

0.0 

1 

37.4% 

22.7% 

9.1% 

3 

25.0% 

5 

17.9° 

Baldwin-United 

2 

30.3 

38.7 

1.1 

3 

18.6 

19.2 

3.1 

1 

55.2 

1 

25.4 

Marsh  &  McLennan  Cos 

3 

29.0 

21.0 

0.3 

2 

29.4 

18.4 

12.8 

4 

17.9 

8 

14.6 

American  Express 

4 

20.7 

20.3 

0.5 

4 

17.8 

16.3 

'7.1 

6 

17.8 

7 

16.4 

Transamerica 

5 

17.0 

11.4 

1.1 

6 

10.9 

8.1 

4.3 

10 

10.0 

4 

18.1 

Alleghany 

6 

16.3 

15.3 

0.2 

5 

1 3  8 

12.2 

4.3 

2 

42.6 

6 

16.9 

Avco 

7 

15.6 

6.2 

2.6 

11 

.6.8 

5.2 

2.5 

11 

9.7 

3 

18.3 

Walter  E  Heller  Intl 

8 

12.8 

18.8 

2.1 

10 

7.3 

9.1 

7.0 

5 

17.9 

9 

5.4 

RCA 

9 

12.4 

9.9 

0.9 

7 

9.9 

7.8 

2.8 

12 

9.0 

11 

3.2 

Household  !ntl 

10 

12.3 

8.9 

2.1 

12 

6.7 

5.6  ' 

1.8 

8 

14.6 

10 

4.4 

Control  Data 

11 

10.5 

9.4 

0.3 

8 

9.0 

S  i. 

?  5 

9 

14.2 

2 

23.6 

Sears,  Roebuck 

12 

9.8 

9.0 

0,6 

8.8 

7.6 

2.4 

13 

7.4 

12 

1.9 

Beneficial  Corp 

13 

5.2 

def 

3.4 

13 

5.2 

3.3 

def 

14 

7.1 

13 

-14.2 

Fedl  Natl  Mortgage 

14 

0.2 

def 

41.1 

14 

4.8 

4.5 

def 

'  7 

16.8 

14 

5  Vs 

Industry  medians 

14.2 

10.7 

1.0 

9.5 

8.4 

3.3 

15.7 

15.5 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

<>.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
clef:  deficit. 
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Third  World  countries  and  tottering  U.S. 
old-line  companies  notwithstanding,  the  old 
wisdom  still  seems  compelling.  Your 
friendly  banker  will  always  find  a  way  to  keep 
his  head  out  of  the  noose. 


Banks 


By  Eamonn  Fingleton 


DEPENDING  ON  HOW  COSMIC  the 
'view  of  the  observer,  1983 
could  be  everything  from  a 
tough  year  for  the  banks  to  the  col- 
lapse of  Western  civilization  as  we 
know  it.  Which  will  it  be? 

Take  a  look  at  the  tables  below. 
The  Penn  Square  disaster  may  have 


shattered  Wall  Street's  love  affair 
with  Sunbelt  banks,  but  they  remain 
the  star  performers  of  the  Forbes 
rankings.  Texas  banks  are  in  six  of 
the  first  ten  places  in  five-year  return 
on  equity.  League-leader  Allied  Banc- 
shares  of  Houston,  which  averaged  a 
27%  return  over  five  years,  excelled 
itself  with  a  sparkling  32%  in  the 
latest  year.  And  that  despite  writing 


up  its  loan  loss  reserve  to  a  record 
1.6%  of  total  loans.  Oil-oriented 
business,  which  makes  up  about 
30%  of  its  total  loan  portfolio,  has 
been  springing  some  Jeaks.  But  Al- 
lied's  down-home  understanding  of 
oil  and  oilmen  seems  to  have  saved 
it  from  the  worst  mistakes  made  by 
gullible  out-of-staters. 

So  far,  at  least.  As  Elvis  Mason, 
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ew  York  banks 

public  New  York 

1 

22.6% 

19.6",, 

0.6 

1 

14.9% 

14.4% 

5.3% 

1 

43.9% 

1 

19.3% 

hkers  Trust  NY 

2 

16.6 

18.0 

0.2 

3 

13.2 

15.2 

4.8 

9 

19.4 

2 

17.6 

'  Morgan 

3 

15.6 

15.5 

0.2 

2 

13.6 

14.5 

5.7 

5 

22.9 

5 

11.3 

ticorp 

4 

15.4 

16.7 

1.9 

9 

10.3 

9.6 

4.0 

4 

24.2 

8 

10.0 

zing  Bank 

5 

14.9 

12.9 

0.4 

5 

11.6 

10.8 

3.5 

8 

20.1 

4 

13.7 

anufacturers  Hanover 

6 

14.5 

14.1 

0.6 

6 

11.6 

11.5 

3.6 

3 

247 

9 

8.7 

lemical  New  York 

7 

14.1 

15.1 

0.3 

8 

10.7 

12.7 

4.1 

6 

20.6 

6 

1 1.0 

nk  of  New  York 

8 

14.0 

16.2 

0.2 

4 

12.6 

14.1 

4.7 

2 

27.0 

10 

8.3 

lase  Manhattan 

9 

13.9 

11.3 

0.5 

7 

10.8 

10.1 

3.2 

7 

20.6 

3 

13.7 

arine  Midland  Banks 

10 

8.9 

10.2 

0.5 

10 

7.5 

8.7 

3.4 

10 

16.6 

7 

10.1 

edians 

14.7 

15.3 

0.5 

11.6 

12.1 

4.1 

21.8 

11.2 

egional  banks 

lied  Bancshares 

1 

26.7% 

31.8% 

0.2 

1 

23.0% 

25.0% 

11.2% 

2 

39.2% 

1 

23.4% 

:xas  Commerce  Bshs 

2 

20.6 

22.0 

0.1 

2 

19.1 

20.0 

8.9 

3 

32.5 

3 

19.0 

ercantile  Texas 

3 

20.1 

19.6 

0.3 

5 

16.8 

20.7 

8.5 

1 

45.5 

9 

17.2 

terFirst 

4 

18.7 

18.3 

0.5 

6 

15.3 

15.6 

7.4 

6 

28.3 

17 

14.8 

rst  City  Bancorp 

5 

18.1 

16.9 

0.1 

3 

17.1 

16.6 

7.3 

4 

30.4 

13 

16.3 

alley  National 

6 

17.4 

12.4 

(ill 

4 

16.8 

12.5 

5.9 

25 

20.6 

8 

17.3 

S  Bancorp 

7 

17.4 

14.2 

0.5 

13 

13.4 

1 1 .2 

8.4 

39 

18.7 

21 

13.8 

ink  of  New  England 

8 

17.3 

16.5 

0.3 

18 

12.7 

13.2 

5.2 

7 

28.2 

12 

16.4 

;publicBank 

9 

16.9 

18.2 

0.3 

8 

14.6 

16.6 

7.3 

5 

29.2 

25 

12.6 

curity  Pacific 

10 

16.8 

15.5 

0.8 

10 

13.7 

11.2 

4.9 

16 

22.5 

5 

17.5 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
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chairman  of  Dallas- 
based  IntcrFirst,  another 
top-perforjning  oil  hank, 
Bi  points  out,  it  is  the 
— '  bankruptcy  that  hankers 
have  not  anticipated  that  scares  them 
the  most.  The  collapse  of  little  Penn 


Square  Bank  in  Oklahoma  City  last 
summer  gave  hankers  a  sharp  remind- 
er of  just  how  devastating  a  bolt  from 
the  blue  can  be.  In  the  oil  fever  that 
followed  the  1979  OPEC  price  hikes, 
Penn  Square  generated  $2  billion  of 
participation  loans  for  eager  out-of- 


state  bankers.  In  1 982's  oil  bust,  many 
of  the  borrowers  went  under,  taking 
Penn  Square  with  them  and  costing 
other  bankers  about  $500  million  in 
writeoffs.  For  Continental  Illinois 
alone,  the  resulting  June  quarter  loan 
loss  provision  was  $220  million. 


Banks 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5  year 

5-  ear 

12 

equity 

5-vear 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-vear 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

iveraj 

Fleet  Financial 

11 

16.5% 

18.0% 

1.1 

40 

10.97o 

10  6"., 

6  T  „ 

46 

Id  7% 

14 

1  5  X", 

First  Interstate  Bancp 

12 

16.3 

13.6 

0.4 

15 

13.2 

1  1.4 

5.0 

31 

19.5 

10 

16.6 

First  Security 

13 

16.2 

15.6 

0.6 

26 

1 1.7 

1 1.6 

8.5 

32 

19.4 

37 

9.4 

Mercantile  Bancorp 

14 

16.0 

16.6 

0.3 

20 

12.6 

13.7 

7.7 

27 

20.3 

29 

1 1.0 

United  Virginia  Bshs 

15 

15.9 

16.0 

0.4 

35 

11.2 

12.1 

7.6 

47 

14.9 

11 

16.4 

Barnett  Banks  Fla 

16 

15.8 

15.4 

0.4 

17 

12.9 

12.4 

6.9 

24 

20.9 

7 

17.5 

BankAmerica 

17 

15.7 

10.4 

0.4 

19 

12.6 

9.2 

2.8 

23 

21.0 

31 

10.5 

First  Union 

18 

15.4 

15.3 

0.3 

29 

1  1.6 

12.5 

5.6 

28 

19.7 

5 

17.5 

NCNB 

19 

15.4 

15.0 

0.3 

27 

1 1  6 

12.7 

6.4 

30 

19.5 

16 

15.1 

Texas  American  Bshs 

20 

15.3 

16.6 

0.3 

12 

13.5 

14.9 

7.7 

8 

27.3 

24 

12.9 

Southwest  Bancshares 

21 

15.3 

17.7 

0.2 

7 

14.7 

19.8 

8.3 

10 

26.5 

22 

13.3 

Pittsburgh  National 

22 

15.2 

15.7 

0.2 

9 

14.1 

13.7 

6.8 

13 

23.4 

26 

12  0 

Wells  Fargo 

23 

14.9 

13.7 

1.2 

31 

1 1.5 

9.7 

4.2 

20 

21.5 

23 

13.0 

Girard 

24 

14.4 

12.7 

0.4 

33 

1 1.3 

1 1.0 

6.3 

51 

12.4 

18 

14.7 

Rainier  Bancorp 

25 

14.4 

12.2 

0.2 

16 

13.1 

1 1.2 

5.5 

18 

21.8 

27 

1  1.7 

First  Natl  Boston 

26 

14.4 

14.6 

0.5 

41 

10.6 

11.7 

4.3 

13 

23.4 

19 

14.6 

Southeast  Banking 

27 

14.4 

12.8 

0.4 

38 

1 1.0 

10.3 

5.9 

26 

20.5 

20 

14.3 

First  Bank  System 

28 

14.3 

11.5 

0.4 

23 

12.0 

9.8 

4.9 

22 

21.3 

36 

9.9 

Northwest  Bancorp 

29 

14.3 

10.8 

0.5 

32 

1 1.3 

9.2 

4.8 

19 

21.6 

35 

10.0 

Continental  Illinois 

30 

14.2 

6.3 

0.5 

22 

12.2 

6.7 

1.7 

11 

25.7 

40 

8.6 

Wachovia 

31 

14  1 

13.6 

0.0 

11 

13.6 

13.2 

6.7 

42 

17.4 

30 

10.7 

First  Natl  State  Bcp 

32 

13.9 

16.2 

0.2 

25 

1 1.7 

14.0 

7.2 

40 

18.3 

33 

10.3 

Maryland  National 

33 

13.8 

13.6 

0.3  • 

30 

11.6 

12.0 

7.0 

36 

18.9 

34 

10.2 

National  City 

34 

13.6 

11.4 

0.3 

14 

13.4 

10. 1 

6.8 

17 

22.2 

48 

5.5 

Crocker  National 

35 

13.4 

5.1 

0.2 

44 

10.2 

5.6 

2.0 

21 

21.4 

32 

10.4 



Citizens  &  Sthrn  Ga 

36 

13.2 

15.7 

0.2 

21 

12.3 

14.3 

7.3 

52 

12  2 

2 

23.0 

Philadelphia  Natl 

37 

13.0 

15.2 

0.4 

45 

10.1 

12.0 

6.7 

49 

14.5 

38 

8.9 

Mellon  National 

38 

13.0 

H.J 

U.D 

36 

11.2 

11.5 

z  o 
o.y 

37 

18.9 

28 

1  1.4 

Centerre  Bancorp 

39 

12.8 

10.3 

0.3 

24 

11.9 

9.1 

4.5 

15 

22.5 

39 

8.7 

First  Wisconsin 

40 

12.6 

12.3 

0.3 

43 

10.3 

10.5 

4.8 

50 

13.1 

15 

15.7 

Seafirst 

41 

12.6 

del 

0.2 

28 

11.6 

del 

def 

12 

24.3 

44 

6  7 

California  First  Bank 

42 

12.1 

4.3 

Q.4 

49 

9.2 

4.8 

1.8 

9 

27.3 

42 

7.2 

Michigan  National 

43 

12  1 

0.3 

0.3 

46 

10.0 

1.6 

0.2 

41 

18.2 

49 

4  5 

Comerica 

44 

12.1 

9.9 

0.1 

34 

11.3 

9.7 

4.6 

29 

19.6 

45 

6.4 

NBD  Bancorp 

45 

12.0 

11.1 

0.2 

39 

11.0 

10.2 

5.4 

45 

17.0 

41 

7.6 

Northern  Trust 

46 

11.0 

10.8 

0.1 

47 

9.9 

10.3 

4.0 

34 

19.2 

47 

5.8 

AmeriTrust 

47 

11.0 

9.8 

0.0 

37 

11.0 

9.8 

8.8 

48 

14.5 

46 

6.2 

Manufacturers  National 

48 

10.5 

8.1 

0.2 

48 

9.4 

7.7 

3.3 

33 

19.3 

50 

2.8 

Shawmut 

49 

10.5 

12.8 

0.3 

42 

10.6 

14.6 

5.5 

43 

17.1 

4 

18.6 

First  Chicago 

50 

9.6 

10.3 

0.3 

51 

8.4 

9.2 

2.9 

38 

18.9 

51 

1.1 

Harris  Bankcorp 

51 

9.4 

10.2 

0.0 

50 

8.9 

10.3 

3  9 

35 

19.2 

53 

0.4 

BanCal  Tri-State 

52 

8.5 

4.2 

0.3 

53 

7.0 

4.0 

1.5 

53 

12.0 

43 

7.0 

BancOhio 

53 

8.3 

7.3 

0.1 

52 

8.0 

7.2 

3.4 

44 

17.0 

52 

1.1 

Fidelcor 

54 

6.6 

15.0 

0.4 

54 

6  5 

12.3 

63 

54 

8.2 

54 

-7.8 

First  Pennsylvania 

55 

def 

def 

3.1 

55 

def 

3.0 

def 

55 

6.9 

55 

P-D 

Medians 

14.3 

13.6 

0.3 

11.6 

11.2 

5.9 

19.7 

11.4 

Industry  medians 

14.4 

13.7 

03 

11.6 

11.4 

5.4 

20.5 

11.3 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
P-D:  profit  to  deficit.       def:  deficit. 
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The  Number  One  Name 
In  Dictation  Presents 
^The  "Dictaphone'Of 
W>rd  Processors. 

Hie  first  word  processor  that  "understands"  commands  put 
to  it  in  simple  English.  And  responds. 

Now,  instead  of  your  people  having  to 
"^0    learn  computer  mumbo  jumbo, 
they  can  get  right  to  work. 
Because  the  Dictaphone  System  6000 
word  processor  responds  to  plain  simple 
English  instructions.  We  call  it  Straight  Talk. 
You'll  call  it  fantastic. 

Its  Main  Purpose  in  Life  is 
Word  Processing. 

The  Dictaphone  System  6000 
excels  in  the  business  of  text 
editing,  formatting  and 
documentation.  (It's  also  a  records  processor  powerful 
enough  to  make  you  think  it's  a  data  processor,  but 
that's  gravy.) 

Not  only  does  it  let  you  change  words  and  sentences,  its 
exclusive  Footnoter  feature  "floats"  footnotes  over  to  their 
correct  page.  DictaSpell  checks  and  corrects  spelling. 
And  SideStep,  another  Dictaphone  exclusive,  lets 
your  more  experienced  people  skip  unnecessary 
steps.  The  work  never  went  so  fast. 

It's  Also  Part  of  the  Dictaphone  Integrated  Office  System. 

You  can  move  from  the  stand-alone  word  processor  to  a  hard 
disk  cluster  system,  or  even  tie  into  Dictaphone  Omninetf 
a  local  area  network  that  lets  you  communicate  and  share 
information  with  other  office  equipment  Even  the  leading 
brands  of  personal  computers. 

The  Final  Touch  is  the  Dictaphone  Personal  Touch  Training. 

Dictaphone  Marketing  Support  Representatives  give  you 
hands-on  instruction,  expert  installation  and  appli 
cation-oriented  follow-up.  We  even  do  a  90-Day 
Productivity  Audit  to  see  that  you're  getting  all  you 
can  out  of  your  System  6000. 

It's  all  part  of  what  has  made  the  Dictaphone 
name  first  in  the  office  for  so  many  years. 


r  


To  see  the  "Dictaphone"  of  word  processors,  complete 
this  coupon.  Or  call  toll-free: 

1-800-431-1052 

(Except  Hawaii  and  Alaska) 
hi  New  York  call  1-914-967-6067 


Dictaphone 

A  Pitney  Bowes  Company 


Name 
Title_ 


-Phone 


Company- 
Address   

City  


_State_ 


-Zip.. 


E)ictaphone.  Straight  Talk.  DictaSpell.  SideStep  and  Personal  Touch  are  trademarks  of  the  Dictaphone 
Corporation.  Rye.  N  Y.  Omni  net  Is  a  registered  trademark  of  Corvus  Systems.  Inc.  This  product  contains 
software,  portions  of  which  were  developed  under  license  from  Symantec.  «  1982.  Dictaphone  Corp. 


Mail  to:  Dictaphone  Corporation 

120  Old  Post  Road.  Rye,  New  York  10580 
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Even  so,  for  the  vast 
majority  of  banks,  which 
had  resisted  the  tempta- 
tions Pcnn  Square  suc- 
cumbed to,  things  so  far 
could  have  been  a  lot  worse.  Of  the 
conspicuous  walking  wounded  at  the 
beginning  of  1982,  only  Braniff  has 
fallen  by  the  wayside  as  1983  begins. 
International  Harvester,  burdened  by 
bank  debt  totaling  $4  billion,  is  still 
staggering  gamely  on.  On  the  interna- 
tional front,  such  big  borrowers  as 
Mexico  and  Poland  are  on  life-support 
machines — but  bankers  at  least  were 
professing  hope  about  the  outcome. 

The  result  is  that  analysts  have 
been  pruning  back  their  earlier  fore- 
casts of  loan  loss  provisions.  Accord- 
ing to  Jonathan  Gray,  banking  analyst 
at  Sanford  C.  Bernstein,  at  the  begin- 
ning of  the  year  the  industry  had 
seemed  as  if  it  were  headed  for  aver- 
age 1982  loan  loss  provisions  of  47 
cents  per  $100  of  assets.  But  Gray 
reckons,  based  on  a  sample  of  16  ma- 
jor banks,  that  the  outturn  for  the 
industry  will  be  more  like  42  cents. 
That  compares  with  a  record  49  cents 
for  the  industry  in  1975,  when  it  was 
inundated  by  a  wave  of  REIT  bank- 
ruptcies. The  bad  news  is  that  much 
of  the  loan  loss  impact  may  still  be 
ahead,  and  he  is  now  forecasting  aver- 


age provisions  of  50  cents  for  1983. 

The  industry's  total  accumulated 
loan  reserves  now  average  more  than 
1%  of  total  loans,  according  to  the 
Arthur  Young  accounting  firm.  Is  that 
enough;  "It  probably  is,  if  the  econo- 
my has  started  to  recover,"  says  Bud 
Ward,  chairman  of  Arthur  Young's 
banking  committee.  "But  if  the  reces- 
sion goes  on,  who  knows?" 

How  much  damage  could  Interna- 
tional Harvester  do  if  it  finally  keeps 
its  much-predicted  appointment  with 
the  grim  reaper?  Even  if  it  docs  $800 
million,  says  Jonathan  Gray,  "the 
point  is  that  the  banks  have  probably 
already  anticipated  much  of  that  in 
their  provisions." 

Of  course,  the  banks  like  to  think  of 
thejr  current  loan  Joss  worries  not  as 
some  potential  cataclysm  but  simply 
as  an  irritating  sideshow  that  deflects 
their  attention  from  the  real  issue — 
how  to  fend  off  the  challenge  from 
nonbank  entities  that  are  becoming 
banks  in  everything  but  name.  For 
years  the  banks  watched  helplessly  as 
money  market  fimds  and,  more  re- 
cently, financial  service  companies 
like  American  Express  and  Merrill 
Lynch — and  even  some  retailers  like 
Sears  and  Kroger — lured  away  their 
big  depositors. 

Now  the  banks  have  some  of  the 


The  runner  stumbles 


Fl  or  decades,  BankAmerica  has 
been  called  "the  world's  biggest 
bank."  But  is  it:  In  several  key 
measures,  its  longtime  rival,  Citi- 
corp, took  over  the  title  late  in 
1982.  Consider: 

•  In  total  assets,  Citicorp  now 
leads,  $128  billion  to  $120  billion. 

•  In  net  worth,  it's  Citicorp 
$5.35  billion,  BankAmerica  $4.58 
billion. 

•  In  1982  earnings,  it  was  Citi- 
corp $760  million,  BankAmerica 
$440  million,  according  to  Value 
Line  estimates. 

A  temporary  phenomenon?  May- 
be. But  with  interstate  banking 
coming,  BankAmerica's  natural  ad- 
vantage of  its  populous  California 
base  is  being  undermined.  BofA 
stumbled  last  year  when  its  vast 
real  estate  loan  portfolio  went  sour 
along  with  California's  housing 
boom.  To  try  to  support  its  sagging 
profits,  BankAmerica  retrenched 
on  marginal  overseas  business. 
This  cut  total  assets  slightly — by 
about  $1  billion — while  Citicorp's 


were  surging  ahead. 

Ironically,  some  of  Citi's  assets 
spurt  came  from  taking  over  trou- 
bled Fidelity  Savings  &.  Loan  of  San 
Francisco,  which  Citicorp  obvious- 
ly intends  to  use  for  an  assault  on 
BankAmerica's  retail  heartland  in 
California.  This  may  hold  risks  as 
well  as  benefits.  "They  may  have 
added  $3  billion  in  assets  but  they 
have  taken  on  a  lot  more  as  well," 
says  one  BankAmerica  executive. 

BankAmerica  is  still  $18  billion 
ahead  in  pure  banking-business  as- 
sets (disregarding  sundry  financial 
services  like  Citi's  traveler's 
checks  and  Diners  Club). 

How  much  does  being  the  big- 
gest matter?  Not  much,  say  Bank- 
America  officials,  predictably 
enough.  But  one  outside  observer, 
Arthur  Young's  banking  expert, 
Bud  Ward,  disagrees.  "You  bet  it 
matters,"  says  Ward.  "Bankers 
measure  themselves  by  total  assets 
and  compete  against  each  other  on 
that  score  at  both  the  state  and 
national  levels." — E.F. 


ammunition  to  defend  themselves — 
they  were  authorized  late  last  year  to 
launch  new  money  market  deposit 
funds,  which  allow  them  to  match  the 
high  interest  rates  their  nonbank 
competitors  can  pay.  How  effective 
will  it  be?  Already  some  analysts 
doubt  whether  the  new  funds  are  a 
panacea.  According  to  Lawrence 
Cohn,  banking  analyst  at  Dean  Witter 
Reynolds,  many  banks  run  the  risk  of 
"cannibalizing"  their  own  deposit 
base.  "The  California  banks  and  other 
regionals  are  going  to  find  a  lot  of 
their  customers  switching  from  low- 
interest  accounts  to  the  new  ac- 
counts," he  says.  "They'll  just  be  pay- 
ing more  interest  for  money  they  al- 
ready have." 

New  York  money  center  banks 
stand  to  gain  the  most,  Cohn  reckons. 
They  have  suffered  most  from  the  in- 
cursions of  the  money  market  funds 
and  are  already  paying  the  going  rate 
for  money.  So  their  strong  brand 
names  will  ensure  more  than  their 
fair  share  of  any  interest-sensitive 
money  switches  back  to  the  banks. 

Sanford  Bernstein's  Gray  is  betting 
on  what  he  regards  as  the  industry's 
Houdini-like  ability  to  get  itself  out  of 
every  jam.  "Everyone  thinks  the  in- 
dustry is  helplessly  buffeted  about  by 
events,  but  in  fact  it  has  a  lot  of  con- 
trol over  its  profitability,"  he  says.  "If 
the  cost  of  the  banks'  funds  goes  up 
further,  it  will  only  be  part  of  a  trend 
that  they  have  been  coping  with  very 
successfully  since  1978.  They  have 
lost  money  to  the  money  funds;  many 
of  their  checking  customers  have 
switched  to  NOW  accounts;  and  they 
have  had  to  introduce  money  market 
certificates.  In  that  time  they  have 
widened  the  margin  between  their 
prime  and  what  they  pay  on  money 
market  certificates  from  149  basis 
points  to  506." 

He  sees  a  similar  pattern  in  the  in- 
dustry's response  to  loan  losses.  "To 
the  extent  that  Continental  Illinois 
or  Chase  gets  hit  by  a  Penn  Square, 
Citi  and  Morgan  will  benefit,"  he 
says.  "Penn  Square  will  influence 
banks'  perception  of  risk,  and  the 
next  time  a  wildcat  driller  goes  to 
roll  over  its  debt,  it  will  not  be  bor- 
rowing at  prime.  Loan  losses  are  like 
any -other  cost  of  doing  business.  To 
focus  on  them  alone  is  like  focusing 
on  an  insurance  company's  claims 
without  looking  at  what  premiums 
it  is  charging." 

Put  it  another  way:  Never  bet  total- 
ly against  your  friendly  banker.  No 
matter  how  much  both  of  you  arc- 
hurting,  he  has  a  way  of  coming  out  at 
least  even.  ■ 
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Not  everyone  is  going  to  make  it  to  the  banquet 
table.  Bui  those  S&Ls  and  sat  ings  banks  that  arc 
far-seeing  or  fortunate  enough  to  get  there  will 
savor  the  feast  all  the  more. 


The  thrifts 


By  Eamonn  Fingleton 


W'hat  a  difference  a  year  can 
make.  The  thrifts,  orphans  a 
year  ago,  have  made  quite  a 
splash  on  Wall  Street  lately.  For 
many,  prices  have  doubled  since  the 
gridlock  of  high  interest  rates  broke  in 
the  summer,  and  a  few  wonder  stocks, 
like  H.F.  Ahmanson  and  First  Charter 
Financial,  trebled  in  little  more  than 
three  months. 

It's  a  long  way  from  last  January, 
when  savings  and  loans  were  paying 
\2Vi%  and  more  for  deposit  money  to 
prop  up  mortgage  loan  portfolios 
yielding  as  little  as  9%  or  10%.  Back 
then,  thrifts  were  disappearing  at  the 
rate  of  one  a  day,  mamly  through 
takeovers  on  humiliating  terms.  As 
late  as  June,  about  1,000  of  the  4,000 
S&Ts  were  grimly  calculating  that 
without  an  improvement  in  interest 
rates  they  would  go  under  by  the  end 
of  1983. 


But  the  story  of  the  turnaround  is 
much  more  than  just  a  cyclical  dip  in 
interest  rates.  The  regulators  and  the 
politicians  were  so  badly  scared  by  the 
big  1981  spike  in  interest  rates  that 
seemed  close  to  wiping  out  the  indus- 
try that  they  have  been  dismantling 
restrictions  wholesale.  "The  politi- 
cians at  last  seem  to  be  waking  up  to 
the  fact  that  the  people's  right  to  own 
their  own  homes  is  a  pillar  of  Western 
democracy,"  says  Mark  Taper,  chair- 
man of  First  Charter  Financial's 
American  Savings  Federal. 

A  little  dramatic,  perhaps,  but  not 
overstated.  The  SikLs  have,  for  in- 
stance, gradually  been  winning  great- 
er freedom  to  charge  market  rates  for 
mortgages.  The  rules  were  relaxed 
first  in  California,  and  since  the  mid- 
Seventies,  lenders  there  have  been 
taking  increasing  advantage.  But  for 
tlie  industry  elsewhere  it  was  only  in 
1981  that  flexible-rate  mortgages  be- 
came a  possibility.  Now  nearly  half  of 


all  mortgages  at  some  California  asso 
ciations  are  on  an  adjustable-rate  ba 
sis.  But  the  rest  of  the  industry's  aver 
age  is  still  low. 

The  industry  also  has  new  power: 
to  solicit  funds  across  state  borders— 
the  result  of  a  little-publicized  FHLB1 
regulation  permitting  thrifts  to  sup 
plernent  deposits  with  such  nationa 
iundraising  efforts  as  brokered  certifi 
cates  of  deposit.  According  to  Ken 
neth  Rilandcr,  senior  vice  president  a 
Blyth  Eastman  Paine  Webber,  the 
move  is  the  biggest  thing  to  happen  tt 
the  liabilities  side  of  thrifts'  balance 
sheets  since  the  1930s,  when  saving: 
accounts  became  federally  insured 
"Now  they  are  no  longer  imprisonei 
by  territorial  rules  on  deposit-taking, ' 
he  says.  "They  can  not  only  operate  a 
a  national  level  but  also  raise  mone% 
at  the  same  effective  cost  of  big  indus 
trial  companies." 

Rilandcr  reckons  the  thrifts  raiset 
more  than  S3  billion  this  way  in  th( 


The  thrifts 

Yardsticks  of  management  performance 
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18.4 

1 

-12.3 

H  F  Ahmanson 

3 

3  7 
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0.4 

4 

3  2 
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3 

18.6 

3 

-16.7 

First  Charter  Finl 

4 

3  3 
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0.8 

3 

4  6 
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5 

16.6 

4 

-19.5 

Gibraltar  Financial 

5 

def 
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0.3 

5 
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def 

del 

2 

22.6 

5 

P-D 

Imperial  Corp  of  Am 

def 

0.8 

def 

def 

Industry  medians 

3.7 

def 

0.5 

4.6 

def 

def 

18.6 

-167 

All-industry  medians 

15.9 

12.7% 

0.4 

11.0 

9.3% 

3.4% 

13.3 

12.3 

Note:  F.xplanation  of  Yardsticks  calculations  on  page  50. 

P-D:  profit  lo  deficit    def:  deficit.    "Not  available;  not  ranked 
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first  six  months  after  the  rules  were 
relaxed,  and  could  perhaps  raise  over 
$10  billion  this  year.  Among  the  big- 
gest beneficiaries  so  far  are  Home  Fed- 
eral of  San  Diego,  Texas  Federal,  Flor- 
ida Federal  and  Far  West  Savings.  In 
October,  Far  West,  for  instance,  raised 
$75  million  on  certificates  yielding 
about  12.4%  on  those  maturingin  1988 
and  12.5%  for  those  due  in  1994 — less 
than  half  a  point  more  than  the  yield  on 
comparable  Treasury  bonds. 

Another  victory  for  the  thrifts  has 
been  the  right  to  diversify  lending 


"Any  conglomerate  that 
wants  a  back-door  way  into 
banking  should  take  a  close 
look  at  the  thrifts.  They  can 
now  offer  personal  custom- 
ers a  very  attractive  deal — 
perhaps  free  checking  or  a 
free  Visa  card.  In  any  fair 
fight  for  deposits  they  can 
hold  their  own." 


outside  of  residential  real  estate:  In 
the  next  few  years  they  will  be  able  to 

I  extend  up  to  10%  of  total  lending  in 
the  commercial  area  and  30%  in  con- 
sumer credit. 

In  fact,  the  rules  have  undergone 
such  a  sea  change  that,  according  to 

I  Jonathan  Gray,  an  analyst  at  Sanford 
C.  Bernstein,  the  thrifts  are  now  com- 
mercial banks  in  all  but  name.  "Any 
conglomerate  that  wants  a  back-door 
way  into  banking  should  look  closely 
at  the  thrifts,"  he  says.  Rilander  is 
even  more  sanguine.  "We  are  seeing 
the  rebirth  of  the  thrift  industry,"  he 
says.  "They  can  now  offer  personal 

1  customers  a  very  attractive  deal — 

•  sometimes  free  checking,  perhaps  a 
free  Visa  card,  your  salary  automati- 
cally paid  into  your  account  and  a 
loan  to  buy  your  next  car.  So  in  any 
fair  fight  for  deposits,  thrifts  can  now 
hold  their  own." 

He  reckons  that  new  mortgage 
lending  should  be  highly  profitable, 
with  the  thrifts  currently  making  a 
margin  of  three  points  and  more  be- 

j  tween  the  adjustable  mortgage  rate 
and  their  cost  of  funds.  Rilander  says: 
"With  adjustable  rates,  real  estate 
lending  is  a  good  business — one 
where  the  thrifts  have  a  wealth  of 
experience  that  gives  them  an  edge 
over  commercial  banks." 

Not  everybody  will  be  around  to 
share  in  the  good  times,  of  course. 

i  Since  1980,  a  total  of  678  thrifts  have 
been  swallowed  in  mergers.  But  for 
the  survivors,  1983  could  be  a  very 
good  year  indeed.  ■ 


4  I' 


When  it's  just  out  of  reach . . .  stretch! 

Many  insurance  brokers  offer  adequate  solutions  to  risk  man- 
agement problems.  But  providing  a  commonplace  solution  isn't 
the  end  in  itself.  The  best  answers  take  perseverance  and  a  willing- 
ness to  stick  your  neck  out. 

At  BMF  we're  committed  to  excellence,  we  look  beyond  the 
apparent  solution — we  stretch.  We  exceed  the  commonplace  by 
extending  every  aspect  of  our  professional  expertise,  and  achieve 
superior  risk  protection  for  our  clients. 

Excellence  in  Insurance  Brokerage 


BMF 


Bayly,  Mar-tin  6-  Fay  /  International 

Corporate  Headquarters: 
660  Newport  Center  Drive  /  Newport  Beach,  CA  92660  /  Telex:  692-306 

(714)  644-7940 


Tick,Tick,Tick. 

Imagine  living  with  a  potential  time  bomb  inside  you.  That's  exactly  what 
it's  like  for  the  thousands  of  sons  and  daughters  of  Huntington's  Disease  victims 

They  wait.  Hoping  that  the  50/50  odds  of  inheriting  this  terrifying,  fatal 
illness  fall  in  their  favor.  With  no  possible  way  of  knowing  if  and  when  it  will  strike 

Until  the  bomb  goes  off 
Give  generously  to  the  National  Huntington's  Disease  Association. 

Help  make  this  generation  its  last 

hD  National  Huntington's  Disease  Association  128A  East  74  Street,  N  Y,  N  Y  10021 
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For  much  of  the  insurance  industry,  1983  will 
probably  be  even  worse  than  1982.  Then  why 
have  insurance  stocks  been  rising? 


Insurance 


By  John  R.  Dorfman 

I Property  and  casualty  insur- 
^ers  aren't  skating  on  thin  ice 
anymore;  they  are  skating  on 
cracking  ice.  For  the  past  four  years, 
they  have  been  engaged  in  one  of  their 
periodic  price  wars.  Last  year  the  aver- 
age company  paid  out  about  81  cents 
in  claims  for  each  $1  of  premiums. 
Add  about  27  cents  for  company  ex- 
penses and  a  penny  or  two  for  policy- 
holder dividends,  and  outgo  exceeded 
premium  income,  $1.10  to  $1. 

What  has  kept  the  ice  from  break- 
ing, of  course,  is  investment  in- 
come— bigger  and  bigger  doses  of  it 
each  year.  That  has  been  enough  for 
the  industry  to  stay  in  the  black — but 
less  so  recently.  In  1978  the  industry's 
pretax  net  exceeded  $8  billion;  in 
1983  it  could  fall  below  $1  billion. 
Analyst  Denis  Callaghan  of  Dean 
Witter  Reynolds  Inc.,  for  example,  ex- 
pects that  $1.10-to-$l  figure,  which 
insurers  call  the  combined  ratio,  to 
reach  $1.13  to  $1,  an  alltime  record. 

But  no  longer  can  insurers  count  on 
rising  interest  rates  to  bail  them  out. 
With  rates  falling,  income  will  fall 
substantially  this  year  at  some  com- 
panies. Hardest  hit  will  be  smaller, 
newer  firms:  High  rates  were  mother  's 
milk  to  them.  At  older  firms  with 
mature  portfolios,  investment  income 
will  continue  to  inch  up,  as  old  low- 
yield  bonds  are  replaced  with  higher- 
yielding  ones.  But  industrywide,  prof- 
its will  be  down,  as  underwriting 
losses  all  but  eat  up  investment  re- 
turns. And  a  major  natural  disaster 
could  throw  the  industry  into  the  red. 

So  why  have  insurance  stocks  been 
rising?  Simple.  Every  downtick  in  in- 
terest rates  adds  billions  of  dollars  to 
the  value  of  insurers'  bond  portfolios. 
That  improvement  in  financial  health 
won't  show  up  on  companies'  bottom 


lines.  Nor,  because  of  accounting 
quirks,  will  it  be  fully  reflected  on 
balance  sheets.  No  matter.  When  a 
company's  real  assets  are  growing, 
that  company  is  getting  stronger — 
and  Wall  Street  knows  it,  even  while 
the  industry  goes  through  the  keyhole 
this  year. 

In  fact,  most  observers  think  rates 
should  begin  to  firm  in  1983.  The  first 
hints  are  in  personal  lines.  State  Farm 
and  Allstate,  which  between  them 
control  about  a  quarter  of  the  auto 
insurance  market,  have  already  hiked 


Winter  storm  in  Chicago 

Disasters  could  be  the  difference. 


prices  a  little.  Another  harbinger:  In 
the  reinsurance  market,  buyers  are 
getting  more  concerned  with  reinsur- 
ers' financial  strength,  less  concerned 
with  price.  On  commercial  lines,  es- 
pecially commercial  multiperil,  how- 
ever, price  wars  are  continuing  una- 
bated. Meanwhile,  workers-compen- 
sation revenues  are  hurting  because  of 
high  unemployment. 

On  the  life  and  health  side  of  the 
insurance  business,  things  are  better 
than  on  the  property  and  casualty 
side.  Last  year  saw  profit  declines  at 
many  companies,  but  they  were  rela- 
tively moderate,  and  in  1983  a  modest 
rebound  seems  in  store. 

But  life  insurance  has  some  long- 
term  problems.  It  has  looked  increas- 
ingly unattractive  to  consumers  in 


recent  years.  Many  buyers  have 
switched  to  term  insurance  (deatl' 
protection  only)  and  do  their  invest 
ing  elsewhere.  For  similar  reasons — 
high  interest  rates — policyholders 
have  been  borrowing  on  their  polic> 
cash  values  to  reinvest  elsewhere.  Tc 
fork  over  the  cash,  companies  have 
had  to  sell  bonds  at  a  loss.  That  can  be 
dangerous:  Some  analysts  have  buib 
doomsday  scenarios  on  a  continu- 
ation of  the  trend. 

Interest  rates  have  fallen  in  time  tc 
avert  doom,  and  insurers  are  now  pro- 
tecting themselves  by  putting  vari- 
able-rate loan  clauses  in  their  con- 
tracts. The  overall  decline  in  interest 
rates  may  also  make  whole  life  morei 
attractive.  And  the  industry  is  grab- 
bing some  of  its  lost  dollars  back 
through  new  investment-oriented 
products  like  universal  life.  Thesc| 
will  help,  but  the  odds  arc  life  insur- 
ance will  never  get  back  to  the  good 
old  days.  Overall,  says  Callaghan, 
"The  life  insurance  industry's  share 
of  the  disposable  dollar  has  now  been 
falling  for  close  to  20  years  and  will 
probably  continue  to  decline." 

In  fact,  the  major  growth  lately  in 
the  life/health  area  has  been  in  group 
health  insurance,  an  efficient  system 
compared  with  individual  coverage, 
and  structured  so  that  insurers 
needn't  wait  overly  long  to  recover 
the  expenses  of  rising  health  care 
costs.  Profits  from  group  health,  fig- 
ures A.  Michael  Frinquclh  of  Salomon 
Brothers,  will  lead  the  life/health  seg- 
ment to  its  modest  recovery. 

What  about  pensions  and  annu- 
ities? The  recent  vogue  for  single-pre- 
mium deferred  annuities  is  another 
fad  that's  fading  with  high  interest 
rates.  Life  insurers  have  been  manag- 
ing a  lot  of  pension  money,  but  they 
will  lose  some  if  the  stock  market 
continues  to  be  strong.  "Insurers," 
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Think  about  what  the  world  needs  now. 


Think  about  coal. 

And  think  about  the  fact  that 
JOY  is  the  number  one  producer 
and  servicer  of  underground 
coal  mining  equipment  — includ- 
ing conventional,  continuous  and 
longwall  mining  systems— in  a 
world  where  high  oil  costs  and 
new  coal  export  markets  could 
increase  U.S.  production  more 
than  30%  in  the  next  5  years. 


sors  of  all  types  and  other  air 
machinery  in  a  world  where  the 
cost  of  delivering  power  is  as 
critical  as  the  power  itself. 


Think  about  key 
minerals. 

Like  chromium,  cobalt  and  man- 
ganese, and  JOY's  firm  foothold 
in  hard  rock  drilling,  ore  extrac- 
tion and  various  processing 
industries  that  are  vital  to  supply 
ing  the  future  demand  for  these 
strategic  minerals. 


And  how  JOY's  petroleum  equip- 
ment sales  rose  45%- to  $192 
million  dollars— in  fiscal  1981. 

Think  about  air 
power — the  4th 
Utility. 

And  think  of  JOY's  leadership  in 
supplyingand  servicing compres- 


For  more  information  about 
JOY  and  all  we  do,  write  Joy 
Manufacturing  Co.,  Oliver 
Building,  Pittsburgh,  PA  15222. 
Or  call  J.  Strauss,  Investor 
Relations,  at  (412)  562-4518. 


The  world  needs  what  we  do.  Right  now. 


JOY 

MANUFACTURING 
COMPANY 

Pittsburgh,  Pa.  And  around  the  world. 


MINING  SYSTEMS       OIL  AND  GAS       ORE  PROCESSING 


AIR  POLLUTION       AIR  MACHINERY  GENERAL 
CONTROL  INDUSTRIAL 


A  larger  question  may  be  when  the  Probably  not.   Says  CIGNA  Corp. 

next  kamikaze  price  war  will  start,  Chairman  Ralph  Saul:  "Some  people 

now  that  the  industry  is  paying  the  feel  it  will  take  a  major  insolvency  or 

piper  for  this  one.  Will  insurers  ever  a  major  catastrophe"  to  restore  pric- 

learn  to  resist  this  suicidal  cycle?  ing  sanity  to  the  industry.  ■ 


Insurance 

Yardsticks  of  management  performance 
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11 

17  9 

11.5 

0.1 

10 

16.7 

10.7 

5.1 

12 

9.6 

8 

19.6 

City  Investing 

12 

15.2 

8.9 

1.3 

14 

9.8 

8.7 

1.6 

6 

16.9 

11 

16.1 

Continents!  Corp 

13 

13.1 

7.8 

0.0 

12 

12.2 

7.7 

4.6 

13 

9.2 

13 

11.9 

Berkshire  Hathaway 

14 

11.2 

5.9 

0.2 

13 

10.1 

6.5 

6.8 

3 

19.1 

2 

27.7 

Medians 

20.2 

13.3 

0.1 

19.3 

13.1 

6.3 

15.2 

20.2 

Multiple  line 

Teledyne 

1 

32.3% 

21.9% 

0.3 

1 

23.4% 

16.7% 

12.5% 

12 

9.7% 

1 

35A1 

Loews 

2 

23.0 

18.7 

0.5 

12 

12.2 

11.4 

5.0 

4 

15.4 

2 

25.5 

American  IntI  Group 

3 

22.9 

20.2 

0.0 

3 

21.6 

19.5 

11.3 

1 

22.7 

3 

23.5 

OIH  Rpnnhlir  IntI 

4 

22.6 

18.6 

0.2 

2 

22.1 

16.0 

10.4 

3 

18.1 

4 

22.2 

CNA  Financial 

5 

21.7 

13.9 

0.2 

11 

12.4 

11.0 

4.4 

13 

8.3 

D-P 

Aetna  Life  &  Casualty 

6 

19.0 

14.3 

0.1 

5 

17.4 

14.2 

3.7 

6 

14.6 

6 

18.9 

Farmers  Group 

7 

19.0 

17.0 

0.0 

4 

18.7 

16.8 

19.9 

5 

14.8 

8 

17.2 

St  Paul  Cos 

8 

18.0 

16.2 

0.1 

6 

16.3 

15.1 

8.5 

9 

12.1 

10 

15.5 

American  General 

9 

17.9 

15.2 

0.1 

8 

15.2 

14.6 

7.1 

10 

11.1 

7 

17.8 

Safeco 

10 

16.9 

12.8 

0.3 

9 

13.9 

10.9 

7.5 

7 

12.8 

5 

19.3 

Travelers 

11 

16.0 

11.1 

0.0 

7 

15.3 

10.9 

2.8 

11 

10.5 

9 

17.1 

Colonial  Penn  Group 

12 

13.5 

8.2 

0.0 

10 

13.5 

8.2 

2.0 

2 

20.3 

12 

-2.1 

Lincoln  National 

13 

12.1 

9.0 

0.1 

13 

11.0 

8.7 

3.8 

8 

12.6 

11 

11.1 

CIGNA 

19.3 

0.1 

18.5 

7.3 

Medians 

19.0 

15.7 

0.1 

15.3 

14.4 

7.2 

12.8 

18.4 

Industry  medians 

17.9 

12.9 

0.1 

15.2 

11.0 

7.0 

13.9 

17.2 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 

D-P:  deficit  to  profit;  not  ranked.    "Not  available;  not  ranked. 
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t/VE  SCREEN  OUR  ACCOUNTANTS 
SO  YOU  DON'T  HAVE  TO. 


When  you  call  for  a  temporary  accoun- 
ant,  we'll  send  someone  who  is  slightly 
>verqualified  for  the  job.  An  expert. 

That's  because  we  carefully  screen  our 
uxountemps  employees.  Find  out  who  they 
re,  and  what  they  do  best. 
[  And  that's  not  just  true  for  our  accountants 
c5ut  also  for  our  bookkeepers.  Our  auditors. 
)ur  data  processors,  too. 

In  fact,  to  keep  our  standards  high, 
/e  even  screen  the  people  who  do 
le  screening. 

When  you're  a  specialist,  that's 
le  way  you  do  business.  i 

And  because  we're  affiliated  with' 
le  Robert  Half  organization,  we 
ttract  more  financial  and  accounting 


people  than  any  other  temporary 
personnel  service. 

So  we're  able  to  find  an  expert  for 
your  specific  need.  Whether  it's  a 
bookkeeper  for  a  day  or  25  accountants 
for  a  month. 
Contact  any  of  our  80  offices  across 
the  United  States,  Canada  and  Great  Britain. 
Ask  a  few  questions.  Check  our 
references. 

We  won't  mind. 
If  you  have  to  screen  us  before 
you  put  us  to  work,  we'd  be  the  first 
to  understand 


accounEmps 

Rent  an  Expert. 


©1982  Robert  Half  International,  Inc. 
All  Offices  Independently  Owned  and  Operated. 


At  Panhandle  Eastern 


creativity  beats 

the  odds 

Not  every  wildcat  well  seeking  reserves  of  oil  or  gas  pays  off,  not  by  a 
long  shot.  In  fact,  only  one  in  40  finds  a  field  of  commercial  value. 
Surmounting  these  odds  is  what  successful  exploration  is  all  about  and 
Anadarko  Production  Company,  a  subsidiary  of  Panhandle  Eastern  Corporation, 
has  consistently  turned  in  a  higher  success  ratio  for  its  wildcat  drilling  than  the 
industry  average  in  the  United  States. 

Anadarko's  latest  success  is  a  significant  gas  discovery  offshore  Texas 
in  an  area  where  others  had  failed.  The  creative  exploration  staff  of  Anadarko 
did  the  analysis  that  resulted  in  a  gas  discovery  on  Matagorda  Island  Block  623 
two  years  ago.  That  discovery  has  been  followed  by  three  more  successful  wells 
on  that  and  an  adjacent  block  of  acreage.  The  result — a  major  gas  discovery 
with  significant  commercial  value  in  which 
Anadarko  has  a  37.5  percent  interest.  Over  the 
last  24  months,  Anadarko  has  recorded  24  oil 
and  gas  discoveries,  onshore  and  offshore  in 
the  United  States,  maintaining  its  place  as  one 
of  the  most  active  and  successful  independent 
exploration  companies  in  the  industry. 

The  persistence  of  the  Anadarko  staff 
and  management  to  bring  this  good  explora- 
tion idea  to  life  is  one  of  the  hallmarks  of  all 
the  companies  of  Panhandle  Eastern — for 
more  than  half  a  century  a  leader  in  America's 
energy  industry. 

Through  natural  gas  transmission — serving  6  percent  of  the  interstate 
market — contract  drilling,  coal  development  and  oil  and  gas  exploration  and  pro- 
duction, Panhandle  Eastern  has  a  diversified  group  of  energy  companies  devoted 
to  converting  today's  opportunities  into  tomorrow's  profits. 

To  obtain  a  copy  of  our  1982  Annual  Report  to  be  published  in  March, 
write  Corporate  Communications,  PO.  Box  1642,  Houston,  Texas  77001. 


PANHANDLE  EASTERN 
CORPORATION 

PROVEN  ENERGY  PERFORMANCE 


Panhandle  Eastern  Pipe  Line  Company 
Trunkline  Gas  Company 
Anadarko  Production  Company 
Dixilyn-Field  Drilling  Company 

Stingray  Pipeline  Company  (50%)  Thisjackup  rig  recently  completed  the  fourth 

North  Antelope  Coal  Company  (50%)  major  natural  gas  discovery  in  the  Matagorda 

Aurora  Industries,  Inc.  area,  offshore  Texas. 


BUSINESS  SURVIVAL  KIT 


Free  Erom  International  Paper 


Survival  in  todays  business  climate  calls  for  more  than 
being  able  to  understand  a  balance  sheet.  Survival  also 
calls  for  better  abilities  at  reading,  writing,  ' 
communicating. 

If  you  or  your  employees  need  help  in 
coping  with  the  written  word,  send  for  sets 
of  your  free  Business  Survival  Kit.  It  con- 
tains concise,  information- 
packed  articles  like  these. 

Write:  Business  Survival 
Kit,  International  Paper  Com 
pany,  Dept.  FO,  RO.  Box  954, 
Madison  Square 
Station, 
New  York, 
N.Y.  10010. 


How  to  make  a  speech 


How  to  write  a  resume 
How  to  write  clearly 


By  Edward  T.  Thompson 


11 10 "afifsn  BHiHtKifij;  rv> 


How  to  read  an  annual  report 


By  Jan*  Bryant  Qubmi 


officer?  and  their  addresses  so  vou 
can  write  for  annual  reports. 

So  now  Galactic  Industries' 
[a ten  annua!  report  is  sitting  in 
front  of  you  ready tu  he  cracked 
How  do  you  crack  It? 

Where  do  we  tan 'Not  at  th 
from.  At  the  bixk1  wfe  don't  wan 
to  be  surprised  at  the  end  of  this 
story. 


if. ta  pocket  Are  earnings  up' 
Maybe  that's  bad  They  may  he  up 
because  of  a  special  windfall  thai 
won't  happen  again  next  year. 
The  foomotet  know. 
For  what  happened  and  why 
Now  rum  to  the  letter frvm  the 
dustman  Usually  addressed  "to  our 
siiic kholder*.*  it's  up  front,  and 
sfu**ld  he  in  more  ways  than  one. 


quickly  be  turned  into  cash  are 
cunent  osvts  On  the  nght  are 
Iktfcitrjei^verythiruj  the  company 
owes  Current  (uMnes  are  the  debts 
due  in  one  year,  which  are  paid  out 

The  difference  between  current 
assets  and  current  liabilities  is  net 
uwrfong  capual.  a  key  figure  to 
watch  from  one  annual  ..ml  quar- 
terly) report  to  another.  If  working 
capital  .shrinks,  it  could  mean  trou- 
ble. One  possibility-  the  a 
may  not  be  able  to  keep  J  ■  ■■ 
growing  rapidly. 

Look  for  growth  here 


pMu 


may  be  soaring 
promised  you  that  ftg- 
annual  report  was 


urmgc 
going  to  be  e 

Get  out  your  cakuLuoe 

Araxhet  important  thing  to  study 
today  a  the  company's  debt  Get 
out  your  pocket  calculator,  and 
turn  10  the  balance  sheet  Divide 
lone-term  liabilities  by  slock - 
holders'  equity  That's  the  defs-co 

A  high  rant)  means  that  the 
company  borrows  a  lot  of  money  as 
ftpan  itr growth  That's  okay-r/ 
sale  grtnv,  _u«>.  aixl  t>_  li**^  | 


thing  pji.  rrirund  -■  ■ .  ri  *  ■  nl 


SCl  pMfk  think 
Of*  tmtk*      UW,  Mtf.  <r«- 
dou*  Acnuli>  «e  tar  rhero  fu- 
wfl .    J  .i> i.ll.  i      i-  i 
-  iv  ■  ■ ,  cither  the  ubt«(  It  to  dry 
ie  1  .<-•  k  rmt  "hunuruiy  in  pvr 


used  to  be'  Better  or  worse  than 
the  industry  norms'  Better  or 
worse  after  this  recession,  than  it 
was  after  the  last  recession  ?  [n 
comparw -watching,  rom/xrruoru 
tut  ii  They  tell  you  if  tnanagernent 
is  scaying  on  top  of  thing*. 

Financial  analysts  work  out 
many  other  ratio*  to  tell  them  how 
the  company  it  doing  Vxi  can 
lejam  more  about  them  from  boon 
on  the  subject  Ask  your  Ubranan. 

But  one  thing  you  will  newr 
team  from  an  annual  report  is  how 
much  to  pay  for  a  company's  stock 
GalactK  tray  be  running  well  Bui 
tf,™*.  —  i — 


How  to  write 
a  business  letter 


Some  thoughts  from 
Malcolm  Forbes 

fttakMN  rnd  QaurrAhC  M    tabu  M. 


I've  found  th.it  separates  the  w 
from  the  loser,  (must  of  it's  just  good 
Hi  starts  be/ure  you 
wnte  your  letter: 

Know  what  you  want 

[f yOU  don't,  write  it  down -in 
one  sentence  "I  want  to  get 
an  interview  within  the  next 
two  weeks."  That  simple- 


List  the  major  points  you 
want  to  get  across  -  it'll  keep 


Get  you  off  the  hook. 

Or  get  you  money; 

Its  totally  asinine  to  blow  your 
chances  of  getting  uAoceier  you 
want-with  a  business  letter  that 
turns  people  off  instead  of  turning 
them  on. 

The  best  place  to  learn  to  write 
is  in  school.  If  you're  nill  there,  pick 

If  not,  big  deal  !  learned  to  tide 
a  motorcycle  at  50  and  rly  balloons 


They  seem  to  fall  into  three  cate- 
gories: stultifying  if  not  stupid, 
mundane  (most  of  them),  and  first 
rate  (rare).  Here's  the  approach 


check  the  points  that  need 
answering  and  keep  the  letter 
y       «n  front  ofyouwh.le  you  write. 
N     This  way  yx>u  won't  forget 
\     anything-  t/uit  would  cause 
V    another  round  of  letters. 
1         And  for  gtxxlness'  sake, 
I   answer  promptly  if  you're 
1   going  to  answer  at  all.  Don't 
■   sit  on  a  letter-  that  invites  the 
person  on  the  other  end  to  sit 
on  whatever  you  want  from  him. 

Plunge  right  in 

l  .41  him  b\  name    n< .(  "I  Var 
Sir,  Madam,  or  Ms.""Dear  Mr. 
Chnsanthopoulos"-andbesure  to 
spell  it  right  That'll  get  him  (thus, 
you)  off  to  a  good  start. 

(Usually,  you  can  gi 
his  name  just  by  phon- 
ing his  company -or 
from  a  business  directo 
in  your  nearest  library ) 
Tell  what  vour  lette 
is  about  in  the  first  para- 
graph.  One  or  two  sen- 
tence*. Don't  keep  your 
reader  guessing  or  he 
might  hie  your  tetter 
away-even  before  he 
finishes  it. 

In  the  round  tile. 
If  you're  answering  a 
letter,  refer  to  the  date 


it  was  written  So  the  reader 
won't  waste  time  hunting  for  it- 
People  who  read  business  letters 
are  as  human  as  thee  and  me.  Read- 
ing a  lener  shouldn't  be  a  chore - 
reuorj  the  reader  fot  the  time  he 
gives  you 

Write  so  hell  enjoy  it 

Write  the  entire  letter  from  his 
i>  .int  i it  i,  lew    what's  m  it  tor  htm  ' 
Beat  him  to  the  draw-surprise  him 
by  answering  the  questions  and 
objections  he  might  have. 

Be  positive-be'll  be  more  recep- 
tive to  what  you  have  to  say 

Be  nice.  Contrary  to  the  cliche, 
genuinely  nice  guys  most  often  fin- 
ish first  or  very  near  it  I  admit  it's 
not  easy  when  you've  got  a  gripe. 
To  be  agreeable  while  disagreeing- 
that's  an  art. 

Be  natural -write  the  way  vou 
talk  Imagine  bini  sitting  in  front  ol 
you-what  would  you  sjyr.oh.rn' 

Business, argon  too  often  is 
cold,  Stiff,  unnatural. 

Suppose  I  came  up  to  you  and 
said.  "I  acknowledge  receipt  of  your 
letter  and  1  beg  to  thank  you  "  You'd 
think,  "Huh'  You're  putting  nu-  on 

The  acid  test-re.id  v. MI  letter 


tlouJwhe 


«hr  get 
u'llkn.. 


done  You 
t  a  shock -but 


u  seriously.  This 
esnt  mean  youVe  got 
to  be  dull.  You  prefer 
your  letter  to  knock  em 
dead  rather  than  bore 
'em  to  dealK 

Three  points  10 
remember 

Have  a  sense  of 
humor  That's  refreshing 
Oir/Ulhert  -a  nice  surprise 


in  a  business  letter. 

Be  specific.  If  I  tell  you  there's  a 
new  fuel  that  could  save  gasoline, 
you  might  not  believe  me.  But  sup- 
pose I  tell  you  thu. 

"Gasohol"- 10%  alcohol.  90% 
gasoline -works  as  well  as 
straight  gasoline.  Since  you  can 
make  alcohol  from  grain  or  corn 
stalks,  wood  or  wood  waste,  coal- 
even  garbage,  it's  worth  some 
real  follow- through. 

Now  you've  got  something  to 
sink  your  teeth  into. 

Lean  heavier  on  nouns  and 
verbs,  lighter  <m  adjectives.  IV'  'be 
active  voice  instead  of  the  passive 
Your  writing  will  have  more  guts. 

Which  of  these  is  stronger? 
Active  voice;  "I  kicked  out  my  mon- 
ey manager."  Or,  passive  voice:  "My 
money  manager  was  kicked  out 
by  me."  ( By  the  way,  neither  is  true. 
My  son,  Malcolm  Jr.,  manages  most 
Forbes  money-he's  a  brilliant 
moneyman. ) 


Give  it  the  best  you've  got 

when  you  don't  want  something 
enough  to  make  the  effort,  making 
an  effort  is  a  waste. 

Make  vouf  letter  look  appetizing 
-or  you'll  stnke  out  before  you  even 
get  to  bat.  Type  it -on  good-quality 
S^i"  x  11"  stationery  Keep  it  neat. 
And  use  paragraphing  that  makes  it 

Keep  your  letter  short-  to  one 
page,  if  possible.  Keep  your  para- 
graphs short.  After  all.  who's  going 
to  Benefit  it  vour  lener  is  quick  and 
easy  to  read? 

You. 

Bir  emphasis,  underline  impor- 


words.  And  sometimes  indent 

.  well  as  paragraphs. 
Like  this.  See  how  well  it 
works'  (But  save  it  for  some- 
thing special. ) 

M_ake  it  perfect  No  typos,  no 
misspellings,  no  factual  errors.  If 
you're  sloppy  and  let  mistakes  slip 
by,  the  person  reading  your  letter 
will  think  you  don't  know  better  or 
don't  care.  Do  you ! 

Be  crystal  clear.  You  won't  get 
what  you're  after  it  your  reader 
disesn't  get  the  message. 

Use  good  English  If  you're  still 
in  school,  take  all  the  English  and 
writing  courses  you  can.  The  way 
you  wnte  and  speak  can  really  help 
-or  hot. 

If  you're  not  in  school  (even 
if  you  are),  get  the  little  71-page 
gem  by  Srrunk  6t  White,  Elements 
of  Style  It's  in  paperback.  It's  fun 
to  read  and  loaded  with  tips  on 
good  English  .ind  gtod  writing. 
Don'r  put  on  aits. 
Pretense  invariably  impresses 
only  the  pretender. 

Don't  exaggerate  Even 
once.  Your  reader  will  suspect 
everything  else  you  write. 

Distinguish  opinions  from 
facts.  Your  opinions  may  be 
the  best  in  the  world.  But 
they're  not  gospel.  You  owe  it 
to  your  reader  to  let  him  know 
which  is  which.  He'll  appreci- 
ate it  and  he'll  admire  vou 
The  dumbest  people  I  know 
are  those  who  Know  It  All. 
Be  honest.  It'll  get  you 
further  in  the  longnin.  If  you're 
not. you  won't  rest  easy  until  you're 


found  out.  (The  latteT,  not  speaking 
from  experience  ) 

Edit  ruthlessly  Somebody  -hat 
said  that  words  are«-W»*  like  inflated 
money -the  more  w^dwiiw  that  vou 


■.  the  less  each  c 
worth-  Right  uiv  Oo  through  vour 
entire  letter  futt  as  many  times  as 
it  takes.  Soiwah  em  on4Annihilate 
all  unnecessary  words.-and  sen- 
9  paragraphs 


Sum  H  up  and  get  out 

The  last  paragraph  should  tell  the 
reader  exactly  what  you  want  him 
to  do-or  what  you're  going  to  do. 
Short  and  sweet  "May  I  have  an 
appointment '  Next  Monday,  the 
16th,  I'll  call  vour  secretary  to  see 
when  it'll  be  most  convenient  for 
you." 

Close  with  something  simple 
like.  "Sincerely"  And  for  heaven's 
sake  sign  legibly.  The  biggest  ego 
tnp  1  know  is  a  completely  illegible 
signature. 

Good  luck 

I  hope  you  get  what  you're  after. 
Sincerely, 


Today,  the  printed  word  is  more  v  ital  than  ever.  Now  there  is 
more  need  than  ev  er  lor  all  of  us  to  rati  better,  unte  hcrrer.  and 
tin  nu  limn  iite  better 

International  Paper  otter-  this  series  in  the  lu»pe  that,  even  in 
a  small  way,  we  can  help 

It  you'd  like  to  share  this  article  with  others  —  students,  friends 
employees,  family  —we'll  gladly  send  vou  reprints.  So  tar  we've  sent 
■out  over  \CVV,c\V  in  response  to  requests  rrom  people  everywhere 

Please  write  "Power  of  the  PnnteJ  Word, '  International 
Paper  Company,  Oept  HW.  PO.  Box  *>S4.  Madison  Square  Station, 
New  York,  NY  KV10. 

©INTERNATIONAL  PAPER  COMPANY 
We  believe  in  the  power  of  the  pnnted  word. 


©INTERNATIONAL  PAPER  COMPANY 
We  believe  in  the  power  of  the  printed  word. 


f  1982  International  Paper  Company 


Hasn 't  anyone  here  heard  of  Glass-Steagall? 
The  banks  seem  to  be  ripping  it  to  shreds  in  their 
rush  to  buy  into  Wall  Street. 


Brokerage 


By  Richard  L.  Stern 
with  Laura  Saunders 


Bank  of  America  bids  to  ac- 
quire discount  broker  Schwab 
&  Co.;  Union  Planters  Nation- 
al Bank,  First  Union  Corp.  and  Securi- 
ty Pacific  pick  up  discount  brokers  of 
their  own.  A  half-dozen  S&Ls  get  ap- 
proval from  the  Federal  Home  Loan 
Bank  Board  to  establish 
broker/dealer  subsidiaries. 
Bankers  Trust  takes  Wall 
Street  to  court  to  win  the 
right  to  underwrite  com- 
mercial paper. 

Hasn't  anyone  here 
heard  of  Glass-Steagall,  the 
50-year-old  New  Deal  law 
that  is  supposed  to  separate 
commercial  banking  from 
brokerage  and  investment 
banking  and  keep  the 
bankers  from  wheeling  and 
dealing  on  Wall  Street  with 
your  checking  account  de- 
posits? Apparently  not. 
The  banks  have  been  at- 
tacking or  circumventing 
Glass-Steagall  on  regula- 
tory and  legal  fronts  all 
over  the  country. 

But  Wall  Street  can  be 
tricky  for  the  outsider. 
Some  of  the  big  U.S.  corpo- 
rations that  bought  into 
The  Street  a  year  earlier  could  testify 
to  that.  Dean  Witter  Reynolds  was 
barely  profitable  during  the  first  half 
of  1982;  parent  Sears,  Roebuck  dis- 
patched one  of  its  own,  Philip  Purcell, 
to  be  president.  Prudential  hired 
George  Ball  away  from  rival  E.F.  Hut- 
ton  to  shape  up  its  1981 -acquired 
Bache  subsidiary. 

Significantly,  the  banks  are  invad- 
ing Wall  Street  through  the  discount 
brokerage  window.  Yet,  as  Drexel 


Burnham  Chairman  Robert  Linton, 
chairman  of  the  Securities  Industry 
Association,  points  out,  discounting 
represents  only  about  10%  of  Wall 
Street's  commission  revenues — $160 
million  out  of  $1.6  billion  in  1982's 
first  half,  for  example.  "There  are 
20,000  banks  and  S&Ls  out  there," 
says  SIA  Senior  Vice  President  Don- 
ald Crawford,  "and  discounting  is  not 


much  of  a  pie  for  all  of  them  to  share." 
But  there's  a  battle  shaping  up  here. 
With  a  lower  fee  structure  and  with  a 
vast  network  of  offices  and  comput- 
ers, the  banks  may  be  in  a  position  to 
broaden  that  market  share  by  a  wide 
margin.  It  will  be  quite  a  fracas. 

While  the  bankers  move  in,  the 
country's  ten  largest  investment 
bankers  are  further  concentrating 
their  power.  They  earned  almost  two- 
thirds  of  the  securities  industry's 


$462  million  in  pretax  profits  for  the 
first  half,  and  the  top  five  managed 
70%  of  the  issues  brought  under  SEC 
Rule  415,  which  speeds  up  corporate 
issues.  The  25  largest  securities  firms 
now  control  nearly  three-fourths  of 
the  total  capital  of  the  country's  hun- 
dreds of  brokerage  and  investment 
banking  houses.  The  bankers  won't 
find  Wall  Street  easy  pickings. 

But  it's  still  easy  to  see 
why  the  bankers  want  a 
piece  of  the  action.  Wall 
Street  is  the  same  old  roller 
coaster  it  always  was,  but 
when  the  coaster  turns  up 
the  ride  gets  exhilarating. 
When  the  stock  market 
turned  in  late  summer  the 
upside  leverage  was  terrif- 
ic. First  Boston  rang  up  rec- 
ord earnings,  50%  greater 
than  ever  before  in  its  his- 
tory. Says  E.F.  Hutton's 
Chairman  Robert  Fomon 
happily:  "October  was  a 
great  quarter." 

The  fast-moving  mar- 
kets and  high  volume  that 
brought  all  this  about 
could  work  against  The 
Street,  however,  if  the  mar- 
ket turns  dull  again.  The 
reason  is  that  operating 
costs  are  spiraling  and  so 
are  capital  requirements. 
Suddenly,  a  45-million-share  day  is 
merely  break-even  for  some  houses, 
while  a  few  years  ago  it  meant  a  20% 
return.  What's  a  20%  return  these 
days?  "About  75  million  shares,"  says 
Prudential-Bache's  Ball.  In  today's 
economy  what  goes  up  doesn't  neces- 
sarily have  to  come  down  again--not 
when  it's  a  matter  of  operating  costs. 

Yet  despite  these  hazards,  the  inva- 
sion by  the  banks  goes  on.  Legislation 
in  Congress  last  year  would  have  per- 
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^■^■r'A'^l  nutted  the  banks  into  al- 
/  /S,  w  f5  most  everything  but  the 
/  (\\  L  outright  underwriting  of 
equities.  The  bills  failed, 
■■I  but  they  will  probably  be 
back  in  one  form  or  another. 

While  the  banks  invade  The  Street, 
though,  The  Street  has  mounted  a 
counterattack.  Merrill  Lynch  Cash 
Management  Accounts,  and  similar 
services  offered  by  others,  amount,  of 


course,  to  interest-bearing  checking 
accounts  with  collateralized  loan 
privileges.  At  least  two  brokers  have 
already  acquired  banking  institu- 
tions— Dean  Witter  owns  an  S&.L 
through  parent  Sears,  and  Shearson 
indirectly  acquired  a  bank  in  Boston, 
disposing  of  its  loan  portfolio  to-make 
the  acquisition  legal. 

In  fighting  back,  the  brokers  can  be 
expected  to  make  much  of  bankers' 


follies  like  Penn  Square,  Chase's 
Drysdale  Securities  problems  and 
loans  to  the  Third  World.  Can  the 
wonderful  folks  who  lent  depositors' 
money  to  Poland  and  Zaire  be  trusted 
with  your  investment  dollars?  You 
can  expect  to  hear  lots  of  arguments 
like  that.  But  then  Wall  Street  is  not 
faultless  either.  The  fracas  is  going  to 
be  fun.  And  isn't  competition  always 
a  good  thing?  ■ 


Brokerage 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

latest 
5-year     5-year  12 
rank       average  months 

debt/ 

equity 

ratio 

latest 
5-year      5-year  12 
rank        average  months 

net 

profit 

margin 

5-year  5-year 
rank  average 

5-year  5-year 
rank  averagi 

E  F  Hutton  Group 
First  Boston 
Merrill  Lynch 
Paine  Webber 
Donaldson,  Lufkin 

1  27.5%  17.9% 

2  20.8  37.1 

3  18.3  18.2 

4  12.8  24.5 

5  11.3  14.8 

0.4 
0.1 
0.4 
0.7 
0.7 

1  24.0%  16.8% 

2  20.9  37.7 

3  15.4  14.9 
5        10.5  17.2 

4  10.5  12.1 

4.3% 

6.3 

4.8 

3.2 

2.7 

3  33.8% 
2  41.3 

5  26.3 

4  32.8 
1  41.8 

1  28.2% 

2  19.8 

3  18.8 

4  11.6 
D-P 

Industry  medians 

18.3  18.2 

0.4 

15.4  16.8 

4.3 

33.8 

19.3 

All-industry  medians 

15.9  12.7 

0.4 

11.0  9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
D-P:  deficit  to  profit;  not  ranked. 

General  Instrument 
Microelectronics, 

New  York.  Investing  $17  million  to 
double  the  size  of  their  micro-chip 
fabrication  plant. 


Coors  Ceramics  UK 
Limited.  Making  impres- 
sive inroads  from  Glenrothes  into 
the  multi-million  dollar  European 
technical  ceramics  market. 


RodimeP.L.C. 

European  manufac- 
turers of  5V4  inch  Winchester  disc- 
drives. Making  history  by  exporting 
computer  technology  to  the  U.S.A. 


Brand  Rex,  cable 
specialists  of 
Connecticut.  Investing  $3.4  million  in 
factory  extension  and  new  machinery. 


Your  company  can  be  our  next 
Scottish  success  story. 


The  four  companies  above  are  just  a  small 
slice  of  our  impressive  track  record  in 
Glenrothes.  They  came  and  they're  flourishing 
because  Glenrothes  gives: 
□  Britain's  biggest  development  and  tax 

incentives 


□  Immediate  factory  accommodation 

□  Highly  educated  workforce 

□  Best  industrial  climate  in  Western  Europe 

□  Easy  access  to  the  entire  Continent 
And  that's  not  all.  Glenrothes  offers: 

□  Excellent  housing 

To  get  the  information  on  how  to  become  our  next  Scottish 
success  story  clip  this  ad  to  your  letterhead/business  card  and 
mailto: 

John  McCombie,  Commercial  Director, 
Glenrothes  Development  Corporation, 
733  3rd  Avenue,  Suite  2100,  NYC  10017 
or  call  collect-(212)  687-1383 


□  Five  first  class  universities  and  two 
technical  colleges 

□  Some  of  the  best  recreation  in  Scotland 

□  Including  100  golf  courses  -  like  St. 
Andrews  and  Gleneagles  -  less  than  an 
hour  away. 


Glenrothes 


THE  EUROPEAN  SUCCESS  ROUTE 


Locate  in  Scotland 

(This  material  is  circulated  by  Development  Counsellors  infl  .  Ltd  .  733  3rd  Avenue.  NYC  1001 7,  which  is  registered  under  the  Foreign  Agents  Registration  Act  as  an  agent  of  the  Glenrothes  Development  Corporation.  Glenrothes.  Fife  KY7  5PR. 
Scotland  This  material  >s  tiled  with  the  Department  of  Justice  where  the  required  registration  is  available  tor  public  inspection  Registration  ones  not  indicate  approval  of  the  contents  of  this  material  by  the  United  States  Government)     PR  R  /J 
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That  huge  offshore  California  oil  strike  may 
get  the  headlines;  but  given  the  state  of  the  world 
crude  market,  the  $40  billion  that  U.S.  oil 
companies  are  investing  in  refining  and 
marketing  may  mean  more  to  their  future. 


Energy 


By  Anne  Bagamery 


How  does  A  big  corporation 
bring  a  key  downstream  oper- 
ation back  nearly  from  the 
dead?  Ask  Phillips  Petroleum.  Like 
many  another  oil  company,  Phillips 
watched  its  refining  and  marketing 
margins  squeezed  to  nothing  two 
years  ago  between  rising  crude  prices 
and  falling  demand  for  gasoline.  But 
last  year,  Phillips  made  an  estimated 
$40  million  on  refining  while  much  of 
the  industry  was  still  bleeding.  "In- 
credible," says  a  rival  ex- 
ecutive. "Just  a  little  belt- 
tightening,"  drawls  Dick 
Robinson,  Phillips'  vice 
president  for  refining. 

Some  belt-tightening. 
Phillips  shut  down  23%  of 
its  380,000  barrels-a-day  re- 
fining capacity,  reduced  the 
work  force  by  12%  and 
spent  $1  billion  to  equip 
two  big  Texas  refineries  to 
process  cheaper  grades  of 
crude. 

It's  a  real  lesson  in  suc- 
cessful downsizing.  And 
Phillips  is  not  alone.  After 
years  of  taking  a  back  seat 
to  wildcatters  and  geolo- 
gists, the  oilmen  who  run 
U.S.  refining  and  marketing 
operations  are  fast  becom- 
ing the  Brahmans  of  the 
business.  In  most  cases, 
they  have  turned  dogs  into 
profit  centers  by  applying 
the  most  basic  principles: 
Cut  out  fat,  spend  liberally 
for  efficiency.  Says  Ronald 
Jones,  refining  director  of 
the  American  Petroleum 
Institute:  "This  is  one  area 
of  real  industrial  leadership 
in  America." 


Look  at  some  numbers:  In  1980  U.S. 
refining  capacity  stood  at  18.7  million 
barrels  a  day.  Some  500,000  of  that 
was  in  "teakettles"  built  under  the 
old  entitlements  program  to  break 
down  high-grade  crudes  for  conver- 
sion into  gasoline  and  other  fuels.  By 
1982,  however,  the  oil  companies  had 
permanently  shut  down  3.1  million 
barrels  a  day,  or  16.6% — more  than 
matching  a  10%  drop  in  gasoline  con- 
sumption in  the  same  period.  The  tea- 
kettles have  either  disappeared  or 
been  modernized,  and  many  in  the 


Cheiron  USA.  's  refinery  at  Richmond,  Calif. 
Turning  some  dogs  into  profit  centers. 


industry  think  another  million  bar- 
rels or  so  of  capacity — mostly  east  of 
the  Rockies  and  north  of  the  Sun- 
belt— will  be  phased  out  by  the  end  of 
this  year. 

fust  as  important,  in  1980  less  than 
30%  of  the  industry  could  process  the 
"sour"  sulfurous  crudes  that  now 
constitute  the  bulk  of  the  world's 
known  reserves  and  sell  for  $2  to  $10 
a  barrel  less  than  "sweet"  crudes  like 
Saudi  Arabian  light.  By  the  end  of 
1982  close  to  50%  of  the  industry  had 
heavy-sour  capability,  thanks  to  some 
$20  billion  in  capital  spend- 
ing by  integrated  compa- 
nies and  independents 
alike,  who  are  committing 
another  $20  billion  to  fin- 
ish the  job  by  1986. 

In  marketing,  the  indus- 
try is  being  equally  aggres- 
sive. Majors  like  Texaco 
and  Amoco  are  closing  ser- 
vice stations  in  low-volume 
areas.  Arco  doesn't  issue 
credit  cards,  while  Gulf  and 
others  collect  fees  on 
charge  purchases  and  dis- 
count for  cash.  Crown  Cen- 
tral is  even  installing  auto- 
mated bank  teller  machines 
in  some  of  its  stations  to 
drum  up  business.  And 
nearly  everyone  is  ripping 
out  full-service  islands  to 
make  way  for  self-service 
pumps  and  kiosks  that  sell 
everything  from  fan  belts  to 
microwave  cheeseburgers. 

"The  wild  card  of  the 
1980s  could  be  the  down- 
stream operations,"  pre- 
dicts analyst  Bernard  Picchi 
of  Salomon  Brothers.  "The 
question  is  no  longer 
whether  improvement  will 
occur,  but  when." 
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W~  There  is  strong  evi- 

I  dence  that  1983  could  be 

\<\  A\  X\  \  t'u'  ycar-  Consider: 
UMMy  ©With  all  the  shut- 
|  j£f|j  I  down  capacity,  refiner- 
ies are  running,  on  average,  at  73%. 
Closing  down  another  million  barrels 
a  day  would  boost  that  figure  to  close 
to  80%,  the  level  at  which  economies 
of  labor  and  energy  begin  to  take  effect. 

•  Upgrading  projects  scheduled  for 
completion  this  year  will  convert  an- 
other 1.5  million  barrels  a  day  to 
heavy-sour  capability.  That's  bound  to 
cut  drastically  the  price  refiners  pay 


for  feedstock — and,  therefore,  boost 
refining  margins.  Texaco,  for  example, 
figures  it  will  improve  its  margins  by 
$3  a  barrel  just  by  being  able  to  run 
heavy-sour  crude  through  four  newly 
modernized  plants — a  move  that 
could  add  as  much  as  $770  million  to 
Texaco's  gross  profits  by  1986: 

•  While  gasoline  demand  will  prob- 
ably remain  flat,  thanks  to  conserva- 
tion, demand  for  diesel  and  jet  fuels 
should  pick  up  when  the  economy 
recovers. 

•  Since  crude  prices  are  expected  to 
remain  soft,  independent  refiners — 


those  without  a  captive  supply  of 
feedstock— should  benefit  by  being 
able  to  shop  around. 

Of  course,  one  of  the  reasons  down- 
stream is  looking  better  these  days 
could  be  that  upstream  is  looking 
worse,  at  least  in  the  near  term.  True, 
U.S.  companies  will  continue  spend- 
ing, albeit  more  selectively,  to  build 
up  their  dwindling  reserves,  and  bid- 
ding for  fop  geologists  will  always  be 
hotter  than  west  Texas  in  July.  But  as 
long  as  product  prices  remain  flat, 
companies  will  probably  find  it  more 
sensible  to  leave  the  oil  in  the  ground 


Energy 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

,1..!..  1 

deDt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-ye£ 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avers 

International  oils 

Occidental  Petroleum 

1 

29.2% 

9.0% 

0.3 

3 

15.1% 

7.7% 

2.0% 

4 

18.5% 

4 

13.0' 

Phillips  Petroleum 

2 

20.5 

11.8 

0.2 

1 

15.8 

9.1 

4.1 

1 

19.7 

1 

16.7 

Exxon 

3 

19.5 

15.0 

0.1 

4 

14.4 

10.6 

4.0 

6 

15.6 

5 

119 

Standard  Oil  Calif 

4 

19.1 

1 2  0 

0  1 

2 

15.2 

9.6 

3.9 

5 

16.1 

3 

15.3 

Mobil 

5 

18.4 

10.7 

0.2 

5 

13.4 

8.2 

2.4 

3 

19.1 

2 

15.7 

E  I  du  Pont 

6 

15.7 

9.8 

0.6 

6 

12.7 

6.7 

3.1 

1 

19.7 

6 

11.7 

Texaco 

7 

15.7 

10.7 

0.2 

7 

11.7 

8.7 

3.0 

7 

14.7 

7 

9.8 

Gulf  Oil 

8 

13.3 

9  3 

0.2 

8 

10.8 

7.2 

3  1 

8 

10.5 

8 

6.8 

Medians 

18.8 

10.7 

0.2 

13.9 

8.5 

3.1 

17.3 

12.5 

Other  oil  and  gas 

Tosco 

1 

56.4% 

48.8% 

1.1 

4 

17.4% 

21.5% 

3.6% 

7 

33.8% 

1 

56.6 

Consol  Petroleum 

2 

50.0t 

def 

1.0 

39 

5.7tt 

def 

def 

1 

84.01 

40 

-35.3 

Standard  Oil  Ohio 

3 

42.8 

31.7 

0.6 

2 

20.0 

19.3 

14.5 

11 

30.4 

2 

47.9 

Charter 

4 

39.5 

5.9 

0.5 

1 

22.6 

8.7 

1.2 

12 

29.9 

5 

30.1 

Mitchell  Energy  &  Dev 

5 

37.2 

24.6 

1.2 

20 

13.0 

9.0 

9.2 

3 

38.8 

3 

30.9 

Superior  Oil 

6 

34.8 

12.4 

0.4 

25 

11.2 

6.4 

12.7 

10 

30.9 

6 

29.7 

Texas  Oil  &  Gas 

7 

32.4 

35.3 

0.5 

7 

16.0 

17.0 

13.2 

8 

32.1 

4 

30.7 

Tesoro  Petroleum 

8 

28.9 

13.4 

0.0 

8 

15.7 

10.2 

2.0 

16 

26.9 

10 

21.2 

Dorchester  Gas 

9 

27.7 

12.1 

0.8 

5 

17.0 

7.8 

1.5 

2 

81.4 

7 

26.2 

Ashland  Oil 

10 

27.5 

14.5 

0.5 

12 

14.4 

9.0 

2.0 

36 

15.4 

14 

18.3 

Pennzoil 

11 

27.4 

17.1 

0.6 

15 

13.6 

9.7 

8.1 

28 

17.9 

19 

14.7 

Belco  Petroleum 

12 

23.8 

20.2 

0.1 

3 

18.5 

15.4 

31.3 

39 

11.3 

9 

22.1 

MAPCO 

13 

22.5 

15.3 

0.8 

23 

12.4 

8.6 

4.2 

5 

34.5 

28 

8.4 

Natomas 

14 

22.1 

9.0 

0.9 

9 

15.6 

6.0 

6.2 

9 

31.4 

18 

15.2 

Louisiana  Land 

15 

21.6 

8.7 

0.4 

6 

17.0 

5.5 

6.0 

17 

25.9 

29 

6.8 

Atlantic  Richfield 

16 

21.3 

19.7 

0.4 

16 

13.6 

12.1 

6.3 

22 

22.3 

8 

22.4 

Murphy  Oil 

17 

21.2 

19.8 

0.3 

19 

13.0 

13.0 

6.1 

30 

17.3 

13 

19.6 

Crown  Central  Petroleum 

18 

20.7 

8.5 

0.5 

22 

12.6 

5.9 

1.0 

20 

22.8 

11 

20.6 

Holly  Corp 

19 

20.1 

18.8 

0.3 

11 

14.4 

12.3 

2.0 

14 

28.4 

16 

16.4 

Union  Oil  California 

20 

19.9 

19.8 

0.3 

14 

13.8 

14.1 

7.5 

38 

13.4 

20 

14.6 

Standard  Oil  Indiana 

21 

19.5 

16.9 

0.3 

13 

13.8 

11.5 

6.0 

27 

18.2 

21 

14.2 

Shell  Oil 

22 

18.8 

17.6 

0.3 

18 

13.2 

11.8 

8.1 

32 

16.8 

17 

16.C 

Sun  Company 

22 

18.8 

11.0 

0.4 

17 

13.2 

7.6 

3.5 

21 

22.4 

23 

12.9 

Getty  Oil 

24 

18.8 

14.9 

0.1 

10 

14.8 

11.1 

5.6 

19 

25.3 

12 

20.4 

Amerada  Hess 

25 

18.1 

7.0 

0.6 

21 

12.8 

4.6 

2.0 

34 

16.6 

24 

12.1 

Pacific  Resources 

26 

17.1 

6.6 

1.4 

29 

10.1 

5.0 

0.4 

15 

27.1 

22 

14.1 

Tenneco 

27 

16.7 

14.6 

0.7 

33 

9.6 

7.6 

5.1 

29 

17.7 

31 

6.1 

Suburban  Propane  Gas 

28 

16.4 

14.6 

0.5 

28 

10.2 

9.5 

2.9 

25 

19.7 

25 

12.C 

American  Petrofina 

29 

16.2 

10.4 

0.4 

26 

11.2 

8.0 

2.5 

35 

16.2 

32 

6.5 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 

t  Four-year  average.       tt  Three-year  average.       t  Four  year  growth       def:  deficit 
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IF  NO  TWO  COMPANIES  ARE  ALIKE, 
WHY  DO  SO  MANY  CORPORATE  LOANS 

LOOK  THE  SAME? 


If  we  relied  on  stock  and  standard  approaches  to  finance,  we  wouldn't  be  one  of  the 
world's  largest  banks  today.  At  Canadian  Imperial  Bank  Group,  we've  built  a  solid 
international  reputation  on  innovative  thinking.  And  that's  exactly  why  we've  be 
come  a  major  financial  force  in  America.  Not  only  have  we  tripled  our  commitment 
to  the  U.S.  and  opened  new  offices  across  the  country,  we  re  backing  up  every  one 
of  our  corporate  loans  with  fresh,  innovative  thinking.  After  all,  if  our  money  is  to  work 
harder  than  anyone  else's,  we  can't  afford  to  think  like  everyone  else.  Can  you? 

At  North  America's  seventh  largest  bank,  imagination  is  our  strongest  asset. 


Canadian  Imperial  Bank  Group 

CANADIAN  IMPERIAL  BANK  OF  COMMERCE  •  CALIFORNIA  CANADIAN  BANK 
CANADIAN  IMPERIAL  BANK  OF  COMMERCE  TRUST  COMPANY 


ATLANTA  •  CHICAGO  •  DALLAS  •  DENVER  •  HOUSTON  •  LOS  ANCELES  •  NEW  YORK  •  PITTSBURGH  •  PORTLAND  •  SEATTLE  ■  CALIFORNIA  CANADIAN  BANK  SAN  FRANCISCO  •  CANADIAN  IMPERIAL  BANK 
OF  COMMERCE  TRUST  CO   NEW  YORK  •  HONG  KONG  •  SINGAPORE  •  BEIMNG  •  MEXICO  CITY  •  PARIS  •  LONDON  •  TOKYO  •  ZURICH  •  MILAN  •  SYDNEY  •  SAO  PAULO  •  AMSTERDAM  •  BUENOS  AIRES  •  BIRMINGHAM 
FRANKFURT  »IAMAICA«  BAHRAIN-  TRINIDAD  •  TOBAGO  •  ST  LUCIA -ST  VINCENT  •  ANTIGUA  •  CAYMAN  ISLANDS  •  BAHAMAS  •  BARBADOS  •  HEAD  OFFICE  COMMERCE  COURT  TORONTO  M5L  IA2  CANADA 


Safari  time 


Variation  on  an  old  joke:  Where  does  a  500-rnillion- 
barrel  elephant  sleep  at  night?  An  elephant,  for  the 
uninitiated,  is  a  gigantic  oilfield,  like  Prudhoe  Bay  in 
the  Alaskan  North  Slope  or  Point  Arguello  off  the 
California  coast.  These  days,  elephants  are  an  endan- 
gered species;  experts  think  most  of  the  world's  remain- 
ing reserves  of  oil  lie  in  smaller  deposits  or  in  hard-to- 
get-at  formations. 

Lately,  elephant-hunting  has  taken  on  an  added 
urgency  because  U.S.  companies  badly  need  to  bulk 
up  their  proved  reserves,  which  even  at  today's  de- 
pressed production  levels  will  start  to  run  out  in  9.5 
years  (vs.  69  years  for  OPEC  countries).  At  the  same 
time,  drilling  costs  are  rising  and  companies  are 
holding  or  cutting  back  exploration  budgets  in  the 
face  of  slack  demand  for  crude.  What  does  this 
indicate?  "Companies  need  to  hit  more  often,  and 
they  need  to  hit  bigger,"  says  Stephen  Chamberlain  of 
the  American  Petroleum  Institute. 

The  best  elephant-hunting  is  not  onshore  in  the 
U.S.  and  probably  not  onshore  anywhere  else  in  the 
world.  Offshore,  the  Alaskan  North  Slope  is  still 
considered  a  hot  prospect;  experts  think  it  could  yield 
another  billion-plus  find  like  Prudhoe  Bay  and  several 
multimillion-barrel  fields.  Chances  are  also  good  off 
Indonesia  and  Australia,  where  geologists  think  lie  10 
billion  to  20  billion  barrels  yet  to  be  discovered;  or  off 


South  America,  central  and  southern  Africa  and  in  the 
North  Sea. 

Oilmen  are  also  excited  about  the  Cauvery-Goda- 
vari  basins,  off  the  west  coast  of  India,  which  last  year 
produced  both  oil  and  gas  after  years  of  being  consid- 
ered unproductive.  China,  both  onshore  and  offshore, 
is  largely  untested  but  last  year  was  the  subject  of 
furious  bidding  by  U.S.  and  foreign  companies  alike. 
Experts  think  the  bidding  will  remain  hot  and  heavy 
this  year. 

Trying  to  hit  bigger,  of  course,  means  bigger  risks. 
The  average  offshore  well  costs  $4  million — vs.  around 
$400,000  onshore — and  drilling  in  choppy  seas  and  sub- 
Arctic  temperatures  can  be  brutal. 

The  threat  of  future  expropriation  hangs  in  the  air, 
too,  whenever  U.S.  companies  drill  on  foreign  turf — 
although  the  world  political  environment  seems  to  be 
getting  friendlier.  After  a  disappointing  round  of  bid- 
ding early  last  year,  Brazil  is  revising  the  terms  of  its 
exploration  and  production  contracts.  Other  countries, 
like  Ecuador  and  the  Ivory  Coast,  are  extending  time 
periods  and  increasing  foreign  drillers'  share  of  the 
proceeds.  Says  John  Sawhill,  former  Deputy  Secretary 
of  Energy,  now  a  McKinsey  &  Co.  consultant:  "With 
new  loans  to  non-OPEC  developing  countries  declin- 
ing, those  governments  really  need  foreign  invest- 
ment." Good  news  for  elephant  hunters. — A.B. 


Energy 

Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  ca 

pital 

Sales 

Earnings 
per  share 

Company 

5-year 
rank 

5-year 
average 

latest 
12 

months 

debt/ 

equity 

ratio 

5-year 
rank 

5-year 
average 

latest 
12 

months 

net 

profit 

margin 

5-year 
rank 

5-year 
average 

5-year 
rank 

5-yeai 
averas 

Sigmor 

30 

16.0% 

def 

1.0 

24 

12.2% 

def 

def 

4 

37.7% 

30 

6.7°/ 

Marion 

31 

15.9 

def 

0.8 

27 

10.5 

def 

def 

6 

34.0 

33 

5.1 

Diamond  Shamrock 

32 

15.2 

12.6% 

0.5 

31 

9.8 

8.0% 

5.0% 

24 

19.7 

38 

-1.4 

Union  Pacific 

33 

14.3 

12.0 

0.4 

34 

9.2 

7.2 

6.3 

23 

21.4 

15 

16.8 

Kerr-McGee 

34 

14.2 

13.3 

0.5 

30 

9.8 

8.0 

5.3 

37 

14.2 

27 

8.7 

Quaker  State  Oil 

35 

13.8 

15.9 

0.4 

32 

9.7 

11.0 

4.0 

26 

18.9 

36 

2.6 

Empire 

36 

13.5 

12.2 

1.1 

35 

8.9 

7.4 

1.7 

18 

25.7 

26 

11.2 

Allied  Corp 

37 

12.0 

11.6 

0.3 

36 

8.2 

8.4 

4.4 

31 

17.1 

34 

4.8 

Coastal  Corp 

38 

11. fit 

7.9 

1.0 

38 

7.5t 

7.1 

0.8 

13 

29.8 

37 

-1.2 

Cities  Service 

39 

10.2 

8.0 

0.6 

37 

7.7 

5.8 

2.1 

33 

16.6 

35 

3.0 

United  States  Steel 

40 

5.7 

1.5 

0.3 

40 

5.0 

2.7 

0.6 

40 

10.0 

39 

-8.0 

Commonwealth  Oil  Rfg 

41 

def 

def 

13.5 

41 

def 

def 

def 

41 

2.5 

41 

D-D 

Medians 

19.5 

12.6 

0.5 

12.8 

8.0 

4.0 

22.4 

14.2 

Coal 

North  American  Coal 

1 

15.6% 

26.3% 

7.7 

2 

6.8% 

6.9% 

4.3% 

1 

13.2% 

1 

11.6°/ 

Eastern  Gas  &  Fuel 

2 

12.1 

14.9 

0.5 

1 

7.3 

8.3 

5.2 

2 

11.9 

2 

1.7 

Pittston 

3 

7.8 

7.7 

0.2 

3 

6.6 

6.4 

2:1 

3 

9.8 

3 

-15.0 

Westmoreland  Coal 

4 

0.4 

8.6 

0.4 

4 

1.5 

6.9 

2.4 

4 

4.6 

4 

-56.1 

Medians 

10.0 

11.8 

0.5 

6.7 

6.9 

3.4 

10.9 

-6.7 

Industry  medians 

18.8 

12.1 

0.5 

12.7 

8.0 

3.6 

19.7 

12.9 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
t  Four-year  average.    D-D:  deficit  to  deficit,    def:  deficit. 
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jfor  the  time  being.  In  fact,  one  reason 
'Standard  Oil  of  California  (Chevron) 
is  so  excited  about  its  piece  of  the 
; potential  billion-barrel  Point  Arguello 
(find  off  Santa  Barbara  is  that  the  oil 
iwon't  begin  to  flow  until  1986  or  so. 
"I  don't  quite  know  what  we'd  do 
with  it  now,"  says  Will  Price,  Chev- 
ron U.S.A. 's  senior  vice  president  for 
downstream  operations. 

What's  more,  the  taxman  plays  a 
i  role  in  spoiling  the  party  upstream. 
I  Oil  companies  traditionally  book 
their  profits  at  the  wellhead,  which  is 
why  windfall  profits  and  other  taxes 
take  up  to  67  cents  of  every  upstream 
dollar.  Downstream  operations, 
meanwhile,  benefit  from  the  tax 
breaks  that  derive  from  all  that  capital 
spending.  "And  if  Reagan  needs  extra 
tax  revenue  this  year  for  defense,  you 
can  bet  the  wellhead  is  one  of  the  first 
places  Congress  will  look,"  adds  ener- 
gy tax  specialist  Frank  Burke  Jr.  of 
Peat  Marwick.  Politicians,  apparent- 
ly, still  think  oil  companies  make 
|  "obscene"  profits. 

It's  timely,  too,  that  refining  and 
I  marketing  are  becoming  healthier 
i  than  at  any  time  in  memory.  The  fact 
is,  from  now  on  they  will  have  to  be. 
The  old  strategy,  of  course,  was  to 
absorb  losses,  if  necessary,  on  refining 
;  and  service  stations  in  order  to  maxi- 
mize production  upstream.  Now,  as 
I  analyst  Sanford  Margoshes  of  Shear- 
;  son/ American  Express  points  out, 
["each  segment  must  stand  on  its 
j  own."  Some  of  the  smarter  companies 
!  realized  that  long  ago.  Shell  was  one 
of  the  first  to  spend  big  on  refinery 
upgrading — some  $400  million  in  the 
1960s  on  its  plants  in  Texas,  Louisi- 
ana and  Missouri.  Shell  and  Exxon 
were  early  to  convert  service  stations 
to  self-service. 

Every  year  the  mix  of  crudes  gets 
heavier  and  sourer.  That's  especially 
true  of  reserves  that  lie  offshore  and  in 
the  virgin  provinces,  like  China, 
where  U.S.  companies  are  increasing- 
ly involved  (see  box,  opposite).  So  oil- 
men know  it's  too  soon  to  claim  abso- 
lute victory  downstream.  They  know, 
for  example,  that  at  least  another  mil- 
lion barrels  in  refining  capacity  could 
go  over  the  next  few  years,  and  that 
competition  for  a  shrinking  gasoline 
dollar  will  only  get  worse,  especially 
from  nonoil-company  retailers  like  7- 
Eleven  owner  Southland  Corp.,  which 
.  is  installing  pumps  at  its  ubiquitous 
I  convenience  stores.  "All  we're  going 
to  do  in  the  near  future,"  says  Shell 
Fuels  Logistics  Manager  Leonard 
Goldstein,  "is  continue  to  learn  to  do 
more  with  less."  These  days  that's 
certainly  nothing  to  apologize  for.  ■ 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of 
these  securities.  The  offering  is  made  only  by  the  Prospectus. 

New  Issue 


600,000  Shares 


Equitable  Bancorporation 

Adjustable  Rate  Cumulative  Preferred  Stock,  Series  A 


(Liquidation  Preference  $50  Per  Share) 


Price  $50  Per  Share 

(Plus  accumulated  dividends,  it  any,  from  date  of  original  issue) 


Dividend  Rate  through  March  31, 1983  at  11.75%  per  annum 

After  March  31,  1983,  the  dividend  rate  will  be  reset  quarterly  It  will  be  equal  to  .25% 
below  the  Applicable  Rate  The  Applicable  Rate  tor  each  dividend  period,  determined 
in  advance  of  such  period,  will  be  the  highest  ot  the  Treasury  Bill  Rate,  the  Ten  Year 
Constant  Maturity  Rate  or  the  Twenty  Year  Constant  Maturity  Rate  However,  the 
dividend  rate  for  any  dividend  period  will  in  no  event  be  less  than  7%  per  annum 
or  greater  than  15%  per  annum 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement 
is  circulated  from  only  such  of  the  underwriters,  inc  luding  the  undersigned, 
as  may  lawfully  offer  the  securities  in  such  State 


Blyth  Eastman  Paine  Webber 

Incorporated 

Donaldson,  Lufkin  &  Jenrette 

Security  Corporation 

E.  F.  Hutton  &  Company  Inc. 
Lehman  Brothers  Kuhn  Loeb 

Incorporated 


Bear,  Stearns  &  Co. 

The  First  Boston  Corporation 
Drexel  Burnham  Lambert 

Incorporated 

Kidder,  Peabody  &  Co. 


Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 
Lazard  Freres  &  Co. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce.  Fenner  &  Smirh  Incorporated 

Prudential-Bache  L.  F.  Rothschild,  Unterberg,  Towbin  Shearson/American  Express  Inc. 

Securities 

Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc. 

Incorporated  A.  G.  Becker 

Dean  Witter  Reynolds  Inc.  Alex.  Brown  &  Sons  Oppenheimer  &  Co.,  Inc. 


Legg  Mason  Wood  Walker 

Incorporated 


Novembet  24,  1982 


Baker,  Watts  &  Co. 


Don't  mates  your  mail 
come  looking  for  you. 


If  you  don't  notify  everybody  at 
least  one  month  before  you  move, 
some  of  your  favorite  mail  may 
spend  a  lot  of  time  looking  for  your 
new  address. 

You  can  pick  up  a  free  Change- 
of- Address  Kit  at  the  Post  Office    f  ^ 


to  make  notifying  even  easier. 

Also,  be  sure  to  look  in  magazines 
and  use  the  convenient  change-of- 
subscription  form  as  welL 

Moving  should  be  an  enjoyable 
experience.  But  it  won't  be  fun  if 
your  mail  gets  left  behind. 


Let  everybody  know  where  you're  moving  to. 


)  USPS  1981 
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Whatever  happened  to  IJVG  as  an  alternative 
energy  supply?  Its  just  about  dead — except  for 
one  enormous  albatross  around  the  neck  of 
Texas'  Panhandle  Eastern  Corp. 


Natural  gas 


By  William  Baldwin 


Back  in  the  early  Seventies,  it 
seemed  to  make  sense.  In  retro- 
spect, it  was  one  of  the  worst 
ideas  ever:  Buy  up  trillions  of  cubic 
feet  of  liquefied  natural  gas  in  Algeria 
and  ship  it  to  the  U.S.  in  special  refrig- 
erated tankers. 

In  September  Panhandle  Eastern,  a 
Houston-based  pipeline  company,  be- 
gan taking  deliveries  of  Algerian  LNG 
under  a  contract  that  runs  for  another 
20  years.  If  the  contract  holds  up,  the 
company  will  be  spending  $1.1  billion 
a  year  for  energy  that  is  worth  only 
$750  million  a  year  to  the  U.S.  But 
there's  a  fair  chance  that,  under  orders 
from  the  Federal  Energy  Regulatory 
Commission,  the  project  will 
meet  the  same  fate  as  an  ear- 
lier one  by  El  Paso  Co.  and  be 
scrapped.  That  would  leave 
only  one  working  LNG  im- 
port deal:  a  small  project  run 
near  Boston  by  Cabot  Corp. 
and  supplying  only  winter 
peak-load  gas. 

How  did  Panhandle  get 
into  this  mess?  It  was  only 
responding  to  the  tortured 
economics  of  federal  gas  reg- 
ulation. First  there  were 
three  decades  of  price  ceil- 
ings, which  so  discouraged 
exploration  that  by  the  mid- 
Seventies  the  U.S.  had  a  bad 
natural  gas  shortage.  That 
was  followed  by  a  partial  deregulation 
in  1978,  which  tempted  the  pipelines 
to  overpay  for  new  supplies  because 
the  cost  could  be  rolled  into  a  base  of 
old  gas  maintained  at  artificially  low 
prices.  Now  there's  a  gas  glut. 

If  Panhandle  honors  the  contract,  it 
will  be  paying  just  under  $4  per  thou- 
sand cubic  feet  (mcf)  for  LNG  in  Alge- 
ria, having  it  hauled  to  the  U.S.  and 


converting  it  back  into  gas  to  be  in- 
jected into  one  of  its  pipeline  systems 
in  Lake  Charles,  La.  All  in  all,  trans- 
portation and  regasification  would 
add  about  $3  per  mcf  to  the  price,  for  a 
total  price  tag  of  just  over  $7,  on  a 
contract  volume  of  165  billion  cubic 
feet  a  year. 

Panhandle  doesn't  like  to  talk 
about  that  $7  cost.  Why?  Because  the 
gas  is  worth  only  about  $4.50  at  the 
burner  to  the  many  industrial  users 
who  can  burn  low-grade  fuel  oil  in- 
stead. Panhandle  focuses  on  its  aver- 
age selling  price  which  would  range 
from  $3.79  to  $4.38  if  FERC  permitted 
recovery  of  the  LNG  outlays.  Even 
with  a  distributor's  markup,  those 
prices  are  competitive  with  fuel  oil  in 


Liquefied  nets  tanker  arriving  at  Lake  Charles,  La. 
An  expensive  way  to  fuel  industrial  boilers. 


many  areas. 

But  economists  argue  that  average 
costs  are  the  wrong  way  to  look  at  an 
energy  supply.  What  matters  is  mar- 
ginal costs:  what  the  last  drop  of  ener- 
gy costs  to  get,  what  the  last  customer 
in  line  is  willing  to  pay.  The  fact  re- 
mains, says  Henry  Jacoby  of  MIT,  that 
the  LNG  deal  displaces  $4.50  fuel  oil 
with  $7  imports.  It's  irrelevant  that 


Panhandle  has  some  cheap  supplie: 
too,  or  that  Panhandle  gas  is  used  b 
some  homeowners  to  whom  it  may  b 
worth  $10.  The  only  possible  ratic 
nale  for  taking  the  LNG,  Jacoby  say: 
is  the  expectation  that  if  the  Algerian 
are  overpaid  now,  they  will  gratefull 
furnish  bargain  gas  in  five  or  te: 
years,  when  the  U.S.  may  be  desperat 
for  additional  supplies. 

That  doesn't  seem  likely.  In  the  eai 
lier,  and  since  scuttled,  LNG  deal,  th 
Algerians  stung  El  Paso  Co.  with  a 
attempted  200%  price  increase  afte 
El  Paso  and  its  three  pipeline  custorr 
ers  had  spent  over  $1  billion  on  LN( 
tankers  and  port  facilities.  And  onl 
last  summer — even  as  the  U.S.  wa 
drowning  in  a  gas  glut — the  Algerian 
forced  Panhandle  to  agree  t 
a  70%  acceleration  in  th 
rate  at  which  the  $4  bas 
price  escalates  with  futur 
crude-oil  prices. 

If  the  energy  is  worth  $4.5 
per  mcf  in  the  U.S.  and  cost 
$3  to  get  here,  it  is,  logically 
worth  only  $1.50  FOB  Algt 
ria.  But  it's  unlikely  the  A. 
gerians  would  agree  to  a  drae 
tic  price  cut,  since  they  ar 
probably  spending  at  least  $ 
an  mcf  just  to  liquefy  the  ga; 
"With  few  exceptions,  LNC 
projects  don't  make  an 
sense,"  says  Bijan  Mossavai 
Rahmani,  a  former  Irania: 

  delegate  to  OPEC  who  i 

now  at  Harvard.  Utilities  and  indue 
trial  users  on  the  Panhandle  syster 
agree:  They  are  asking  FERC  to  inval 
date  the  Algerian  contract. 

But  getting  rid  of  the  albatross  wil 
mean  big  writeoffs  on  both  sides  of  th 
Atlantic.  On  this  side,  there  is  th 
$150  million  annual  cost  of  mothball 
ing  and  amortizing  Panhandle's  Lak 
Charles  terminal,  plus  the  near-tota 
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ansportation 


I  strong  foundation  for  growth. 


»k  to  Santa  Fe  Indus- 
s  for  strength  in  four 
ic  businesses.  We're 
Iding  today  to  pre- 
e  for  tomorrow's 
wth. 

)ur  rail,  truck  and 
eline  transportation 
works  provide  a 
ad  base  in  transpor- 
on  and  will  play  an 
reasingly  important 
5  in  meeting  our 
ion's  needs  for  effi- 
tit  and  economical 
isportation. 


Our  natural  resources 
activities  include  petro- 
leum and  hard  minerals 
exploration  and  devel- 
opment. We're  actively 
searching  for  oppor- 
tunities in  coal,  uranium 
and  other  minerals. 
We're  also  exploring 
and  developing  new  oil 
and  gas  deposits  with 
onshore  operations  and 
through  participation  in 
joint  ventures  offshore. 

With  655,000  acres  of 
timberland,  our  forest 


products  operations 
are  well-positioned  to 
supply  plywood,  lum- 
ber, particleboard,  and 
other  wood  products  to 
markets  both  here  and 
overseas. 

Our  extensive  real 
estate  holdings  provide 
industrial  sites  and 
commercial  real  estate 
development,  while  our 
construction  subsidiary 
serves  the  expanding 
cities  throughout  the 
Sun  Belt. 


When  you  look  ahead, 
you'll  find  Santa  Fe 
Industries  leading  the 
way  in  growth.  For  more 
information,  please  write 
for  a  copy  of  our  annual 
report. 


Santa  Fe  Industries,  Inc. 
Department  333 
224  South  Michigan  Avenue 
Chicago,  Illinois  60604 


Consumer 
Orientation 

No.  20  in  a  Series 
of  Technical  Papei 


Subject:  Introduction  of  the  928S.  At  F 

New  Power.  New  Performance.  New  our  phllo; 

Parameters  of  Comfort  and  Luxury  }°  des,9n'  u 

in  Porsche  s  Finest.  TU  dUC6'  and  constant|y  j 

The  new  928S  embodies  this  tradil 

is  the  proud  successor  to  the  928.  Consider  its  alu 
alloy  V-8  engine.  Displacement  has  been  increased  to  4 
And  output  has  been  raised  to  234  hp.  On  the  track,  with  manual  transr 
the  928S  accelerates  from  CHo  50  mph  in  5.2  seconds.  And  it  has  a  maximum  s 
146  mph.  The  928S'  transaxle  design  produces  balanced  front-to-rear  weight  for  in 
cornering  and  balanced  braking.  And  it  creates  a  high  polar  moment  of  inertia  for  increased  dir< 
control.  The  928S'  uniqueWeissach  rear  axle  optimizes  rear-wheel  alignment  during  deceleration 


ind  while 

lering.  A  kine- 

c  effect  changes 

out  to  toe-in  in  no  more 

i  0.2  seconds  to  control  oversteer.  The 


Porsche  928 S 


S'  aerodynamic  design  includes  integral  front 

rear  spoilers  to  reduce  lift  and  improve  road  holding.  Inside, 

idard  equipment  includes:  An  adjustable-tilt  steering  column  and 

ument  cluster.  Power  steering.  Power  disc  brakes.  A  power  driver's  seat.  And  a 

ice  of  5-speed  manual  or  new  4-speed  automatic  transmission.  Priced  at  $43,000,* 

new  928S  is  Porsche's  finest.  For  your  dealer,  pqrschE+AUDI 

toll-free:  (800)  447-4700.  In  Illinois,  (800)  322-4400.  nothing  evbn  comesclose 


loss  of  $375  million  sunk 
in  two  U.S. -owned  LNG 
tankers.  The  company 
could  make  a  strong  case 
that  it  shouldn't  pay  the 
entire  tab  since,  after  the  gas  shortages 
of  the  past  decade,  government  regula- 
tors and  utilities  egged  the  pipelines 

Natural  gas 


on  in  a  pay-anything  hunt  for  supplies: 
deep-well  gas,  gas  from  coal  and  im- 
ported LNG.  In  fact,  some  of  the  same 
users  complaining  about  the  high- 
price  gas  now  are  also  involved  in  $2 
billion  worth  of  lawsuits  against  var- 
ious pipelines  for  the  gas  curtailments 
in  the  Seventies.  Damned  if  you  do, 


damned  if  you  don't. 

Panhandle's  problem  looks  like  a 
disaster  for  almost  all  involved — but 
not  quite  all.  There  are  80  parties  and 
intervenors  in  the  federal  proceed- 
ings, and  plenty  to  fight  over.  It 
means,  says  one  FERC  attorney, 
"megadollars  for  the  lawyers."  ■ 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  ca 

pital 

Sales 

per  share 

latest 

Juki  / 

aeDi/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

averajj 

Producers  and  pipeliners 

Panhandle  Eastern 

! 

20.1% 

17.9% 

0.8 

3 

10.5% 

9.2% 

7.0% 

3 

26.9% 

3 

14.1°/ 

SONAT 

2 

19.7 

20.9 

0.6 

1 

11.5 

11.3 

7.6 

5 

25.2 

2 

16.0 

Transco  Energy 

a 
j 

20.9 

1.0 

Q 
O 

8.1 

9.0 

4.2 

1 

32.0 

1 

17.8 

Texas  Eastern 

A 

i  a  ft 

I  o.o 

16.1 

0.5 

c 

D 

9.7 

7.9 

3.9 

6 

23.2 

5 

13.1 

Texas  Gas  Transmn 

c 
3 

1  ft  7 

17.6 

0.5 

A 
** 

10.5 

10.2 

3.9 

7 

22.1 

4 

13.6 

ENSERCH 

6 

18.3 

18.0 

0.6 

2 

10.9 

11.2 

4.8 

2 

27.1 

6 

10.4 

Tenneco 

7 

16.7 

14.6 

0.7 

6 

9.6 

7.6 

5.1 

9 

17.7 

7 

6.7 

Midcon 

8 

14.3 

14.3 

0.5 

7 

8.9 

9.4 

4.0 

4 

25.5 

8 

6.4 

El  Paso 

V 

0.4 

19.7 

1.4 

o 

4.9 

8.2 

2.7 

8 

19.9 

9 

-20.2 

Medians 

18.7 

1  /  .V 

u.o 

9.7 

9.2 

25.2 

13.1 

Pipeliners  and  distributors 

Celeron 

1 

36.2% 

24.8% 

0.3 

1 

22.5%tt  15.6% 

6.7% 

1 

40.2%  t 

1 

36.5°/, 

Pioneer 

2 

31.1 

18.6 

0.5 

3 

16.9 

10.7 

5.8 

4 

22.5 

3 

21.8 

United  Energy  Resources 

28.5 

24.4 

0.3 

2 

19.1 

16.0 

3.8 

2 

33.7 

2 

28.3 

Houston  Natural  Gas 

4 

25.0 

24.8 

0.3 

4 

15.4 

16.6 

8.3 

5 

22.5 

4 

19.1 

Valero  Energy 

5 

21.3 

T  A  A 

24 .4 

U.o 

5 

10.6 

11.3 

A  T 
4.2 

11 

18.7 

D-P 

Arkla 

6 

20.3 

21.6 

0.4 

6 

10.5 

11.4 

7.4 

6 

22.4 

6 

11.5 

InterNorth 

7 

18.3 

15.1 

0.5 

7 

10.5 

9.2 

5.0 

8 

20.2 

7 

10.9 

Am  Natural  Resources 

18.2 

21.7 

0.9 

g 

9.1 

9.5 

5.7 

3 

22.6 

5 

11.9 

Northwest  Energy 

9 

15.7 

5.0 

0.8 

9 

8.6 

3.8 

1.7 

7 

20.6 

8 

9.5 

Columbia  Gas  System 

10 

13.9 

13.5 

0.8 

11 

7.8 

7.7 

3.7 

10 

19.3 

9 

6.9 

Mountain  Fuel  Supply 

11 

13.0 

1  C  A 

1  j. 4 

U./ 

10 

8.4 

9.3 

7  Q 

/  .0 

9 

20.0 

10 

4.7 

Medians 

20.3 

21.6 

0.5 

10.5 

10.7 

5.7 

22.4 

11.7 

Distributors 

Entex 

1 

25.5% 

21.6% 

0.7 

1 

13.3% 

11.5% 

4.2% 

1 

27.5% 

1 

20.6°/J 

Oneok 

2 

19.6 

1  0  0 

n  7 

U.  f 

2 

11.4 

12.6 

2 

23.7 

2 

11.2 

Southern  Union 

3 

18.0 

9.1 

0.5 

3 

10.3 

6.8 

2.2 

5 

21.9 

7 

9.1 

Kansas-Neb  Nat  Gas 

4 

17.4 

15.9 

0.6 

6 

8.8 

8.0 

5.1 

8 

20.0 

12 

6.3 

Diversified  Energies 

5 

15.6 

14.2 

0.5 

4 

9.9 

10.1 

3.0 

7 

20.7 

9 

8.6 

NICOR 

6 

15.2 

10.7 

0.6 

8 

8.2 

5.9 

4.3 

9 

19.8 

11 

7.6 

Brooklyn  Union  Gas 

7 

14.9 

16.7 

0.7 

5 

8.8 

10.1 

5.2 

14 

18.2 

3 

10.3 

Peoples  Energy 

8 

14.7 

15.0 

0.8 

13 

7.3 

7.6 

3.0 

11 

18.5 

13 

5.3 

Laclede  Gas 

9 

13.7 

14.6 

0.7 

11 

7.7 

8.5 

3.2 

16 

17.1 

8 

9.0 

Consol  Natural  Gas 

10 

13.7 

14.6 

0.5 

7 

8.3 

9.0 

5.1 

13 

18.3 

5 

10.0 

Pacific  Lighting 

11 

13.5 

12.1 

0.9 

10 

7.9 

7.6 

2.6 

4 

22.3 

4 

10.2 

UGI 

12 

12.9 

11.3 

0.7 

9 

8.0 

7.3 

3.8 

3 

23.0 

6 

9.1 

National  Fuel  Gas 

13 

12.0 

13.3 

0.7 

12 

7.6 

8.3 

3.4 

17 

16.6 

10 

7.8 

WICOR 

14 

10.8 

7.9 

0.7 

1.8 

15 

17.8 

16 

3.4 

Gas  Service 

15 

10.3 

6.7 

0.7 

14 

6.3 

5.3 

1.0 

12 

18.4 

14 

4.5 

Atlanta  Gas  Light 

16 

10.2 

6.0 

0.8 

15 

6.2 

5.0 

1.4 

6 

21.9 

17 

2.9 

Washington  Gas  Light 

17 

9.5 

10.1 

0.8 

16 

6.0 

6.4 

3.0 

19 

15.6 

15 

4.2 

No  Indiana  Pub  Svc 

18 

8.0 

5.1 

0.8 

17 

5.2 

4.7 

3.7 

10 

19.0 

18 

-8.2 

Primark 

19 

5.0 

5.5 

0.9 

18 

3.7 

3.8 

1.0 

18 

16.4 

19 

-15.0 

Medians 

13.7 

12.1 

0.7 

8.0 

7.6 

3.2 

19.0 

7.8 

Industry  medians 

15.7 

15.1 

0.7 

8.9 

9.0 

4.0 

20.7 

9.3 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 

f  f  Three-year  average    tFour-year  growth.    D-P:  deficit  to  profit,  not  ranked    **Not  available;  not  ranked 
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Free  and  nappy 


W hat  would  happen  if  the  gas  pipelines, 
traditionally  regulated  utilities,  operated 
in  a  free  market?  Take  $3.2  billion  (sales) 
Houston  Natural  Gas,  whose  earnings  per 
share  have  climbed  at  a  24%  compound  rate 
over  the  past  decade  and  whose  return  on  equi- 
ty hasn't  dipped  below  20%  for  five  years. 

Three-fourths  of  HNG's  business  is  running 
a  pipeline  entirely  within  Texas,  and  is  thus 
subject  to  the  benign,  hands-off  authority  of 
the  Texas  Railroad  Commission  rather  than 
Washington  bureaucrats.  HNG  buys  from 
more  than  a  thousand  well  owners,  often  in 
competition  with  other  pipelines  crisscrossing 
Texas.  It  sells  mostly  to  industrial  users,  often 
competing  with  other  pipelines  or  other  fuels. 
Customers  representing  nearly  half  HNG's 
1.6-billion-cubic-foot-a-day  load  could  easily 
switch  to  fuel  oil  if  provoked. 

Under  the  circumstances  it  makes  sense  for 
HNG  to  insulate  itself  from  market  fluctu- 
ations and  make  its  living  off  the  spread — an 
average  42-cents-per-mcf  markup  last  year 
above  its  average  $3.28  cost.  "We've  been  oper- 


ating in  a  free  market  for  a  long  time,"  says 
James  Walzel,  president  of  the  HNG  pipeline 
subsidiary.  He  adds:  "We  haven't  entered  into 
a  gas  purchase  in  the  last  seven  years  without  a 
market-out  clause."  That's  a  clause  that  lets 
HNG  lower  its  price  if  market  conditions  dic- 
tate. (The  well  owner  is  allowed  to  reject  the 
lower  price  and  have  HNG  transport  the  gas  to 
another  buyer.)  Only  in  the  past  two  years,  by 
contrast,  have  the  troubled  interstate  pipelines 
had  the  foresight — they  say,  the  bargaining 
power — to  get  market-out  clauses. 

Walzel  says  the  interstates  got  caught  in  $8 
and  $9  contracts  because  of  a  preoccupation 
with  extending  their  reserves,  which  average 
about  nine  years'  consumption.  HNG's  re- 
serve ratio  is  barely  half  that.  "If  you  price 
yourself  out  of  the  market,"  he  says  wryly, 
"and  your  sales  go  down  to  zero,  why,  right 
before  you  go  broke  you  have  a  wonderful 
reserve  index. 

"We  have  never  curtailed  a  customer,"  Wal- 
zel boasts.  Few  of  the  big  reserves  interstate 
lines  could  say  as  much. — W.B. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

November  30,  1982 

6,000,000  Apache  Depositary  Units 

Jkjmm  apache 

£  PETROLEUM 
WpTW  COMPANY 


Price  $20.25  per  unit 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State 


E.  F.  Hutton  &  Company  Inc. 

Dean  Witter  Reynolds  Inc. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Piper,  Jaffray  &  Hopwood 

Incorporated 


It 's  not  enough  to  make  an  alarmist  case  yet, 
but  there  s  plenty  of  evidence  that  the  Japanese 
are  casting  a  serious  eye  on  the  oil  patch. 


Oilfield  drillers 
and  services 


lifted,  says  Wright,  "I  would  think 
they  would  think  again,  because  the 
market  is  bad."  He  pauses.  "I  guess 
I'm  hoping  so." 

But  you  thought  the  U.S.  still  domi- 
nated in  oilfield  supplies?  Maybe  so, 
but  the  business  is  hardly  devoid  of 
Japanese  suppliers  today.  Giant  Mit- 
sui and  Mitsubishi  make  offshore 
drilling  rigs,  platforms  and  equip- 
ment. Tsukamoto  Seiki  sells  drill  bits 


By  Toni  Hack 


One  of  the  most  unsettling  as- 
pects of  the  Reagan  Adminis- 
tration's Russian  pipeline  em- 
bargo, says  M.  A.  (Mike)  Wright, 
chairman  of  Cameron  Iron  Works, 
was  that  "we  started  getting  reports 
that  the  Japanese  suddenly  became 
very  interested  in  selling  oilfield 
equipment."  Now  that  the  embargo  is 


("Not  very  good  ones,"  says  an  Ameri- 
can) outside  the  U.S.;  Oyo  Instru 
ments,  a  Houston  company  mostly 
Japanese-owned,  makes  geophones 
Tubular  goods  such  as  pipe  and  casing 
are  made  by  the  likes  of  Nippon  Ko- 
kan  K.K.  "There's  now  a  decidec 
brand  preference  by  some  buyers  foi 
Japanese  tubulars,"  warns  John  Kur- 
fess  of  Booz,  Allen.  "The  scary  thinj 
is  how  fast  the  Japanese  convinced  the 


Oilfield  drillers  and  services 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

5-year 
rank 

5-year 
average 

latest 
12 

months 

debt/ 

equity 

ratio 

5-year 
rank 

5-year 
average 

latest 
12 

months 

net 

profit 

margin 

5-year 
rank 

5-year 
average 

5-year 
rank 

5-yes 
aver. 

L  B  Foster 

1 

75.9% 

6.3% 

0.8 

15 

14.1% 

7.9% 

1.7% 

18 

12.5%  it 

20 

5.9 

Schlumberger 

2 

36.0 

32.7 

0.1 

1 

33.4 

31.3 

22.7 

9 

24.8 

1 

32.8 

Geo  International 

3 

32.2 

12.3 

0.3 

2 

24.8 

10.6 

4.3 

7 

27.4 

6 

25.1 

Western  Co  No  Amer 

4 

30.3 

23.9 

1.5 

19 

13.4 

10.7 

11.1 

1 

36.7 

2 

32.7 

Parker  Drilling 

5 

27.6 

24.6 

0.6 

8 

17.5 

15.6 

12.4 

3 

32.7 

3 

29.5 

Baker  International 

6 

25.8 

25.9 

0.3 

3 

18.9 

20.9 

9.8 

6 

31.9 

4 

28.3 

Kaneb  Services 

7 

24.8 

28.2 

0.9 

16 

14.0 

14.6 

13.1 

2 

35.6 

16 

14.0 

Petrolane 

8 

24.8 

23.9 

0.4 

6 

17.9 

17.4 

5.3 

12 

20.8 

13 

18.7 

Cameron  Iron  Works 

9 

23.3 

25.3 

0.5 

10 

16.2 

17.3 

12.2 

14 

18.2 

.7 

22.8 

SEDCO 

10 

22.8 

63.9 

0.6 

17 

13.8 

34.2 

46.3 

19 

11.2 

10 

19.5 

Tidewater 

11 

21.9 

21.6 

0.5 

14 

14.4 

13.0 

14.5 

11 

22.8 

18 

12.9 

Smith  International 

12 

21.8 

18.9 

0.2 

4 

18.2 

15.4 

10.0 

8 

26.4 

8 

21.7 

Halliburton 

13 

21.8 

18.4 

0.2 

5 

18.1 

15.4 

7.3 

16 

16.1 

14 

17.3 

Hughes  Tool 

14 

21.7 

18.0 

0.4 

7 

17.8 

12.8 

12.0 

4 

32.4 

5 

27.3 

Reading  &  Bates 

15 

21.4 

23.0 

0.8 

18 

13.5 

13.3 

18.2 

13 

18.7 

11 

19.5 

NL  Industries 

16 

20.8 

24.4 

0.4 

11 

15.4 

17.4 

11.5 

21 

8.7 

12 

19.2 

Rollins 

17 

20.3 

17.7 

0.2 

9 

17.1 

14.7 

8.1 

17 

13.8 

19 

12.4 

Big  Three  Industries 

18 

19.6 

18.0 

0.3 

12 

14.9 

12.8 

12.4 

10 

23.9 

9 

21.0 

Dresser  Industries 

19 

17.9 

13.2 

0.2 

13 

14.6 

11.7 

5.6 

15 

16.4 

17 

13.5 

Zapata 

20 

15.8 

25.9 

0.9 

20 

8.7 

13.0 

17.7 

20 

9.7 

15 

17.1 

McDermott 

21 

10.3 

13.0 

0.2 

21 

7.3 

8.5 

4.0 

5 

32.4 

21 

-5.4 

Industry  medians 

21.9 

23.0 

0.4 

15.4 

14.6 

11.5 

22.8 

19.5 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
tFour  -year  growth.    $tThree-year  growth. 
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oil  companies  that  they  were  superior 
[in  oil  pipe]." 

In  times  like  these,  this  is  the  last 
thing  the  U.S.  industry  needs.  The 
number  of  oil  and  gas  rigs  working  in 
the  U.S.,  where  the  majority  of  the 
free  world's  wells  are  drilled,  has  been 
almost  halved  from  a  late-1981  peak 
of  4,530.  On  average,  only  about  2,600 
rigs  will  be  at  work  this  year.  Profit 
margins  have  collapsed,  workers  are 
laid  off,  brand-new  capacity  sits  idle. 
And  now  the  Japanese? 

To  be  sure,  the  Japanese  cannot  be- 
come a  major  force  overnight.  So  far, 
they  have  only  a  tiny  fraction  of  a 
total  market  dominated  by  well-en- 
trenched names  like  Cameron,  Halli- 
burton and  Schlumberger.  Take  Japan 
Steel  Works,  for  example.  It  supplies 
raw  materials  for  "Christmas  trees" 
and  other  oilfield  products  and  has  "a 
very  strong  interest"  in  making  com- 
plete oil  tools,  according  to  Shinji 
Mima,  JSW's  vice  president  in  Hous- 
ton. But  "everything  is  slow  now,"  he 
says,  and  the  company  has  no  con- 
crete plans  yet.  Even  then,  figures 
Mima,  it  will  take  maybe  three  years 
to  get  a  product  to  market. 

But  as  Peter  Mailandt,  a  strategic 
planner  for  U.S.  Steel's  Oilwell  divi- 
sion, points  out,  "The  Japanese  have 
the  advantage  of  taking  time.  They 
don't  have  to  pay  attention  to  quarter- 
ly profits.  If  it  takes  20  years  to  break 
the  market,  so  be  it." 

That's,  of  course,  how  the  Japanese 
broke  into  electronics — first  licensing 
the  technology  to  learn  it,  then  im- 
proving it,  and  finally  making  techno- 
logical breakthroughs  themselves. 
"There's  a  lot  of  experience  and 
knowhow  involved"  in  oilfield  equip- 
ment, says  Mitsunori  Aoyama,  depu- 
ty general  manager  of  Mitsubishi  In- 
ternational. "Blow-out  preventers, 
fishing  tools,  testing  equipment, 
valves — these  things  we  wouldn't  try 
to  do  by  ourselves  at  this  point." 

The  Japanese  will  probably  focus 
their  marketing  efforts  not  on  the  U.S. 
but  on  Russia,  which  has  38%  of  the 
world's  gas  reserves  and  over  9%  of  its 
oil,  and  China,  the  last  great  virgin 
territory.  Neither  has  much  motiva- 
tion to  buy  American.  In  China,  Japan 
has  already  proven  its  desire  to  help 
hunt  for  oil  with  a  $400  million  explo- 
ration commitment  and  a  $260  mil- 
lion low-interest  loan  signed  last  Sep- 
tember. It's  a  safe  bet  that  where  the 
Japanese  national  oil  company  goes, 
so  go  Japanese  suppliers. 

What's  a  poor  oilfield  supplier  to 
do?  Just  what  he  does  in  any  competi- 
tive market,  like  the  one  that  exists 
today:  "Cut  costs  and  get  into  tech- 
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nology,"  exhorts  Pru- 
dential-Bachc  analyst 
James  Horan  In  fact, 
look  for  most  U.S.  man- 
ufacturers to  be  cutting 
everything  but  research  and  develop- 
ment. That's  an  amount  that  varies 
all  over  the  lot.  Halliburton  spends 
less  than  1%  of  sales  on  R&D,  while 


Baker  International,  NL  Industries 
and  Hughes  Tool  spend  less  than  2% 
apiece.  On  the  otber  hand,  Schlum- 
berger,  which  is  often  considered  as 
much  a  high-tech  outfit  as  an  oilfield 
supplier,  spends  nearly  3%,  while  Te- 
leco  Oilfield  Services  (see  box,  below) 
and  Gearhart  Industries,  which 
carved   their  niches   right   out  of 


The  right  tack 


Ralph  F.  Spinnler  knows  how  an 
upstart  can  steal  a  march  on  a 
market  leader — even  a  superb  com- 
pany like  Schlumberger  (estimated 
1982  sales,  $6.5  billion),  which  so 
dominates  its  market  that  well 
logs  are  generically  called  "slum- 
ber jays."  Spinnler's  tiny  Teleco 
Oilfield  Services  (estimated  1982. 
sales,  $50  million)  was  able  to  mar- 
ket a  measurement-while-drilling 
(MWD)  system  in  1978,  two  years 
before  Schlumberger.  Now,  of  all 
MWD  systems  in  the  field,  some 
85%  are  Spinnler's  babies. 

Spinnler,  43,  had  helped  Ray- 
mond Industries  devise  rugged 
components  for  nuclear  weapons 
before  Raymond  put  him  to  work 
in  1969  on  MWD  technology,  in 
what  later  became  the  spunoff  Te- 
leco. Six  oil  companies  provided 
research  funds.  "Some  of  the  oil 
people,"  says  Spinnler,  "told  us 
frankly  they  wanted  to  see  some- 
one compete  with  Schlumberger." 
Other  research  funds  came  from 
the  French  national  oil  company, 


Societe  Nationale  Elf  Aquitaine. 
Raymond  now  owns  24%  and  Elf 
34%  of  Meriden,  Conn. -based  Te- 
leco, which  went  public  in  1979. 
Teleco  went  into  the  black  that 
year  and  earned  around  80  cents  a 
share  in  1982. 

Spinnler  figures  that  Teleco, 
with  eight  offices  worldwide  and 
another  to  open  soon,  serves  25% 
of  the  directional  drilling  market, 
MWD's  major  use  so  far.  He  will 
have  to  add  more  services  to  make 
the  system  worthwhile  for  other 
kinds  of  drilling;  he  plans  to  spend 
$8  million  to  $9  million  on  R&D 
this  year,  less  than  a  tenth  of  what 
Schlumberger  spends  overall. 

Nevertheless,  investors  who 
think  Teleco  will  hold  its  own 
have  kept  the  stock  up  recently  at 
17  times  1982  earnings.  Are  they  in 
for  a  disappointment  long  term? 
Spinnler,  who  races  sailboats  in  his 
spare  time,  is  confident:  "It's  like 
sailing.  Once  you're  out  in  front, 
you  can  stay  in  front  if  you  work 
hard  enough  on  it." — T.M. 


Teleco  owns  some  85%  of  all  measurement-while:drilling  systems  in  the  field 
"Oil  people  wanted  to  see  someone  compete  with  Schlumberger." 


Schlumberger's  flank,  spend  14%  and 
4%,  respectively.  Over  at  Newport 
Beach,  Calif. -based  Smith  Interna- 
tional, Chief  Executive  Jerry  Neely 
has  increased  R&D  spending  from 
1.8%,  when  he  took  over  in  1976,  to 
around  2.4%  today. 

The  last  few  years  have  spawned 
plenty  of  new  technology.  Measure- 
ment-while-drilling, known  as  MWD, 
is  the  hot  research  spot  for  virtually 
every  major  oilfield  supplier.  It  used  to 
be  that  when  a  driller  wanted  to  mea- 
sure whether  his  well  was  on  course, 
he  had  to  pull  out  two  or  three  miles  of 
pipe  and  bit  and  lower  instruments  by 
wireline.  It  took  an  hour  to  16  hours, 
time  paid  for  whether  the  rig  drills  or 
sits  idle.  An  MWD  device  stays  in  the 
hole  and  takes  its  bearings  in  just  a 
couple  of  minutes.  Engineers  are 
working  to  make  MWD  devices  that 
transmit  myriad  data,  from  the  condi- 
tion of  the  bit  to  the  character  of  the 
rock  formation.  The  next  step,  now 
more  imagined  than  researched, 
would  be  devices  to  telegraph  com- 
mands down  to  bottom-hole  tools. 
William  Maurer,  who  directs  oil-tools 
research  at  Maurer  Engineering  in 
Houston,  believes  that  MWD  devices 
in  tandem  with  down-hole  motors  and 
new  synthetic  diamond  bits  could  gar- 
ner as  much  as  50%  of  all  drilling 
within  the  next  ten  years. 

Companies  like  Schlumberger  and 
Galveston-Houston  are  bringing  com- 
puter technology  to  the  oil  patch. 
G-H's  new  drilling  console  uses 
microprocessors  to  stop  the  traveling 
block  (on  which  the  drill  pipe  is  hung) 
at  preset  points  and  to  calculate  ton- 
mile  wear  on  the  wireline.  "Right 
now  our  instruments  deal  primarily 
with  pneumatics,"  says  William 
Love,  vice  president  for  drilling  and 
equipment.  "To  extend  further  in  the 
market,  we'll  have  to  get  further  into 
electronics." 

In  fact,  it  may  be  that  kind  of  new 
and  better  technology,  some  bor- 
rowed from  other  fields,  that  will  help 
stave  off  the  Japanese  or  any  other 
foreign  threat.  "The  threat  is  not  just 
Japan,"  warns  U.S.  Steel's  Mailandt, 
"but  also  England,  with  its  govern- 
ment financing,  and  Korea  and 
Taiwan."  Says  one  analyst  with  some 
wonderment:  "I've  even  got  a  letter 
on  my  desk  from  a  Chinese  company 
making  rock  bits." 

There  was  a  day  when  those  little 
transistor  radios  from  Japan  were 
thought  cute,  perhaps  clever,  but 
hardly  ill  omens  for  giant  U.S.  elec- 
tronics companies.  American  oilfield 
suppliers  can't  afford  to  rest  on  their 
technological  laurels.  ■ 
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Hollywood  made  The  Great  Escape  from 
AW.  Vogtle's  World  War II exploits.  Today 
Vogtle  is  a  utility  CEO  who  hasn 't  lost  his 
inclination  for  striking  when  the  iron  is  hot. 


Electric 
utilities 


By  Subrata  N.  Chakravarty 

Some  industries  hit  bottom  and 
istart  back  up  at  the  unlikeliest 
times.  Take  electric  utilities. 
Their  long-term  return  on  equity  still 
isn't  anything  to  get  excited  about, 
true.  But  in  the  most  recent  12 
months,  utilities  outperformed  U.S. 
industry  by  a  significant  margin  right 
in  the  middle  of  the  recession. 

What's  ahead  now?  Forbes  sat 
down  with  A.W.  Vogtle,  chairman  of 
Atlanta-based  Southern  Co.,  the  na- 
tion's largest  investor-owned  electric 
utility  in  terms  of  assets.  Vogtle 
boasts  a  distinction  few  corporate  ex- 


ecutives can  claim:  The  character 
played  by  Steve  McQueen  in  the  1963 
film  The  Great  Escape  was  loosely 
based  on  Vogtle's  exploits  at  Stalag 
Luft  III  in  World  War  II.  After  37 
years,  Vogtle  still  has  an  eye  for  op- 
portunities ahead.  And  unlike  some 
other  utility  CEOs,  he  sees  plenty. 

In  the  midst  of  the  deepest  recession 
since  the  Great  Depression,  the  electric 
utilities  have  performed  better  than  their 
historical  averages.  Why  is  that? 
Vogtle:  It  undoubtedly  reflects  in- 
creased rate  allowances  by  the  public 
service  commissions.  If  that's  the 
case  then,  of  course  earnings  for  all  of 


the  utilities  will  be  up.  You  may  find 
some  falloff  in  demand  for  electricity 
because  of  conservation,  but  at  least 
we're  getting  perhaps  a  fair  price  for 
what  we're  selling. 

How  has  Southern  Co.  fared  with  the 
public  service  commissions? 
Vogtle:  We're  coming  off  a  period  of 
very  poor  treatment,  in  some  in- 
stances what  might  be  called  zero  rate 
allowances.  But  in  our  case,  it's  not  so 
much  commission  activity  that  has 
helped  recently  as  the  courts.  These 
commissions  are  subject  to  the 
courts,  after  all,  and  the  courts  have 
been  more  than  cognizant  that  the 


lectric  utilities 
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-^-^V^-J  commissions  have  failed 
■y^aa£=S'    miserably  in  doing  what 

y\  they  should  do. 

r — ^  I     //  «  generally  believed 

that  the  electric  utility  industry  is  now  a 
no-growth  industry.  Do  you  agree? 
Vogtle.  No.  Let  me  put  it  in  perspec- 
tive. There  are  some  industries  that 
don't  care  what  the  peak  demand  is, 
because  they  simply  can't  afford  to 
meet  it.  Take  railroads.  They  will 
know  that  at  a  certain  time  of  the  year 
they  should  have  available  X  number 
of  cars  if  it's  going  to  meet  the  load. 
But  that  peak  is  very  high;  it's  so 
expensive  to  furnish  all  these  cars 
that  the  railroads  will  say,  "We'll  do 
the  best  we  can,  but  if  we  can't  meet 
it,  we  can't  meet  it;  that's  all  there  is 
to  it." 

Well,  suppose  utilities  adopted  that 
reasoning  and  hit  the  peak  season 
with  200,000  customers — or  a  mil- 
lion— totally  out  of  power.  You  can 
imagine  the  public  relations  problems 
we'd  have — let  alone  the  problems 
we'd  have  under  the  conditions  of  our 
franchise.  So  we  have  always  assumed 
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that  we  have  to  meet  that  peak,  what- 
ever it  may  be  and  whenever  it  occurs. 

The  way  we're  looking  at  it  now, 
the  peak  is  expected  to  grow  at  least 
3%  a  year  for  the  foreseeable  future.  If 
that  is  the  case,  and  I  believe  it  may  be 
even  too  conservative,  then  the  de- 
mand on  our  systems  will  double  by 
the  year  2005.  We're  going  to  have  to 
have  twice  the  plant,  just  to  meet 
expected  growth. 

Isn't  a  growth  rate  of  3%  rather  opti- 
mistic, given  the  amount  of  conservation 
in  electric  usage  in  recent  years? 
Vogt/e.  No.  It's  not  unreasonable. 
From  1973  to  1980,  the  economy  grew 
2.4%.  That's  not  exactly  robust.  But 


What  will  we  do  with  all  the 
capacity  we're  building? 
The  answer  to  a  maiden's 
prayer  is  that  we've  got  a 
market — our  neighboring 
states,  where  utilities  are 
less  fortunately  situated. 
They  were  using  oil  and  gas 
as  a  fuel,  while  our  capac- 
ity is  mostly  coal-fired.  It 
gives  us  a  bank  for  our  pow- 
er until  we  have  a  need. 


even  in  those  horrible  times  electric 
usage  grew  3%.  So  I  think  we're  on 
sound  ground  when  we  make  that  as- 
sumption of  3%  growth.  You  have  to 
believe  that  at  some  point  the  econo- 
my is  going  to  improve,  and  the  whole 
future  of  our  economy  is  tied  to  the 
production  of  electricity  as  the  best 
use  of  the  energy  that  we  have  today. 

Southern  Co.  has  a  reserve  margin — 
the  difference  between  demand  and  in- 
stalled capacity — of  over  30%.  You  also 
have  the  highest  debt  ratio  in  the  industry. 
Yet  you're  planning  to  spend  over  $5 
billion  in  the  next  five  years,  half  of  it  to 
be  borrowed,  to  add  6  million  kilowatts 
of  capacity.  Why? 

Vogtle.  Back  before  the  oil  embargo, 
we  were  ready  to  go  with  23  million 
kilowatts  of  additional  capacity.  This 
was  a  real  growth  area  then;  we  were 
going  up  8%  to  9%  a  year,  sometimes 
even  higher.  Then  all  of  a  sudden  here 
comes  OPEC  and  there  goes  demand. 
We  figured  that  out  of  that  total  23 
million  kilowatts,  we  could  cancel  8 
million  kilowatts  without  any  big 
loss  of  investment.  We  decided  to  de- 
lay another  9  million.  We're  continu- 
ing with  the  rest  of  it,  and  the  reason 
is  that  it  was  the  cheapest  way  to  go.  If 
you  just  quit  building  and  demand 
grows  at  3%,  it  will  nibble  at  your 


FORBES,  JANUARY  3,  1983 


-bracket  imcstors: 


EArn  High  Tax-Free  Yiei  m 
Wrm  Saeeiy  Oe  Principal 


For  those  in  higher  tax  brackets, 
the  T.  Rowe  Price  Tax-Exempt  Money 
Fund  can  be  especially  rewarding.  Its 
high  current  yield  is  free  from  Federal 
Income  Tax. 

And  you  enjoy  these  important 
money  market  fund  advantages: 

•  Constant  share  value. 

•  Daily  liquidity. 

•  Free  checkwriting 
over  $500. 

•  No  penalty  for  early 
withdrawal. 

•  Free  exchange  with 
other  T.  Rowe  Price 
Funds. 


•  Minimum  initial  investment  of  only 
$2,000. 

•  No  sales  charge. 
Call  Now 

For  Today's  High  Yield 
TOLL  FREE  1-800-638-5660. 
In  Maryland  1-800-492-1976 
In  Baltimore  547-2308 

riRowEr^E 

T  Rowe  Price  Marketing,  Inc.  Dept.  A76 
100  E.  Pratt  St.,  Baltimore,  MD  21202 
Please  send  me  a  prospectus  on  your  Tax-Exempt 
Money  Fund  with  more  complete  information, 
including  management  fee  and  other  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest. 


~1 


The  Rends  principal  is  not 
insured,  and  its  yield  will 
fluctuate  as  market  conditions 
change.  Income  may  be  sub- 
ject to  state  and  heal  taxes. 


I_ 


Name  

Address. 

City  

State  


.  Zip_ 


Is  your 
nest  egg 

11  1  ^^T"   mutual  funds,  et 

m  WO  \r  strategy.  They  ai 

lying  there? 


A  surprisingly  large  number  of  people  have 
their  IRA  and  Keogh  accounts  tied  up  in  fixed- 
rate  or  low-return  programs — and  some  do 
not  realize  they  can  transfer  or  "roll-over" 
those  accounts  to  another  type  of  pro- 
gram. We  offer  four  different  no-load 
mutual  funds,  each  with  a  slightly  different  investment 
strategy.  They  are  not  designed  for  everyone,  of  course. 

But  maybe  you'll  find  one 
that  intends  to  do  more 
than  just  let  your  nest  egg 
lie  there. 

Want  to  know  more?  For  more  complete  information  about  Twentieth  Century's 
funds  (Growth  Investors,  Select  Investors,  Ultra  Investors,  and  U.S.  Govern- 
ments) including  charges  and  expenses,  send  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

No-Load  Mutual  Funds  for  IRA,  Keogh,  and  403B  Accounts 

Please  send  a  free  prospectus  to: 


Name  . 


Address  . 
City  


Stale   Zip  . 


P.O.  Box  200,  Kansas  City,  Missouri  64141 -(816)  531-5575 


105 


convert  the  deliveries  to  our  own  cus- 
tomers. By  that  time  very  likely  we'll 
have  a  need.  And  all  of  this  without 
having  to  build  any  new  plant  other 
than  what  we  are  already  building. 

In  the  meat i time,  however,  most  oth- 
er utilities  have  improved  their  profit- 
ability because  they  cut  back  far  more 
sharply  on  new  construction.  What  is 
going  to  happen  to  them  if  demand 
continues  to  grow? 

Vogtle.  I  would  say  they're  going  to 
suffer  increased  cost  of  construction 
if,  as  and  when  they  start  building 
new  plants.  Either  that  or  just  not 
serve  the  load.  ■ 


Electric  utilities 

Yardsticks  of  management  performance 


Profitability 
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Return  on  equity 
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rank 
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Southeast 

TECO  Energy 

1 

14.3% 

1 0.9% 

0.8 

7 

6.7% 

5.6% 

6.9% 

5 

16.0% 

2 

7.6° 

Duke  Power 

2 

13.6 

13.6 

0.8 

1 

7.4 

7.6 

16.4 

12 

12.9 

1 

8.2 

Florida  Power  &  Lt 

3 

13.3 

14.6 

0.9 

6 

6.7 

7.1 

9.3 

2 

17.0 

3 

7.5 

Middle  south  utils 

4 

12.7 

13.7 

1.2 

2 

7.0 

7.7 

11.1 

1 

18.0 

8 

2.8 

Carolina  Pwr  &  Lt 

5 

12.4 

13.0 

0.8 

5 

6.8 

6.9 

15.0 

9 

14.5 

6 

3.7 

Baltimore  Gas  &  Elec 

6 

12.1 

12.8 

0.9 

3 

6.9 

7.2 

10.8 

11 

13.7 

4 

4.5 

Potomac  Elec  Power 

7 

11.9 

12.9 

0.8 

4 

6.8 

7.0 

10.9 

13 

12.2 

5 

4.3 

Florida  Progress 

8 

11.9 

10.8 

0.9 

10 

6.1 

5.6 

6.1 

3 

16.3 

7 

3.4 

So  Carolina  E  &  G 

9 

11.7 

10.9 

1.0 

9 

6.2 

6.1 

10.1 

6 

15.5 

9 

2.1 

Southern  Company 

10 

11.1 

13.9 

1.1 

13 

5.8 

6.6 

9.2 

8 

14.6 

10 

-0.2 

Louisville  Gas  &  Elec 

11 

10.4 

10.6 

0.8 

12 

5.9 

5.7 

8.2 

4 

16.3 

12 

-0.8 

Va  Electric  &  Power 

12 

9.9 

10.7 

1.1 

8 

6.3 

6.5 

11.7 

7 

15.3 

11 

-0.5 

Kentucky  Utilities 

13 

9.4 

13.2 

0.9 

11 

5.9 

7.0 

11.1 

10 

14.0 

13 

-2.4 

Medians 

11.9 

12.9 

0.9 

6.7 

6.9 

10.8 

15.3 

3.4 

Southwest 

Southwestern  Pub  Svc 

1 

17.6% 

19.2% 

0.9 

3 

7.8% 

8.1% 

13.0% 

4 

19.4% 

4 

4.7'! 

Central  &  South  West 

2 

14.8 

14.9 

0.7 

5 

7.7 

8.0 

10.4 

6 

17.8 

3 

6.4 

Texas  Utilities 

3 

14.7 

16.7 

0.8 

2 

8.1 

8.9 

13.3 

3 

19.5 

1 

7.3 

Houston  Industries 

4 

14.1 

15.5 

0.8 

4 

7.7 

8.0 

7.5 

1 

29.2 

2 

6.8 

Arizona  Public  Service 

5 

14.0 

15.4 

0.9 

1 

8.6 

9.3 

22.0 

7 

17.5 

5 

3.4 

Gulf  States  Utils 

6 

12.5 

11.8 

1.1 

6 

6.8 

7.3 

11.9 

2 

19.6 

6 

3.0 

Oklahoma  Gas  &  Elec 

7 

11.8 

16.2 

0.8 

7 

6.3 

8.0 

11.9 

5 

18.6 

7 

0.4 

Medians 

14.1 

15.5 

0.8 

7.7 

8.0 

11.9 

19.4 

4.7 

West 

Southern  Calif  Edison 

1 

13.0% 

15.4% 

0.9 

3 

7.8% 

8.9% 

12.6% 

9 

15.9% 

2 

4.4° 

Pacific  Pwr  &  Lt 

2 

12.9 

14.6 

1.2 

5 

7.3 

7.9 

14.5 

1 

24.1 

5 

3.6 

Montana  Power 

3 

12.8 

14.8 

0.8 

4 

7.5 

7.8 

13.8 

7 

19.2 

3 

4.3 

Pacific  Gas  &  Elec 

4 

12.5 

15.8 

0.8 

1 

8.1 

9.4 

11.7 

8 

17.4 

4 

4.0 

San  Diego  Gas  &  Elec 

5 

12.0 

17.4 

0.9 

2 

8.0 

10.4 

10.9 

3 

21.3 

7 

1.4 

Hawaiian  Electric 

6 

11.6 

14.1 

0.7 

8 

6.6 

7.6 

5".  8 

4 

20.6 

6.8 

Portland  Genl  Elec 

7 

11.4 

17.5 

1.3 

7 

7.2 

9.4 

25.2 

5 

20.3 

8 

0.1 

Utah  Power  &  Light 

8 

11.4 

11.8 

0.9 

6 

7.2 

7.1 

16.0 

2 

22.5 

6 

1.8 

Public  Service  Colo 

9 

10.7 

13.0 

0.9 

9 

6.3 

7.1 

7.4 

6 

20.0 

9 

-1.0 

Medians 

12.0 

14.8 

0.9 

7.3 

7.9 

12.6 

20.3 

3.6 

Industry  medians 

12.3 

13.8 

0.9 

6.9 

7.2 

11.2 

14.7 

3.4 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note 

Explanation  of  Yardsticks  calculatio 

ns  on  page 

SO. 

reserve  until,  sooner  or 
•  ^""^(^  ^  later,  you've  got  to  start 
r^//§~/1  building  more  plant.  If 

it's  on  a  crash  basis  you 
(-^m  1  might  have  to  put  in 
combustion  turbines,  an  expensive 
way  to  go.  But,  whatever  you  do,  it's 
probably  going  to  cost  a  lot  more  than 
it  would  if  you  go  ahead  and  finish  it 
today.  The  capacity  we're  building 
will  cost  $1,000  per  kilowatt.  A  unit 
that  you  start  in  service  in  the  early 
1990s  will  cost  $2,500  per  kilowatt. 

All  right  then,  what  do  we  do  with 
the  power?  The  answer  to  a  maiden's 
prayer,  in  a  manner  of  speaking,  is 
that  we  have  a  market.  And  the  mar- 


ket is  in  our  neighboring  states,  where 
utilities  were  less  fortunately  situat- 
ed— meaning  that  they  were  using  oil 
and  gas  as  a  fuel,  while  our  capacity  is 
mostly  coal-fired.  So  we  decided  that 
we  could  sell  this  power  to  our  neigh- 
bors, saving  them  hundreds  of  mil- 
lions of  barrels  of  oil  and  billions  of 
cubic  feet  of  gas,  saving  their  custom- 
ers millions  of  dollars  in  fuel  costs, 
and  still  make  money  for  ourselves. 
And  that's  exactly  what  happened.  It 
meant  a  lot  to  our  earned  income.  It 
also  gives  us  a  bank  for  the  power. 
The  contracts  are  structured  so  that  in 
most  cases  after  a  period  of  years  we 
can  stop  sending  that  power  out  and 
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Jong  Seh  Lee  came  here 
to  learn  city  planning. 

We  think  hefc  learning  a 
whole  lot  more. 


For  Jong  Seh  Lee,  the  short- 
est path  between  his  home  in 
Seoul,  Korea  and  his  chosen 
career  went  through  the  Uni- 
versity of  Pennsylvania,  in 
Philadelphia. 

There,  he's  pursuing  grad- 
uate studies  in  urban  engineer- 
ing with  some  of  the  world's  fore- 
most authorities  on  the  subject. 

For  Jong  Seh  Lee,  studying 
in  this  country  was  a  long- 
cherished  dream.  And  making 
it  possible  is  an  ITT  Interna- 
tional Fellowship. 

Jong  Seh  Lee  was  one  of  5 1 
Fellows  last  year— half  of  them 
foreign  graduates  who  came 
here  to  study,  the  other  half 
Americans  who  went  abroad. 

Since  this  innovative  fellow- 
ship program  began  nine 
years  ago,  over  500  young  men 
and  women  have  been  helped 
along  in  their  careers,  which 
have  ranged  from  teaching  of 
history  to  the  engineering  of 
modern  architecture. 

To  these  gifted  youngsters, 
ITT  Fellowships  offered  a 
unique  opportunity  to  learn 
more  about  their  chosen  fields. 

But  to  us,  their  ITT  Fellow- 
ships have  always  had  still  an- 
other purpose:  to  give  some  of 
the  world's  future  leaders  an 
opportunity  to  learn  something 
about  Americans. 

And  equally  important, 
Americans  about  them. 


The  best  ideas  are  the  |  1X1 1X1 
ideas  that  help  people.  J.  -L  JL 
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Exporting  used  to  be  something  everyone 
talked  about  but  only  a  few  forest  companies 
did  anything  about.  Now  structural  changes 
are  forcing  the  world  view. 


Forest  products 


By  Kathleen  K.  Wiegner 

T|  he  eruption  of  Mt.  St.  Helens 
over  two  years  ago  left  Weyer- 
haeuser Co.  with  68,000  acres  of 
trees  nature  had  harvested  at  the 
worst  possible  time — as  the  forest 
products  industry  entered  its  most  se- 
vere depression  since  the  1930s.  What 
to  do  with  those  massive  volumes  of 
wood  when  housing  starts  for  the  last 
two  years  have  run  at  around  1  mil- 
lion, the  lowest  since  1946?  Answer: 
Ship  them  to  Japan. 

In  fact,  Chairman  George  Weyer- 
haeuser has  said  that  "in  large  mea- 


sure it  has  been  international  trade 
that  allowed  us  to  keep  running 
here."  If  the  company  had  not  been 
able  to  ship  overseas  about  45%  of  the 
specialty  plywood,  43%  of  the 
bleached  paperboard,  nearly  half  of 
the  newsprint  and  30%  of  the  logs 
from  the  Mt.  St.  Helens  salvage,  it 
might  have  been  in  very  serious  trou- 
ble indeed. 

That's  a  dramatic  example  of  a  pro- 
found change  in  the  fundamentals  for 
West  Coast  producers  of  wood  and 
paper  like  Weyerhaeuser,  Crown  Zel- 
lerbach,  Potlatch  and  Louisiana-Pacif- 
ic. Western  mills,  in  fact,  have  been 


cut  off  from  markets  east  of  the  Rocky 
Mountains.  One  measure  of  that  is 
that  even  in  1978,  a  boom  year  for 
housing,  the  Pacific  Northwest  lum- 
ber and  plywood  industry  operated  be- 
low capacity. 

Why?  It  costs  as  much  to  move  a 
unit  of  lumber  from  Washington  State 
to  Phoenix  as  it  does  to  ship  it  to 
Osaka,  Japan  because  of  rising  rail 
rates.  Moreover,  because  the  Jones 
Act  requires  the  use  of  higher-price 
U.S.  shipping,  British  Columbia  can 
send  wood  east  cheaper  than  Wash- 
ington can.  That  has  aided  the  devel- 
opment of  interior  Canada's  forest 


Loading  lumber  at  Weyerhaeuser 's  Longview,  Wash.  mill.  Next  stop.  Osaka.  Japan 

Some  45%  of  Weyerhaeuser's  tree  harvest  in  the  Northwest  now  goes  to  offshore  markets. 
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products  industry  and  the  resurgence 
of  the  South  as  a  major  wood  basket. 

Add  to  that  the  recession — and 
questions  about  what  kind  of  housing 
industry  will  emerge  from  it — and  the 
big  western  forest  companies  have  a 
lot  to  think  about.  In  the  past,  they 
largely  concerned  themselves  with 
supply — investing  heavily  in  growing 
more  and  better  trees  and  using  more 
and  more  of  the  wood  in  finished 
products.  Now  the  concern  is  with 
demand. 

That  demand,  companies  like 
Weyerhaeuser  are  convinced,  increas- 
ingly lies  overseas  in  wood-short 
countries  like  Korea,  Japan,  Taiwan 
and  even  China  (see  box,  p.  110).  "We 
have  the  forests,  the  deep-water  ports, 
I  the  capacity  to  be  a  consistent  low- 
,  cost,  long-term  supplier,"  argues  Rob- 
,  ert  Myhr,  manager  of  international 
projects  for  Weyerhaeuser,  which  last 
year  exported  over  $900  million  in 
newsprint,  lumber,  plywood,  pulp, 
logs  and  wood  chips.  The  company 
now  has  eight  ships  on  long-term 
charter,  two  designed  to  send  liner- 
board  and  newsprint  to  Asia,  six  to 


orest  products 


sail  to  Western  Europe.  In  a  joint  ven- 
ture with  Japan's  second-biggest  pa- 
permaker,  Jujo  Paper,  the  Longview, 
Wash,  mill  now  exports  around  50% 
of  its  400,000-metric-ton  newsprint 
capacity  to  Japan.  When  Weyerhaeu- 
ser first  started  exporting,  20  years 
ago,  it  was  sending  mostly  pulp  and 
logs  overseas,  but  today  half  of  its 
shipments  are  finished  products  like 
newsprint  and  lumber. 

For  smaller  companies,  a  forced 
strategy  is  often  a  way  to  crack  the 
export  business.  Last  year  Potlatch 
Corp.  exported  $80  million  to  $90 
million  worth  of  bleached  board, 
which  is  turned  into  milk  or  juice 
cartons.  This  year  Potlatch  expects 
that  total  to  grow  by  8%  to  10%.  In 
the  U.S.,  demand  for  these  cartons  is 
mature,  but  in  Japan,  Australia,  Mexi- 
co and,  increasingly,  Korea,  the  mar- 
ket is  still  growing,  says  James  Col- 
lier, vice  president  of  marketing  for 
Potlatch's  pulp,  paperboard  and  pack- 
aging group.  In  Japan,  for  example, 
they  are  used  not  only  for  milk  but 
soy  sauce  and  even  sake. 

Another  company,  Great  Northern 


Nekoosa,  is  building  a  $540  million 
pulp  mill  in  Mississippi  and  plans  to 
ship  roughly  50%  of  production  over- 
seas. "Exports  will  be  more  and  more 
important,"  says  Robert  Hellendale, 
Great  Northern's  president.  "The 
Scandinavians  won't  be  significantly 
expanding  their  pulp  mills  because 
their  forests  can't  support  more  capac- 
ity." International  Paper,  which  ex- 
ported around  $450  million  in  liner- 
board,  bleached  board  and  market  pulp 
last  year,  has  geared  its  Pineville,  La. 
mill  to  exports.  St.  Regis  and  Union 
Camp  are  also  pursuing  exports. 

"Europe  has  a  limited  wood  supply 
for  incremental  growth,"  points  out 
John  Fery,  chairman  of  Boise  Cascade. 
"Raw  material  and  capital  availability 
will  limit  further  expansion  and  mod- 
ernization." Moreover,  as  the  less-de- 
veloped countries  develop,  they're  not 
going  to  build  $500  million  pulp  and 
paper  mills.  Why  spend  half  a  billion 
dollars  even  if  you  have  the  wood? 
And  most  don't.  As  their  standard  of 
living  increases,  growing  wood  needs 
will  come  out  of  this  continent." 

But  the  world  is  by  no  means  just 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
def:  deficit. 
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there  for  the  taking. 
American  companies  ex- 
ported $8  billion  worth 
of  forest  products  in 
1981,  but  they  were  far 
from  the  dominant  sup- 
pliers. So  far,  the  U.S.  provides  less 
than  20%  of  the  forest  products  in 
world  trade.  Canada,  Scandinavia  and 
Brazil  supply  80%  of  pulp  imports; 
Canada,  Eastern  Europe  and  Scandi- 
navia, 82%  of  lumber  imports. 

Some  of  the  reasons  for  this  lacklus- 
ter performance  are  familiar:  Japan  and 
Europe  impose  both  tariff  and  nontar- 
iff  barriers,  and  some  developing  coun- 
tries with  forests  favor  local  produc- 
tion over  imports.  But  in  large  mea- 
sure, U.S.  forest  companies,  like  many 
U.S.  companies,  have  never  made  an 
allout  effort.  Because  the  U.S.  market 
was  so  large,  most  companies  looked 
to  exports  only  when  they  had  excess 
production  or  when  the  economy 
slowed.  "Some  companies  used  the 
export  market  as  just  another  opportu- 
nity," says  Weyerhaeuser's  Myhr. 
"But  if  you're  going  to  do  it,  you  must 
commit  for  the  long  term." 

That  can  mean  capital  investment. 
For  example,  Japan's  high-speed 
presses  and  the  use  of  color  even  on 
the  front  page  of  newspapers  require  a 
special  grade  of  newsprint.  Japanese 
construction  uses  wood  cut  to  dimen- 
sions different  from  standard  two-by- 
four  lumber  and  four-by-eight  ply- 
wood. Even  plywood  standards  are 
different  in  Japan. 

Japan  is  important  because  it  is  the 
major  market  for  most  companies. 
Weyerhaeuser  alone  sold  over  $500 
million  there  in  1981.  But  the  market 
potential  is  even  more  important.  Ja- 
pan is  the  world's  second-largest  con- 
sumer of  plywood,  for  example,  but  of 
the  $4.5  billion  used  in  1980  (the  last 
good  Japanese  housing  year),  the  U.S. 
supplied  only  $2.2  million.  Histori- 
cally, about  a  third  of  Japan's  wood 
needs  have  come  from  Southeast 
Asia,  but  Indonesia  and  the  Philip- 
pines are  trying  to  constrain  exports 
of  their  hardwood  logs  to  promote  do- 
mestic conversion.  And  Japan's  paper 
industry  is  ailing,  hit  with  high  costs 
for  energy  and  raw  materials.  That 
could  mean  opportunity  for  the  U.S.' 
lower-cost  producers. 

The  worldwide  recession  and  the 
strength  of  the  dollar  mean  that  ex- 
ports are  a  long-term  solution  but  not 
a  short-term  fix.  Exports  have  not  pre- 
vented the  dividend  cuts  and  asset 
sales  many  forest  companies  have 
used  to  stay  alive.  Nor  is  there  any- 
thing to  prevent  companies  from  los- 
ing interest  again  when  the  U.S.  mar- 


ket picks  up.  But  if  they  do,  it  might 
be  a  big  mistake.  Canada,  Russia,  Bra- 
zil, Chile  and  even  New  Zealand  rec- 
ognize the  world  market  potential 
and  are  exploiting  it.  Like  many  an- 


other U.S.  industry,  forest  products 
companies  are  coming  to  realize  that 
exports  are  no  longer  mere  icing  on 
the  cake,  but  part  of  the  formula  for 
survival.  ■ 


The  new  China  hands 


Y'ou  don't  need  to  be  a 
heavyweight  to  crack  the  export 
market.  Take  little,  $200  million 
(sales)  privately  owned  Menasha 
Corp.  of  Neenah,  Wis.  It  primarily 
makes  corrugated  containers,  but 
it  also  owns  96,000  acres  of  prime 
Douglas  fir  in  Washington  and  Or- 
egon, which  it  has  been  selling  to 
other  mill  operators  for  15  years. 

With  the  current  depression  in 
the  forest  products  industry,  how- 
ever, more  and  more  sawmills  shut 
down.  Menasha  decided  it  had  to 
find  other  markets  or  those  trees 
would  sit  there  as  scenery.  "We 
pulled  out  of  the  domestic  timber 
market  altogether  in  1981,"  says 
William  Lansing,  general  manager 
of  land  and  timber,  "and  probably 
would  have  last  year.  But  we  found 
a  market  window  where  we  could 
enter." 

The  window  opened  on  China.  In 
1982,  70%  of  Menasha 's  logs,  13 
million  board  feet,  went  to  the  Peo- 
ple's Republic — the  first  exports  in 
Menasha's  133-year  history. 

Because  China  has  been  buying 
logs  from  the  West  Coast  for  only 
about  three  years,  there  are  still  a 
lot  of  uncertainties.  So  rather  than 
sell  direct,  Menasha  turns  its  logs 
over  to  a  broker  who  deals  with  the 
Chinese.  "That  means  we  pay  a 


brokerage  fee,"  says  Lansing,  "but 
the  security  is  worth  the  price." 

At  present,  Weyerhaeuser  is  the 
biggest  exporter  of  logs  to  China. 
ITT's  Rayonier  division  and  Bur- 
lington Northern  are  also  big  Chi- 
na traders.  Like  Menasha,  so  many 
smaller  companies  have  been 
jumping  in  that  competition  drove 
the  price  of  logs  down  30%  during 
the  last  nine  months.  "Everyone  is 
trying  to  stuff  as  much  wood  as 
they  can  into  China's  pocket," 
says  Lansing  ruefully. 

The  fact  is,  though,  it  has  be- 
come a  necessity  for  Menasha, 
which  still  cannot  sell  its  logs  lo- 
cally at  a  reasonable  price.  And 
Lansing  believes  that  Menasha  is 
in  a  better  position  than  many  of 
its  competitors  because  it  owns 
trees  but  no  mills.  Owning  a  saw- 
mill often  means  cutting  trees  just 
to  keep  the  mill  running  even 
when  pricing  is  bad.  "We  can 
watch  the  market  and  stay  out 
when  the  price  is  no  good,"  says 
Lansing.  Menasha's  founders,  who 
started  out  over  a  century  ago  mak- 
ing wooden  pails  and  washtubs, 
might  be  a  little  startled  to  find 
their  successors  supplying  timber 
to  China.  But  times  change,  and 
smart  companies  change  with 
them.— K.K.W. 


The  South  Light  takes  on  logs  bound  for  China 
"Wefound  a  market  window  where  we  could  enter. 
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Today,  Manville  can  operate 
profitably  using  only  half 
its  productive  capacity 


Ours  is  now  one  of  the  most  efficient 
companies  in  the  world,  thanks  to  months 
of  radical  surgery. 

Starting  nearly  two  years  ago,  we 
looked  hard  at  our  markets  and  competi- 
tion, concluded  that— in  our  chief 
executive's  words— "our  company's  world 
has  changed  forever,"  and  acted  to 
make  the  changes  the  new  world  required. 

Marginal  plants  were  closed,  outmoded 
equipment  scrapped.  Staffing  was  pared 
to  the  bone.  And  break-even  dropped  from 
over  60%  of  capacity  utilization  to  50%. 

The  result:  Plants  and  people  that  are 
fundamentally  strong,  up-to-date,  and 
fully  prepared  to  double  productivity 
very  quickly. 

Three  more  fundamental  strengths: 

Abundant  natural  resources.  700,000 
acres  of  timberland  in  Texas,  Arkansas, 
Louisiana  and  Brazil,  as  well  as  the 
minerals  beneath  them;  plus  perlite  and 
diatomite  mines  in  New  Mexico, 
California,  Mexico,  France,  Spain  and 
Iceland. 

Marketable  products.  Like  paperboard  for 


beverage  cartons;  fiber  glass  mat  for 
shingles;  fiber  glass  and  other  energy- 
saving  insulations;  filters  that  clarify 
foods,  drinks,  medicines-,  lighting  systems 
that  illuminate  roads,  offices,  basketball 
games. 

These  products— and  indeed  all 
Manville  products— have  two  things  in 
common:  They're  well  made;  and  they 
fill  basic  needs. 

Tested  managers.  Tough  times  have 
honed  their  resolve  and  their  vision.  They 
can  see  the  promise  of  Manville's  new 
world,  and  it  has  convinced  them  to  tie 
their  careers  to  their  company. 

Careers  that  will  extend  into  the  next 
century,  in  many  cases. 

The  road  ahead. 

Start  with  exceptional  efficiency.  Add 
abundant  natural  resources,  marketable 
products  and  tested  managers,  and  you 
come  up  with  a  capability  that  promises 
strong  performance  for  a  long  time 
to  come. 

We've  set  our  course,  defined  our  new 
world,  and  it  is  full  of  promise. 


Manville 


Short  term,  the  steel  industry  may  come  back. 
Long  term,  however,  it  is  in  the  grip  of  history. 


Steel 


7 


By  Lisa  Gross 


W'hen  a  top  businessman 
equates  patriotism  with  sup- 
porting the  steel  industry,  as 
U.S.  Steel  Chairman  David  Roderick 
did  before  a  security  analysts  meeting 
late  last  year,  you  know  things  are 
bad.  That  they  are. 
These  days,  in  fact,  they  are  posi- 


tively funereal  in  this  great  old  indus- 
try. U.S.  Steel,  still  the  biggest  domes- 
tic steelmaker,  despite  its  Marathon 
Oil  acquisition  last  year,  had  a  loss  of 
$126  per  ton  of  steel  shipped  in  the 
third  quarter  of  1982.  Over  all  of  1982 
the  top  seven  integrated  producers  to- 
gether lost  an  average  of  $95  a  ton. 
That's  operating  loss,  according  to 
Oppenheimer  &  Co.  Vice  President 


A  Nucor  minim  ill  infewett,  Tex. 

Cheaper  steel,  thanks  to  lower  labor,  shipping  and  raw  material  costs. 


John  C.  Tumazos.  And  things  aren' 
going  to  improve  any  time  soon 
"Each  major  steelmaker  should  repor 
losses  in  1983  on  steel  operations,  i 
you  sift  out  the  accounting  gim 
micks,"  says  the  respected  analyst. 
factoring  out  LIFO  credit,  for  exam 
pie,  he  estimates  U.S.  Steel's  third 
quarter  1982  loss  at  $191  per  ton. 
The  reason:  The  industry  wa 
working  at  about  48.5%  o 
capacity  during  1982 
while  breakeven  wa; 
about  70%  of  capacity  o 
higher.  And  more  down 
sizing  is  on  the  way.  Ever 
with  new  trade  quotas  ii 
effect,  the  industry  opti 
mistically  expects  to  shij 
only  about  75  millior 
tons  in  1983,  down  25  % 
since  the  peak  of  the  las 
cycle,  in  1979.  In  all,  for 
eign  producers  have  cap 
tured  about  22%  of  the 
U.S.  market,  and  the  nev 
quotas  won't  help  mucr 
because  they  cover  the 
Common  Market  coun 
tries,  which  have  onl? 
about  5%  of  the  market 
most  of  the  foreign  share 
belongs  to  Japan  and  Can 
ada,  which  are  outside  the 
agreement. 

In  fact,  the  big  integrat 
ed  steelmakers  are  the 
high-cost  producers  in  c 
dissolving  market.  Labo: 
costs  are  95%  higher  thar 
the  average  for  all  othe; 
U.S.  manufacturing.  Anc 
that's  just  part  of  the  prob 
lem.  Big  U.S.  producers— 
that  is,  those  manufactur 
ing  a  full  line  of  product: 
from  large,  centrally  lo 
cated    mills — are  usin£ 
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plants  an  average  of  50  years  old  and 

|  equipment  averaging  18  years  old,  es- 

i  timates  Richard  Deily,  executive  di- 
rector of  the  Institute  for  Iron  and 
Steel  Studies.  Only  about  25%  of  U.S. 

i  production,  compared  with  80%  in 
Japan,  comes  off  continuous  casters, 
which  require  less  than  half  the  ener- 
gy of  traditional  methods,  and  require 
fewer  man  hours  per  ton  to  produce 

I  higher  quality  product.  It's  not  a  new 
story  for  the  steel  industry.  Why 
haven't  steel  executives  recognized 
the  problem  and  adapted  to  the 
shrinking  market?  "Some  of  these 
companies  don't  wake  up  until  their 
backs  are  to  the  wall,"  shrugs  John 
Tumazos. 

Philosophically,  the  answer  is  sim- 

'  pie.  Adapt  to  the  shrinking  market, 
cut  back  on  capacity  drastically  by 
shutting  ancient  plants,  cut  costs  to 

•  the  bone.  In  other  words,  take  your 
place  in  the  new  order  (Forbes,  Nov. 
22,  1982).  But  that's  not  happening  as 
often  as  the  facts  would  indicate  be- 
cause closing  a  plant  is  expensive. 
When  Colt  Industries  shut  its  Cruci- 
ble Stainless  &  Alloy  division  facility 

\  in  Midland,  Penna.  in  October,  it  took 
a  $232.4  million  loss,  including 
$134.1  million  paid  for  employee  re- 
tirement benefits,  before  selling  the 
plant  to  LTV  Corp.  in  November. 

Most  companies  are  closing  mar- 
ginal sections  of  mills  or  eliminating 
low-margin  product  lines — anything 
to  keep  from  turning  out  the  lights. 
Says  Robert  Crandall  of  the  Brookings 

teel 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50. 

tfThree-year  average.    tFour-year  growth    D-P:  deficit  to  profit;  not  ranked    def:  deficit 


It  could  be  worse 


Fl  or  years,  Inland  was  the  steel 
industry's  low-cost  producer.  It 
has  only  one  mill,  the  Indiana  Har- 
bor Works,  but  that  is  a  good  one. 
Then,  in  1980,  net  income  dropped 
77%  and  margins  slid  to  0.9% .  What 
to  do?  "When  we  looked  at  our 
strategic  plan,  we  found  that  there 
was  no  single  large  investment  we 
could  conceive  of  that  would  turn 
our  margins  around,"  says  Presi- 
dent Frank  Luerssen  simply. 

But  if  fixed  costs  could  not  be 
cut,  fat  could  be.  Luerssen  and 
Chairman  Frederick  Jaicks  decided 
Inland  must  improve  manufactur- 
ing margins  via  that  route  by  1  %  a 
year  over  the  next  ten  years.  In  the 
18  months  since  the  program  be- 
gan, Inland  has  exceeded  the  goal: 
In  1982  the  company  saved  $80 
million;  this  year  it  expects  to  save 
another  $160  million. 

How  did  Inland  do  it?  By  stream- 
lining and  economizing  every- 
where, not  just  by  freezing  salaries 
or  by  other  Band- Aid  methods.  The 
company  installed  a  computerized 
fuel  regulator  for  reheat  furnaces  at 
its  80-inch  hot  strip  mill  and  saved 
$4  million  annually.  Installing  a 
microprocessor  and  reorganizing 
drafting  practices  saved  $1.6  mil- 
lion annually  at  another  mill.  A 


Inland's  Luerssen 

He'll  save  $  1 60  million  this  year. 

cropping  practice  change  at  No.  3 
coal  strip  mill  will  yield  annual 
savings  of  $2.4  million. 

It's  very  basic,  but  in  an  industry 
plagued  by  overcapacity  and  a  40% 
drop  in  demand,  every  little  bit 
helps.  "We'll  be  profitable  at  pro- 
duction levels  of  5%  to  10%  less 
than  formerly,"  claims  Luerssen. 
"Had  it  not  been  for  our  margin 
improvement  program,  we  would 
probably  be  $50  million  into  the 
banks."  As  it  is,  Inland  has  virtual- 
ly no  short-term  debt  and  has  add- 
ed no  long-term  debt  in  the  last 
year. — L.G. 
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E„  Institution,  "The  value 
I  of  the  entire  industry's 
plant  is  5%  to  7%  of  re- 
produetion  costs.  This  is 
I  perilously  low." 
The  answer:  Stop  pouring  good 
money  after  bad.  Big  steel  has  cut 
capital  expenditures  drastically,  with 
no  certainty  that  the  cuts  will  ever  be 
restored.  Bethlehem  is  moving  ahead 
so  far  on  only  one  of  six  projects — a 
continuous  caster — in  its  $750  mil- 
lion modernization  program.  Armco 
reduced  its  capital  expenditure  budget 
from  $750  million  to  $340  million 
last  year,  and  will  keep  it  below  $250 
million  this  year. 

Another  answer:  Cut  costs.  Here, 
the  industry  is  making  progress.  U.S. 
Steel  will  save  $300  million  this  year 
on  salary  and  administration  im- 
provements alone.  Armco  has  re- 
duced its  break-even  point  from  72% 
of  capacity  to  65%  at  its  largest  plant, 
in  Middletown,  Ohio.  And  Inland 
Steel's  cost-cuts  have  kept  loss-per- 
ton  lower  than  anyone  else's  in  the 
integrated  steel  industry,  according  to 
analyst  Tumazos  (see  box,  p.  113)- 

One  bright  spot  is  minimills — cost- 
savers  that  use  energy-efficient  elec- 
tric-arc furnaces,  continuous  casters 
and  straight-through  rolling  mills. 
Last  year  electric  furnace  producers 
supplied  30%  of  domestic  steel  ship- 
ments, and  the  most  profitable  steel 
company  these  days  is  $530  million 
(estimated  1983  sales)  Nucor  Corp., 
operator  of  four  minimills. 

Nucor's  gross  profit  per  ton  will  be 
about  $74  this  year.  Nucor  is  non- 


Workers  at  U.S.  Steel  plant  in  Homestead,  Penna. 

Union  labor  costs  steel  95%  more  than  average  for  U.S.  manufacturing. 


union,  and  its  labor  costs  run  $65  per 
ton,  vs.  about  $1 75  per  ton  at  integrat- 
ed producers  like  U.S.  Steel  or  Repub- 
lic. Nucor's  lower  labor  costs  result 
from  high  productivity,  not  low 
wages,  because  it  is  free  of  union 
featherbedding.  The  company  re- 
quires fewer  than  3  man-hours  to  pro- 
duce one  ton  of  steel,  vs.  8  man-hours 
at  the  integrated  makers.  Raw  materi- 
al is  scrap  iron  at  about  $60  per  ton, 
vs.  $150  per  ton  for  molten  iron.  The 
minimills  usually  ship  products  with- 
in 300  miles  to  400  miles,  saving  on 
transportation  costs. 

When  will  the  steel  industry  recov- 
er? To  answer  that  in  the  short  term 


you  have  to  know  when  the  auto  in- 
dustry will  recover;  it  buys  15%  of 
steel's  output.  Or  when  the  construc- 
tion industry,  which  accounts  for  an- 
other 14%,  will  come  back.  When 
these  two  huge  industries  pick  up,  so 
will  steel.  Says  U.S.  Steel  manager  of 
economic  research,  Elizabeth  Bos- 
song:  "Don't  bet  against  us.  We're 
sleeping  right  now.  In  fact,  it's  an  aw- 
ful lot  like  a  nightmare.  But  we'll  be 
back." 

But  even  optimists  like  Bossong  un- 
derstand that  the  nightmare  won't 
end  until  the  U.S.  industry  gets  its 
labor  costs,  if  not  down  to  earth,  at 
least  out  of  the  stratosphere.  ■ 


Steel 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  ca 

pital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yeai 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera; 

NVF 

16 

6.8% 

del 

1.9 

9 

9.5% 

def 

def 

6 

12.7% 

20 

-9.3°/ 

Lukens 

17 

6.1 

3.3% 

0.2 

17 

5.2% 

3.0% 

1.2% 

19 

7.4 

16 

-5.4 

United  States  Steel 

18 

5.7 

1.5 

0.3 

18 

5.0 

2.7 

0.6 

10 

10.0 

19 

-8.0 

Inland  Steel 

19 

4.9 

def 

0.5 

20 

4.2 

def 

def 

16 

8,1 

21 

-12.4 

Bethlehem  Steel 

20 

4.8 

def 

0.4 

19 

4.3 

def 

def 

23 

5.8 

11 

1.2 

Republic  Steel 

21 

4.6 

def 

0.3 

22 

3.7 

def 

def 

14 

8.3 

18 

-6.5 

National-Standard 

22 

4.1 

def 

0.2 

23 

3.6 

def 

def 

21 

6.0 

23 

-16.5 

National  Steel 

23 

3.7 

def 

0.4 

24 

3.1 

def 

def 

18 

7.8 

22 

-13.5 

Wheeling-Pitts  Steel 

24 

3.7 

def 

0.7 

21 

3.8 

def 

def 

25 

3.9 

15 

-4.3 

Kaiser  Steel 

25 

def 

1.8 

1.0 

25 

def 

3.5 

0.7 

20 

6.3 

24 

P-D 

Keystone  Consolidated 

26 

def 

def 

0.7 

26 

def 

def 

def 

26 

3.9 

24 

P-D 

Industry  medians 

9.0 

1.7 

0.4 

7.6 

2.9 

0.7 

8.7 

-3.7 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
F-D:  profit  to  deficit,    def  deficit. 
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Everybody  is  hurting  equally  now.  But,  as  in 
George  Orwell's  Animal  Farm,  some  will  soon 
be  more  equal  than  others. 


Nonferrous 
metals 


By  John  R.  Dorfman 


N'ame  your  poison.  Metals  like 
nickel  are  directly  tied  to  the 
steel  market;  others,  like  cop- 
per and  aluminum,  to  autos,  housing 
or  consumer  spending  in  general.  To 
ask  which  segment  is  better  these 
days  is  almost  like  asking  which  of 
several  stones  would  make  a  better 
life  preserver. 

But  it  won't  always  be 
so.  Some  of  the  patients 
will  get  out  of  intensive 
care  sooner  than  others. 

Take  aluminum,  likely 
to  be  the  first  to  recover. 
Think  about  its  markets: 
containers,  appliances, 
autos  and  other  transpor- 
tation, and  construction. 
Clearly,  aluminum  will 
be  an  early  beneficiary  of 
any  surge  in  consumer 
spending.  The  aluminum 
industry  lags  the  economy 
all  right,  but  by  perhaps 
three  months,  versus 
about  six  months  for 
some  of  the  other  metals. 

"Recover  it  will,"  says 
James  Pasman  Jr.,  execu- 
tive vice  president  of  Alu- 
minum Co.  of  America, 
speaking  both  of  his  in- 
dustry and  the  economy 
in  general.  "When?  That's 
the  hard  part.  We  expect 
an  economic  upturn  [in 
1983)  perhaps  more  mod- 
est than  most  post-World 
War  II  upturns." 

Aluminum  executives 
are  incurable  optimists — 
witness  their  recurring 
bouts  with  overcapacity. 
But  outside  observers 
agree  with  Pasman.  Three 


out  of  four  ingredients  for  a  recovery 
in  aluminum  seem  to  be  in  place,  says 
J.  Clarence  Morrison,  an  analyst  with 
Dean  Witter  Reynolds  Inc.  "Order 
patterns  have  improved.  So  has  the 
order  mix.  And  inventories  are  down 
from  their  peaks."  The  one  missing 
factor  is  a  decent  price.  Some  alumi- 
num ingots  have  been  going  for  as 
little  as  45  cents  a  pound  recently, 


Measuring 
First  one 


aluminum  plate  at  Alcoa 
out  of  intensive  care? 


down  about  6  cents  from  a  year  ago, 
and  well  below  list  price. 

The  real  story  in  aluminum  isn't 
the  short-range  outlook,  however.  It's 
what  Pasman  calls  a  "worldwide  ra- 
tionalization" of  capacity,  which 
started  in  Japan  some  five  years  ago. 
Japan  used  to  be  capable  of  producing 
1.6  million  metric  tons  of  aluminum 
per  year.  Now  capacity  is  down  to  0.7 
million  metric  tons,  only 
part  of  which  is  being 
used.  From  Scotland  to 
Alabama,  producers  are 
closing  plants  that  are  ei- 
ther obsolete  or  saddled 
with  high  electricity  costs 
(a  major  factor  in  alumi- 
num production).  "All 
this,  "  says  Pasman,  "will 
help  bring  the  supply/de- 
mand ratio  to  a  more  fa- 
vorable point." 

Copper  could  be  next  to 
pick  up.  Hard  to  believe? 
It's  not  so  farfetched,  even 
though  copper  is  less  di- 
rectly tied  to  consumer 
spending.  Only  about 
33%  of  copper  use  is  "con- 
sumer oriented,"  accord- 
ing to  William  Sieden- 
burg,  metals  analyst  with 
Smith  Barney,  Harris 
Upham  &  Co.  The  rest 
goes  to  the  electronic  and 
electrical  industries,  tele- 
communications, indus- 
trial machinery  and  utili- 
ties. An  upturn  in  housing 
and  autos  would  get  cop- 
per started  on  the  road  to  a 
price  recovery,  though. 
And  the  sooner,  the  bet- 
ter. "The  average  cost  of 
producing  copper  in  the 
better  U.S.  mines  is 
around  90  cents  a  pound," 


FORBES,  JANUARY  3,  1983 


115 


says  Asarco  Chairman 
Ralph  Hennebach.  Re- 
cent selling  price: 
around  70  cents.  No 
wonder  copper  produc- 


ers are  bleeding  (except  Newmont 
Mining,  which  is  staying  afloat  with 
oil,  coal  and  gold). 

But  copper  has  often  roared  back 
from  the  doldrums  dramatically. 
There  are  reasons  to  think  that  could 
happen  again.  As  with  aluminum,  in- 
ventories in  users'  hands  are  low.  Sie- 
denburg  points  out  that  copper  pro- 
ducers outside  North  America  are  al- 
ready operating  fairly  close  to 
capacity.  So  when  demand  picks  up, 
much  of  the  additional  copper  will 
have  to  come  from  the  U.S.  and  Cana- 
da. Asarco's  Hennebach  thinks  things 
may  improve  by  the  second  quarter  of 
this  year,  although  he  admits:  "That's 
more  intuition  than  anything  else, 
maybe  with  a  large  measure  of  wish- 
ful thinking." 

Two  other  major  nonferrous  metals 
are  sensitive  to  consumer  spending. 
One  is  lead,  used  chiefly  in  batteries, 
especially  car  batteries.  So  a  pickup  in 
autos  could  boost  lead's  price  from  its 
recent  abysmal  level  of  23  cents  a 
pound.  (Lead  sold  for  above  40  cents  a 
pound  during  much  of  1 980  and  1981.) 
The  other  is  zinc,  whose  fortunes  are 


Nonferrous  metals 


tied  to  both  housing  and  autos  and 
whose  price  recently  was  about  40 
cents  a  pound,  down  from  47  cents  a 
year  before. 

That  leaves  the  area  where  real  car- 
nage has  taken  place:  in  the  two  major 
nonferrous  metals,  nickel  and  molyb- 
denum, that  are  used  primarily  in  the 
steel  industry.  Inco  Ltd.,  the  world's 
largest  nickel  producer,  lost  $74  mil- 
lion in  the  first  half  of  1982.  Amax 
Inc.,  the  world's  largest  producer  of 
molybdenum,  lost  $48  million.  Amax 
slashed  its  dividend  from  60  cents  to  5 
cents  a  quarter — which  also  happens 
to  be  what  Inco  is  paying,  compared 
with  the  40  cents  it  was  paying  back 
in  1975  and  1976.  (Aluminum  and 
copper  producers  have  also  resorted  to 
dividend  chops.  Asarco,  for  example, 
entered  1 982  paying  35  cents  a  quarter 
and  left  it  paying  10  cents.) 

What  about  the  precious  metals? 
Disinflation  seems  to  have  turned  off 
the  spotlight  that  shone  on  them  for 
so'  long.  "Gold  and  silver  are  factors 
unto  themselves,"  says  Morrison. 
"We're  not  particularly  bullish  on 
them.  We  expect  an  average  gold 
price  in  1983  of  around  $400  an 
ounce  and  an  average  silver  price 
around  $10  an  ounce — both  close  to 
current  levels."  Silver  is  one  of  the 
few  metals  that  have  increased  in 


price  recently;  it  bounced  back  frorr. 
1982  low  of  around  $5.  There  is  son 
constriction  in  supply  right  noi 
Much  silver  is  produced  as  a  by-pro 
uct  of  zinc,  lead  or  copper  mining 
none  of  which  is  booming.  The  fact 
that  $10,  while  better  than  $5,  stl 
isn't  high  enough  to  cover  costs  f 
many  U.S.  producers. 

Remember  when  Sohio  was  sna 
ping  up  Kennecott  and  Atlantic  Ric 
field  was  gobbling  up  Anaconda  not « 
long  ago?  These  companies  are  no 
losing  money  for  their  new  parent 
"Some  of  those  people  now  wish  the 
didn't  have  those  things,"  remarl 
Robert  Hageman  of  Kidder,  Peabot 
&  Co.  Remember,  too,  when  Asarc 
was  on  everybody's  list  of  next  to  gc 
Ralph  Hennebach  does,  of  cours 
"We  haven't  had  any  overtures  r 
cently,"  Hennebach  says.  "And  v« 
aren't  expecting  any.  I'm  hopeful  th. 
this  Bendix/Martin  Marietta  affair  h; 
cooled  people's  passion  somewha 
And  with  disinflation,  perhaps  we  ai 
not  as  attractive  a  target  as  we  one 
were." 

Asarco,  of  course,  wants  to  retai 
its  independence,  but  does  Henn 
bach  like  things  better  this  way?  Wei 
no.  "Actually,"  he  says,  "I'd  love  < 
have  that  problem  again."  It's  nice  1 
have  your  virtue  tempted.  ■ 


Yardsticks  of  management  performance 
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Cabot 

1 

22.6% 

14.4% 

0.4 

2 

15.0% 

10.6% 

5.5% 

2 

24.6% 

1 

34. 

Engelhard 

2 

20.0 

17.5 

0.1 

1 

17.9 

16.2 

3.3 

1 

27.0* 

4 

16. 

Handy  &  Harman 

3 

19.8 

9.1 

0.5 

3 

13.5 

7.3 

2.2 

11 

10.8 

6 

11. 

Alcan  Aluminium 

4 

18.2 

4.2 

0.5 

4 

12.1 

3.4 

2.3 

5 

13.4 

2 

26.' 

Commercial  Metals 

5 

15.0 

9.3 

0.2 

5 

11.8 

7.8 

0.9 

3 

17.2 

9 

8.i 

Newmont  Mining 

6 

14.5 

3.1 

0.1 

7 

10.1 

2.4 

5.5 

12 

8.8 

7 

10.' 

Alcoa 

7 

14.5 

1.8 

0.4 

6 

10.2 

2.3 

1.2 

7 

11.8 

3 

18.: 

Kaiser  Alum  &  Chem 

8 

13.9 

def 

0.5 

11 

8.4 

0.7 

def 

8 

11.7 

5 

12.. 

AMAX 

9 

11.2 

def 

0.5 

9 

9.4 

def 

def 

4 

16.7 

11 

5. 

ASARCO 

10 

9.9 

def 

0.3 

10 

8.6 

def 

def 

14 

6.6 

8 

9.. 

Reynolds  Metals 

11 

9.9 

def 

0.6 

13 

6.1 

0.0 

def 

9 

11.3 

10 

6,i 

Hanna  Mining 

12 

8.1 

def 

0.2 

12 

7.3 

def 

def 

17 

0.3 

12 

-4.: 

NVF 

13 

6.8 

def 

1.9 

8 

9.5 

def 

def 

6 

12.7 

14 

-9.. 

Revere  Copper 

14 

5.3 

def 

0.9 

15 

3.7 

def 

'def 

13 

8.2 

D-l 

Phelps  Dodge 

15 

4.5 

def 

0.5 

14 

3.9 

def 

def 

15 

6.0 

13 

-8.1 

Gulf  Resources  &  Chem 

16 

def 

def 

2.0 

16 

2.1 

2.2 

def 

10 

11.0 

15 

p-n 

Inco 

17 

def 

def 

0.6 

17 

0.4 

def 

def 

16 

5.0 

15 

P-E 

Industry  medians 

11.2 

def 

0.5 

9.4 

0.7 

def 

11.3 

8." 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.: 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 

tFour-year  growth.    P-D.  profit  to  deficit.    D  P:  deficit  to  profit;  not  ranked,    def:  deficit 
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The  uses  of  adversity:  Now  that  commodity 
chemical  producers  have  made  wholesale 
cutbacks,  their  operating  leverage  in  any 
upturn  could  be  tremendous. 


Chemicals 


By  Thomas  Jaffe 
and  Peter  Kadzis 


We've  just  gone  through  the 
worst  year  I  can  remember 
since  I've  been  in  this  busi- 
ness," says  Paul  Oreffice,  chief  execu- 
tive officer  of  $11.9  billion  (sales) 
Dow  Chemical.  Dow  is  not  alone.  Ex- 
cluding Du  Pont  (because  its  acquisi- 
tion of  Conoco  would  skew  the  fig- 
ures), the  total  net  income  of  the  big 
seven  in  U.S.  commodity  chemicals 
fell  from  an  average  $2.15  billion  be- 
tween 1979  and  1981  to  less  than  $1.4 
billion  last  year. 

At  the  same  time,  the  chemical 
companies  were  saddled  with  massive 
expansion  undertaken  back  in  the 
mid-Seventies,  when  it  appeared  the 
good  times  would  never  end.  "Since 
1973  the  volume  growth  of  most  basic 
chemicals  and  plastics  has  averaged 
only  1%  to  2%  a  year,"  says  Oreffice. 
"Everybody  was  planning  on  6%  to 
10%.  So  we  built.  We  thought  infla- 
tion would  pull  us  through.  Now,  of 
course,  that  has  been  shown  to  be 
dead  wrong.  The  result  is  that  we're 
stuck  with  weak  markets  and  too 
much  capacity." 

The  shock  has  prompted  a  massive 
scaling  back.  Debt-heavy  Dow,  for  ex- 
ample, sold  off  more  than  $600  mil- 
lion of  assets  in  1982,  and  killed  a 
proposed  $1  billion  joint  venture  for  a 
polyethylene  complex  in  Saudi  Ara- 
bia. Since  1978  Union  Carbide  has 
dumped  more  than  $1  billion  worth  of 
businesses,  including  European 
chemicals  and  plastics. 

The  big  seven  also  pulled  in  their 
horns  on  capital  spending,  which  av- 
eraged about  $5  billion  a  year  from 
1979  to  1981.  Back  then  they  had 
planned  to  increase  that  to  $5.7  billion 
in  1982.  But  by  the  time  last  year 
ended,  it  came  to  only  $4.7  billion,  and 


Union  Carbide  plant  shut  clown  in  Alabama 

More  than  $1  billion  in  assets  cut  back  since  1978. 
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this  will  be  dropping 
again  in  1983. 

The  motive  was  sur- 
vival, pure  and  simple. 
But  this  massive  down- 


scaling  of  expectations  also  means 
that  chemical  companies  could  bene- 
fit from  tremendous  operating  lever- 
age in  an  upturn.  Says  CEO  Alexander 
Giacco  of  $2.7  billion  (sales)  Hercules 
Inc.,  who  has  pruned  $350  million, 
mostly  in  assets  of  petrochemical- 
based  products  since  the  late  Seven- 
ties: "The  way  we're  now  set  up,  we 
could  operate  at  55%  of  capacity  and 
still  be  at  breakeven,  compared  with 
65%  five  years  ago.  This  time  around, 
it  means  with  each  ten  points  of  ca- 
pacity we  add  back  to  our  operating 
rate,  we'll  tack  on  an  extra  $2.20  a 
share  onto  our  pretax  income.  That's 
half  of  what  we  earned  in  all  of  1974." 

No  wonder  some  security  analysts 
are  looking  for  spectacular  gains  in 
1983.  According  to  Willian  Young  of 
Dean  Witter  Reynolds,  every  1%  in- 
crease in  unit  volume  could  equal  a 
10%  increase  in  profits,  and  he  pre- 
dicts as  much  as  an  8%  rise  in  vol- 
ume. Young  assumes  that  further 
drops  in  interest  rates  will  free  up  the 
automobile  and  housing  markets.  In- 
ventory liquidation  by  chemical  com- 
panies also  will  come  to  an  end,  he 


feels.  "Now,  if  prices  go  up  3%  on  top 
of  that  kind  of  incremental  volume," 
says  Young,  "you'll  see  earnings  in- 
crease 40%  or  better." 

Moreover — despite  a  strong  dol- 
lar— the  U.S.  should  be  highly  com- 
petitive internationally  in  1983.  For 
the  time  being,  both  production  and 
energy  costs  are  substantially  lower 


"Since  1973  the  volume 
growth  of  most  basic  chemi- 
cals and  plastics  has  aver- 
aged only  1%  to  2%  a  year. 
Everybody  was  planning  on 
6%  to  10%.  So  we  built.  We 
thought  inflation  would 
pull  us  through.  Now,  of 
course,  that  has  been 
shown  to  be  dead  wrong." 


than  in  Europe  and  Japan.  With  its 
pared-down  plant,  the  U.S.  industry's 
production  costs  are  5%  to  10%  low- 
er. And  natural  gas  liquids  supply  the 
U.S.  with  60%  of  its  raw  materials  for 
commodity  chemicals.  Gas  is  now 
30%  to  40%  cheaper  than  the  crude 
oil  on  which  the  Europeans  and  Japa- 
nese solely  depend.  The  remaining 
40%  of  U.S.  feedstocks  is  also 
cheaper;  it  comes  from  the  crude  oil 


fractions  that  go  into  gasoline,  espe- 
cially unleaded  gasoline.  Since  U.S. 
gasoline  consumption  has  been  soft, 
the  price  of  these  derivatives  has  been 
flat.  The  Europeans  and  the  Japanese, 
who  depend  just  as  much  on  these 
fractions,  have  had  no  such  luck.  Gas- 
oline in  those  areas  is  always  expen- 
sive because  their  refineries — unlike 
those  in  the  U.S. — are  geared  to  pro- 
ducing the  maximum  amount  of 
home  heating  oil. 

Impressive  prospects,  indeed.  But 
not  so  spectacular  that  the  chemical 
companies  can  yield  to  any  new  over- 
blown expectations.  Consider: 

•  The  strong  dollar  may  not  hurt 
exports  all  that  much  this  year,  but  it 
makes  the  U.S.  market  vulnerable  in 
some  specialized  areas.  For  example, 
finished  fabrics  from  the  Far  East  cut 
into  the  amount  of  synthetic  fibers 
Du  Pont  and  Celanese  can  sell.  For 
Rohm  &  Haas,  the  villain  is  acrylic 
sheet  from  Taiwan. 

•  Belatedly,  overseas  producers  are 
cutting  back  large  chunks  of  uneco- 
nomic capacity,  too.  As  this  happens, 
they  will  become  increasingly  com- 
petitive in  their  home  markets.  In 
fact,  a  Data  Resources  study  for  Exxon 
predicts  that,  just  as  U.S.  petrochemi- 
cal exports  grew  26%  a  year  from 
1975  to  1980,  they  will  decline  15%  a 
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Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yea 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

Diversified 

Morton  Thiokol 

1 

19.3% 

33.4% 

0.2 

1 

14.8% 

27.1% 

16.9% 

15 

8.9% 

1 

27.5H 

Dow  Chemical 

2 

16.5 

7.9 

0.7 

5 

10.3 

5.7 

3.6 

4 

14.9 

12 

3.5 

W  R  Grace 

3 

16.4 

16.8 

0.6 

4 

11.4 

10.9 

5.5 

11 

10.4 

6 

9.0 

Stauffer  Chemical 

4 

16.4 

13.4 

0.3 

3 

11.5 

9.6 

8.7 

8 

10.6 

8 

7.6 

E  I  du  Pont 

5 

15.7 

9.8 

0.6 

2 

12.7 

6.7 

3.1 

2 

19.7 

3 

11.7 

Diamond  Shamrock 

6 

15.2 

12.6 

0.5 

9 

9.8 

8.0 

5.0 

1 

19.7 

17 

-1.4 

FMC 

7 

13.4 

12.3 

0.3 

8 

9.9 

9.2 

4.4 

14 

9.5 

4 

9.3 

Rohm  &  Haas 

8 

13.2 

10.6 

0.3 

6 

10.2 

8.3 

4.3 

9 

10.6 

2 

16.3 

Hercules 

9 

13.1 

7.5 

0.4 

7 

10.0 

5.5 

3.2 

12 

10.3 

5 

9.0 

Union  Carbide 

10 

13.0 

7.9 

0.3 

12 

9.2 

6.0 

4.6 

10 

10.4 

10 

4.1 

American  Cyanamid 

11 

12.3 

9.2 

0.3 

11 

9.5 

7.6 

4.0 

6 

11.3 

13 

3.5 

Celanese 

12 

12.1 

4.4 

0.6 

13 

8.3 

3.8 

1.7 

13 

10.3 

7 

8.9 

Allied  Corp 

13 

12.0 

11.6 

0.3 

16 

8.2 

8.4 

4.4 

3 

17.1 

9 

4.8 

National  Distillers 

14 

11.7 

8.9 

0.2 

10 

9.6 

7.5 

5'2 

18 

7.2 

14 

3.0 

Monsanto 

15 

11.3 

10.6 

0.3 

15 

8.2 

7.9 

5.6 

7 

10.8 

16 

-0.2 

Pennwalt 

16 

11.1 

7.9 

0.4 

13 

8.3 

6.4 

3.1 

16 

8.5 

11 

3.7 

Olin 

17 

9.2 

8.9 

0.4 

17 

7.1 

6.9 

3.8 

17 

7.3 

14 

3.0 

Reichhold  Chemicals 

18 

5.6 

0.3 

0.3 

18 

5.2 

2.2 

0.4 

5 

12.0 

18 

-10.5 

Medians 

13.1 

9.5 

0.3 

9.7 

7.6 

4.4 

10.5 

4.5 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
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Investors  rely  on  it. 


When  continental  Europe's  leading  institutional 
investors  purchasing  U.S.  shares  were  asked  about 
reading  preferences,  their  number  one  choice  was  the 
International  Herald  Tribune. 

Eighty-five  percent  of  these  investors  reported  that 
they  read  the  Trib.  In  Switzerland,  the  hub  of 
international  finance,  91%  of  the  respondents  were 
readers  of  the  IHT. 

The  world's  only  global  newspaper,  the 
International  Herald  Tribune  reaches  more  than  a 
third  of  a  million  readers  each  day  in  164  countries. 
Not  all  of  them  are  institutional  investment 
professionals.  But  most  of  them  are  involved  with 
financial  decision-making  on  an  international  level  — 
for  themselves,  and  for  the  firms  and  organizations 
whose  fortunes  they  guide. 


Consider  these  just-released  facts  about  IHT 
readers: 

•  65%  are  in  management  positions 

•  48%  are  at  senior  management  level 

•  23%  are  CEO's,  Owners  or  Proprietors 

•  75%  own  shares,  Eurobonds  or  other  bonds 

•  64%  are  involved  in  corporate  purchasing 
decisions 

•  81%  have  one  or  more  university  degrees. 
No  wonder  that  28  out  Europe's  top  30  banks 

advertised  in  the  International  Herald  Tribune  last 
year.  Or  that  close  to  600  financial  advertisers 
regularly  place  messages  on  the  Trib's  well-read  pages. 

These  leaders  in  the  field  of  international 
investment  rely  on  the  International  Herald  Tribune. 

Shouldn't  you? 
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year  through  1985. 

•  Also,  the  disparity  in 
price  of  feedstocks  be- 
tween the  U.S.  and  Eu- 
rope will  narrow  as  the 


free  market  works  its  will.  When  the 
U.S.  industry  mapped  out  its  ambi- 
tious expansion  plans  back  in  the  Sev- 
enties, both  U.S.  crude  oil  and  natural 
gas  prices  were  controlled.  Now  crude 
is  totally  decontrolled  and  the  step- 
by-step  decontrol  of  natural  gas  brings 
monthly  price  increases. 

•  There's  still  plenty  of  U.S.  capac- 
ity left  to  cut  as  well.  Consider  low- 
density  polyethylene,  from  which 
trash  bags  are  made.  Cities  Service 
and  Arco  recently  have  gotten  out  of 
the  business;  the  U.S.  industry  is  run- 
ning at  a  healthy  80%  of  capacity.  Yet 
it's  selling  at  giveaway  prices  and  no- 
body is  making  any  money.  That's 
because  there  was  overexpansion  in 
its  feedstock,  ethylene — an  industry 
currently  running  at  less  than  60%  of 
capacity.  High-cost  ethylene  produc- 
ers are  moving  as  much  as  they  can 
into  the  market  at  a  minimal  profit — 
or  even  a  loss — in  order  to  justify  the 
$500  million  investments  they  made 
to  build  world-scale  plants.  "Some  of 


Chemicals 


these  ethylene  suppliers  are  just  put- 
ting off  an  inevitable  decision  to  shut 
down,"  says  Alec  Flamm,  president  of 
$10.1  billion  (sales)  Union  Carbide. 
"Meanwhile,  the  entire  market  must 
suffer.  In  this  business,  you  either 
have  to  be  dominant  or  low  cost — or 
nothing  at  all." 
Another  major  market  hurt  by 


"Some  of  these  ethylene 
suppliers  are  just  putting 
off  an  inevitable  decision  to 
shut  down.  Meanwhile,  the 
entire  market  must  suffer. 
In  this  business,  you  either 
have  to  be  dominant  or  low 
cost — or  nothing  at  all." 


overexpansion  is  chlorine,  from 
which  comes  polyvinyl  chloride — 
used  in  everything  from  records  to 
auto  seat  covers.  Diamond  Sham- 
rock, Dow  and  PPG  Industries  all 
operate  modern  plants  that  can  pro- 
duce 1,000  to  1,200  tons  a  day.  But 
the  older  100-  to  300-ton  facilities  of 
paper  companies  like  Georgia-Pacific 
and  Weyerhaeuser  just  aren't  com- 
petitive. Chemical  analyst  Harry  Fla- 


vin of  Merrill  Lynch  says  the  indus- 
try's 12  million  tons  of  annual  capac- 
ity— over  30%  of  which  is  idle — 
should  be  cut  by  at  least  10%.  Dow 
already  has  closed  old  plants.  Admits 
Paul  Oreffice:  "We've  been  praised 
for  belt-tightening;  but  we're  the 
number  one  guy  in  that  business, 
too.  So  if  there  is  still  a  problem, 
then  we  must  be  part  of  it,  right?"  In 
short,  there  may  be  even  more  plant 
shutdowns  to  come. 

All  in  all,  says  Flavin  of  Merrill 
Lynch,  "There  still  is  too  much  ex- 
cess capacity.  The  U.S.  industry  will 
be  lucky  if  demand  for  its  products 
gets  back  to  1979  levels  by  1985." 

The  plain  fact  is,  the  industry  will 
yet  have  to  pay  for  its  reliance  on 
steadily  increasing  prices  during  the 
Seventies.  Says  Union  Carbide's 
Flamm:  "It  used  to  be  that  inflation 
fixed  a  lot  of  mistakes.  If  something 
wasn't  good  one  year,  higher  prices 
would  correct  it  the  next." 

Clearly,  some  very  good  times 
may  be  ahead  for  commodity  chemi- 
cal producers.  How  long  that  pros- 
perity lasts  will  depend  on  how  well 
they  keep  their  enthusiasm  in  rea- 
sonable check  this  time  around.  ■ 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

5-year 
rank 

5-year 
average 

latest 
12 

months 

debt/ 

equity 

ratio 

5-year 
rank 

5-year 
average 

latest 
12 

months 

net 

profit 

margin 

5-year 
rank 

5-year 
average 

5-year 
rank 

5-yea 
avera; 

Specialized 

Freeport-McMoran 

1 

24.6% 

15.4% 

0.4 

3 

17.3% 

8.6% 

14.5% 

4 

18.1% 

4 

20.3'3 

Nalco  Chemical 

2 

24.3 

20.8 

0.0 

1 

23.6 

20.3 

10.7 

11 

12.8 

9 

12.9 

Lubrizol 

3 

24.3 

12.6 

0.0 

2 

22.5 

11.3 

7.1 

7 

14.2 

10 

12.8 

Cabot 

4 

22.6 

14.4 

0.4 

6 

15.0 

10.6 

5.5 

1 

24.6 

1 

34.4 

Vulcan  Materials 

5 

21.6 

15.8 

0.2 

5 

15.5 

12.1 

8.6 

12 

12.6 

7 

15.6 

Sun  Chemical 

6 

19.9 

7.2 

1.0 

9 

12.8 

6.2 

2.0 

9 

13.1 

2 

28.6 

National  Svc  Inds 

7 

19.9 

18.8 

0.0 

4 

17.3 

16.5 

5.7 

14 

10.3 

5 

15.8 

Big  Three  Industries 

8 

19.6 

18.0 

0.3 

7 

14.9 

12.8 

12.4 

2 

23.9 

3 

21.0 

Dexter 

9 

18.4 

15.0 

0.3 

8 

13.6 

10.8 

4.6 

3 

21.7 

8 

14.2 

Air  Prods  &.  Chems 

10 

18.1 

13.6 

0.4 

13 

10.6 

8.3 

6.7 

6 

14.8 

6 

15.6 

Intl  Minerals  &  Chem 

11 

16.8 

12.5 

0.4 

12 

11.5 

8.8 

8.4 

17 

9.0 

16 

4.9 

Witco  Chemical 

12 

16.7 

11.3 

0.4 

11 

1 1.6 

8.0 

2.5 

5 

15.7 

11 

11.3 

Ethyl 

13 

15.3 

12.5 

0.2 

15 

10.5 

9.4 

5.5 

15 

9.8 

14 

5.9 

PPG  Industries 

14 

14.0 

9.3 

0.3 

14 

10.5 

7.3 

4.7 

16 

9.6 

12 

11.0 

Ferro 

15 

13.3 

6.0 

0.2 

10 

11.8 

6.0 

2.2 

10 

12.9 

15 

5.5 

Liquid  Air 

16 

13.0 

10.7 

0.4 

16 

10.0 

8.5 

6.6 

13 

11.6 

17 

3.1 

SCM 

17 

11.0 

6.7 

0.4 

17 

8.3 

5.4 

r.8 

18 

7.7 

13 

9.2 

Williams  Cos 

18 

9.0 

3.4 

0.5 

18 

6.0 

3.2 

2.0 

8 

13.5 

18 

-4.8 

GAF 

19 

def 

def 

1.6 

19 

def 

0.9 

def 

19 

-2.3 

19 

P-D 

Medians 

18.1 

12.5 

0.4 

11.8 

8.6 

5.5 

12.9 

12.8 

Industry  medians 

15.2 

10.7 

0.3 

10.5 

8.0 

4.6 

11.3 

9.0 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
P-D:  profit  to  deficit       def:  deficit. 
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The  conventional  wisdom  is  that  as  computers 
go,  so  goes  electronics.  But  it's  no  longer  true, 
and for  an  intriguing  reason. 


Electronics 


By  Stephen  Kindel 


It  used  to  be  that  the  growth  of 
the  semiconductor  industry  was 
tied  almost  inextricably  to  the 
growth  of  the  computer  industry.  Last 
year  proved,  as  never  before,  that  noth- 
ing is  the  way  it  was.  Computers  con- 


tinued to  grow  by  better  than  20%. 
Semiconductor  sales?  According  to 
the  Semiconductor  Industry  Associ- 
ation, its  members  and  European  man- 
ufacturers shipped  about  $9  billion 
worth  of  chips  and  devices,  up  only  a 
percentage  point  or  two  from  1981. 
(Over  80%  of  that  was  from  the  U.S.) 


The  Japanese,  even  with  their 
dominance  of  the  big  64K  random  ac- 
cess memory  market,  are  not  exactly 
healthy.  While  Japan's  semiconductor 
sales  rose  to  about  $4  billion,  much  of 
that  was  internal. 

How  did  the  semiconductor  in- 
dustry fall  so  far  out  of  step  with  its 
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12 
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12 
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rank 

average 

rank 

average 

S&G 

1 

29.4% 

27.8% 

0.1 

1 

25.2% 

25.2% 

4.9% 

8 

22.7% 

2 

26.8% 

MP 

2 

26.0 

19.0 

0.1 

3 

22.4 

16.8 

10.0 

11 

17.3 

9 

20.4 

aytheon 

3 

24.4 

21.3 

0.0 

2 

23.0 

20.7 

5.8 

12 

16.1 

7 

22.1 

itel 

4 

20.9 

5.2 

0.3 

4 

20.2 

4.4 

3.1 

2 

33.4 

11 

18.9 

eneral  Instrument 

5 

20.6 

20.5 

0.1 

7 

17.5 

18.3 

10.1 

17 

13.2 

1 

35.6 

arris  Corp 

6 

19.8 

11.5 

0.3 

14 

14.5 

8.0 

3.8 

9 

20.1 

5 

25.0 

ewlett-Packard 

7 

19.8 

19.5 

0.0 

6 

19.1 

18.7 

9.0 

4 

24.6 

6 

22.8 

/A-Com 

8 

19.2 

11.8 

0.5 

5 

19.4 

9.2 

5.2 

1 

43.2 

4 

26.0 

RW 

9 

19.1 

14.0 

0.2 

16 

12.5 

9.2 

3.7 

20 

12.1 

17 

10.8 

atl  Semiconductor 

10 

18.9 

def 

0.3 

13 

14.6 

def 

def 

3 

28.6 

13 

16.0 

ektronix 

11 

18.7 

12.1 

0.2 

10 

16.3 

10.3 

6.0 

6 

23.2 

8 

20.7 

vnet 

12 

18.5 

14.4 

0.0 

8 

17.1 

14.0 

6.0 

16 

13.8 

15 

11.9 

:rkin-Elmer 

13 

18.4 

11.6 

0.2 

9 

16.4 

10.5 

5.4 

7 

23.0 

9 

20.4 

exas  Instruments 

14 

16.5 

11.0 

0.2 

10 

16.3 

10.3 

3.2 

10 

18.2 

16 

11.2 

ak  Industries 

15 

15.8 

11.1 

0.5 

12 

15.2 

11.5 

5.0 

5 

23.9 

3 

26.6 

lOtorola 

16 

15.6 

11.0 

0.3 

15 

13.7 

10.4 
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customers  in  comput- 
ers? Easy.  They  did  too 
good  a  job.  As  the  densi- 
ty of  transistors  packed 
onto  each  chip  has  in- 
creased— doubling  approximately  ev- 
ery two  years — and  as  the  chips  have 
become  more  reliable,  computer  de- 
signers have  learned  to  make  their 
machines  with  far  fewer  of  them.  "A 
design  for  a  circuit  in  an  8-bit-based 
personal  computer,  which  might  add 
as  many  as  60  to  70  chips,"  explains 
Bernard  Murphy,  head  of  Bell  Labs' 
Microprocessor  Design  department, 
"can  be  more  efficiently  done  with 
less  than  a  half-dozen  chips  in  a  16- 
bit-based  machine." 

Add  to  that  declining  demand-per- 
machine  the  fact  that  the  computer 


market  has  come  to  be  dominated  by 
personal  computers,  which  have  more 
limited  capacities  and  thus  fewer 
chips  than  larger  computers,  and  you 
have  part  of  the  reason  for  a  year  of 
flat  sales.  But  there's  more.  "How  you 
manage  chip  yield — the  number  of 
working  chips  that  you  get  from  each 
silicon  wafer — is  the  determining  fac- 
tor in  whether  you  can  remain  com- 
petitive," says  L.W.  (Bert)  Stammer- 
john,  recently  retired  head  of  Bell 
Labs'  Integrated  Memory  Subsystems 
department. 

Chip  yield  has  always  been  a  big 
problem  with  U.S.  companies.  But  no- 
body is  free  of  it.  "The  Japanese  em- 
phasis on  quality  control  has  allowed 
them  to  stay  ahead  in  64K  RAMs," 
says  Esther  Dyson,  vice  president  of 


Good  things,  small  packages 


Las  Vegas  has  not  been  having 
I  the  best  of  years.  Hotel  occu- 
pancy rates  are  the  lowest  in  years. 
Play  at  the  Strip's  glittering  casi- 
nos has  been  desultory.  It  all  shows 
up  in  the  city's  12%  unemploy- 
ment rate.  So  when  55,000  of  the 
most  successful  computer  and 
electronics  hardware  manufactur- 
ers and  software  publishers  came 
to  town  last  month  for  the  "largest 
computer  show  in  the  world,"  the 
Computer  Dealers'  Exposition 
(COMDEX),  it  should  have  been  a 
Roman  holiday  for  Vegas. 

It  wasn't.  While  a  driving  rain- 
storm did  little  to  dampen  the  en- 
thusiasm of  the  fair's  participants, 
the  unsteady  state  of  the  economy 
was  uppermost  in  everyone's 
mind.  As  a  result,  the  number  of 
genuinely  new  products  intro- 
duced was  low,  and  the  number  of 
me-too  products  and  enhanced  ver- 
sions of  existing  products  was  very 
high.  "You  aren't  going  to  see  com- 
panies commit  to  leading  the  way 
when  one  wrong  step  can  put  you 
out  of  business,"  says  Digital  Re- 
search President  Gary  Kildall. 
Nevertheless,  there  were  some 
companies  that  bear  watching,  if 
only  for  being  willing  to  leap  into 
the  unknown.  They  are: 

•  Non-Linear  Systems,  Inc.  The 
inventor  of  the  digital  voltmeter, 
Non-Linear's  Kaypro  10  was  the 
fair's  most  outstanding  product.  A 
portable  computer,  the  Kaypro  10 
contains  a  built-in  10  megabyte 
Winchester  drive.  In  layman's 
terms,  that  means  memory  enough 


to  make  virtually  every  small  busi- 
ness and  sales  organization  com- 
pletely portable.  It  should  be  an 
entrepreneur's  delight. 

•  Enter  Computer,  Inc.  It  has  a 
"digital  plotter"  that  can  add  pic- 
ture-drawing capability  to  your 
personal  computer  for  less  than 
$800.  Enter's  Sweet-P  plotter 
cranks  out  lines  at  a  steady  six 
inches  a  second,  and  will  take  just 
about  any  available  commercial 
pen.  For  the  businessman  who 
wants  to  turn  his  spread  sheet  anal- 
ysis into  stunning  bar  graphs  and 
pie  charts,  this  is  just  the  ticket. 

•  Canon  Inc.  While  the  Japanese 
have  made  few  inroads  as  yet  into 
the  U.S.  personal  computer  mar- 
ket, their  printers  are  the  domi- 
nant force.  Canon's  new  A- 12 10 
color  printer  shows  why.  It  is  a 
drop-on-demand  ink  jet  printer 
that  can  print  in  seven  colors  at  up 
to  2,600  dots  per  second,  for  clear 
charts  and  graphics.  About  the  size 
of  a  standard  reference  book,  the 
A-1210  is  a  peripheral  so  good  that 
it  will  become  an  industry  leader 
and  a  personal  computer  must. 

•  Novation.  This  Tarzana,  Calif, 
company  has  introduced  a  mo- 
dem—the device  used  to  link  com- 
puters together  by  telephone  line — 
that  is  one-fifth  the  size  of  any 
other  available  modem.  Called  the 
J-Cat,  it  sticks  onto  the  side  of  a 
telephone  and  performs  every 
function  of  a  full-size  modem,  in- 
cluding automatic  answering  and 
calling.  And  the  best  thing  of  all  is 
its  price,  $179.— S.K. 


Rosen  Research  Inc.,  a  New  York 
market  research  firm.  "Even  so,  the 
Japanese  are  losing  total  market 
share,  because  even  they  can't  supply 
enough  chips  of  a  sufficient  quality  to 
meet  every  demand." 

That  inability  to  insure  absolute 
quality  has  forced  at  least  a  few  Japa- 
nese manufacturers  to  adopt  the  tech- 
nique that  American  manufacturers 
have  used  to  play  catch-up  in  64K: 
redundancy,  "There  is  enough  room 
on  the  chip  so  that,  with  the  right  kind 
of  design,  rows  and  columns  of  redun- 
dant circuits  can  be  incorporated,  to  be 
activated  if  other  parts  of  the  chip  are 
faulty,"  says  Stammerjohn.  "A  deliv- 
ered chip  with  redundant  circuits  acti- 
vated performs  as  well  as  a  perfect  chip 
without  redundant  circuits." 

Thus,  the  Japanese  disdain  for  re- 
dundancy is  eroding,  especially  since, 
according  to  Dyson,  1983  will  mark 
the  introduction  of  even  larger 
RAMs — a  whopping  256K  of  memory 
on  a  single  chip.  Among  Japanese 
chipmakers,  only  Nippon  Electric  is 
claiming  to  be  able  to  offer  RAMs  of 
such  density  without  any  redundant 
circuits.  Fujitsu,  Mitsubishi  and  To- 
shiba, like  Motorola,  will  go  with 
high-redundancy  designs,  following 
IBM  and  Western  Electric,  which 
have  been  making  256K  chips  for  in- 
ternal use  since  last  year. 

If  chip  densities  increase,  will  unit 
sales  continue  to  decline?  If  last  year's 
logic  held,  the  answer  would  be  an 
emphatic  yes.  But  the  prospect  is  that, 
at  least  for  a  year  or  two  following  the 
introduction  of  256K  RAMs,  the 
semiconductor  industry  can  look  for- 
ward to  palmy  days  again.  That's  be- 
cause such  superchips  will  help  the 
computer  industry  spawn  a  new  gen- 
eration of  products.  Donald  Pate,  vice 
president  of  marketing  at  Atasi  Corp., 
a  Silicon  Valley  manufacturer  of  Win- 
chester technology  disk  drives,  ex- 
plains: "It  is  axiomatic  in  the  comput- 
er industry  that  every  increase  in 
memory  capacity  has  rapidly  been 
outstripped  by  demand  for  even  more 
memory.  Three  years  ago,  if  you  had 
predicted  that  portable,  personal  com- 
puters would  be  sold  with  10  mega- 
bytes of  disc  memory,  you  would  have 
been  laughed  off  the  face  of  the  earth. 
Yet  such  products  are  being  shown 
and  shipped.  Offer  a  256K  chip  and 
watch  how  fast  people  find  ways  to 
use  it.  There's  absolutely  no  doubt  in 
my  mind  that  1983  will  turn  out  to  be 
a  good  year  for  the  electronics  busi- 
ness. All  the  signs  point  to  it." 

For  an  industry  whose  glittering 
image  has  shown  a  little  tarnish  late- 
ly, those  are  welcome  words.  ■ 
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Here  comes  Hewlett-Packard's  32-bit  personal 
computer.  Here  comes  IBM.  And — look  out — 
here  comes  Ma  Bell. 


Computers 
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By  Stephen  Kindel 


$1,600 


1,400 


We  are  now  at  the  stage," 
says  Bernard  Murphy,  a  spe- 
cialist in  microprocessor  de- 
velopment at  Bell  Labs,  "where 
microprocessors  will  rapidly  start  to 
close  the  performance  gap  separating 
them  from  mainframe  computers.  By 
the  end  of  the  decade,  you  will  see 
chips  that  can  process  more  than  a 
million  instructions  per 
second  per  dollar  of  proces- 
sor cost." 

If  you  stop  to  think  that 
the  instruction-to-cost  ra- 
tio is  now  10-to-l,  Mur- 
phy's statement  is  slightly 
staggering.  It  means  that 
the  shrinkage  which  has  al- 
ready occurred  in  comput- 
ers— the  packing  of  ever 
more  transistors  on  ever- 
smaller  bits  of  silicon — has 
barely  begun.  The  comput- 
er has  just  started  to  be- 
come a  commodity.  As  it 
does  so,  there  will  be  some 
shifts  in  the  industry  away 
from  its  traditional  entre- 
preneurial style  toward 
large  volume  production 
and  marketing. 

So  far,  the  most  visible 
evidence  of  those  shifts 
comes  from  the  low  end  of 
the  market,  particularly 
Commodore's  emergence 
as  a  high-volume  manufac- 
turer of  quality  computers 
that  sell  for  under  $300.  But 
the  underlying  pressures 
come  from  the  top  of  the 
line.  The  top  of  the  line  in 
computers  used  as  engi- 
neering work  stations  .for 
scientific  applications  now 
is  Hewlett-Packard's  Model 


9000  desk-top  superminicomputer. 
The  9000  uses  an  H-P-developed  32- 
bit  microprocessor,  itself  a  revolu- 
tionary product,  and  a  32-bit  data  and 
address  path — the  "bus"  over  which 
information  travels.  (A  bit  is  the  mini- 
mum unit  of  information  processed 
by  a  computer.)  H-P's  machine,  which 
uses  Bell  Labs'  Unix  operating  sys- 
tem, can  at  any  one  time  address  4 
trillion  items  in  its  memory  directly; 


Computer  prices  go  into  free  fall 


As  efficiencies  of  scale  increase  and  more  powerful 
16-bit  microcomputer  models  are  introduced,  prices 
of  the  most  popular  personal  computers  will  fall. 


Cost  of  personal  computers  in  the  home  market 
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a  16-bit  microprocessor,  by  compari- 
son, can  address  only  64,000  items  at 
any  given  time.  This  extreme  runup 
in  processing  power  means  that  really 
complex  scientific  and  engineering 
tasks,  such  as  computer-aided  design 
(CAD)  and  circuit  design  can  now  be 
done  on  an  individual  basis.  Each  en- 
gineer can  have  his  own;  he  no  longer 
has  to  wait  for  access  to  his  com- 
pany's mainframe. 

The  immediate  impact  of 
H-P's  9000  will  be  felt  in 
the  minicomputer  market, 
which  is  already  hard 
pressed  by  the  growing  pop- 
ularity and  versatility  of 
personal  computers.  With  a 
base  price  of  $28,250  for  a 
complete  work  station,  the 
H-P  9000  is  well  within  the 
reach  of  would-be  engineer- 
ing entrepreneurs,  who,  for 
the  price  of  a  second  mort- 
gage on  their  homes,  can 
invent  and  design  on  a  level 
as  sophisticated  as  the 
dominant  company  in  any 
market.  This  will  lead,  in 
turn,  to  a  speed-up  in  the 
rate  of  technological  devel- 
opment and  new  product 
introductions  in  fields  as 
diverse  as  consumer  elec- 
tronics and  pharmaceuti- 
cals. It  will  also  mean  hefty 
profits  for  H-P:  The  engi- 
neering work  station  mar- 
ket today  accounts  for  only 
about  $50  million  of  the  to- 
tal minicomputer  market, 
but  it  is  increasing  every 
year,  and  is  expected  to  ac- 
count for  5%  to  10%  of  the 
$20  billion  worth  of  mini- 
computers expected  to  be 
sold  by  1986. 
Most  of  us  will,  of  coarse, 
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tt/^nsm?\  never  need  such  a  pow 
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Still,  the  exis- 
tence of  32-bit  machines 
poses  some  real  prob- 
lems for  the  personal  computer  mak- 
ers. Right  now,  most  personal  com- 
puters are  based  on  8-bit  microproc- 
essors. Newer  generations,  starting 
with  the  introduction  of  IBM's  per- 
sonal computer,  use  16-bit  microproc- 
essors. Each  newcomer  into  this  mar- 
ket is  thus  forced  to  choose:  Does  it 
make  a  machine  more  compatible 
with  the  huge  installed  base  of  8-bit 
micros,  or  with  the  latest  generation? 
Says  Gary  Kildall,  president  of  Digital 
Research,  Inc.,  producers  of  the  wide- 
ly used  CP/M  operating  system,  "Of- 
ten, the  choice  is  not  on  the  basis  of 
the  best  technology,  but  on  how  you 
think  you'll  fare  against  your  com- 
petitor's choices.  It  suppresses  cre- 
ativity and  forces  a  lot  of  me-too  prod- 
ucts onto  the  market." 

The  dilemma  can  only  get  tougher. 
"IBM  made  the  personal  computer  re- 
spectable," says  Egil  Juliussen,  chair- 
man of  Future  Computing,  Inc.,  a 
Richardson,  Tex.  market  research 
firm,  "and  that  respectability  has 
quickly  become  market  leadership. 
Now,  everyone  wants  to  be  IBM-com- 
patible." As  anyone  in  the  mainframe 
business  can  tell  the  would-be  micro- 
computer entrepreneur,  trying  to 
chase  IBM  is  no  way  to  grow  a  com- 
pany over  the  long  term. 


Worse,  another  behemoth  is  about 
to  weigh  in.  As  of  Jan.  1,  AT&T  will 
be  able  to  market  computer  products. 
It  is  already  shipping  its  own  Unix- 
based  32-bit  desk-top  machine,  simi- 


Hewlett-Packard's  Model  9000 
The  shape  of  things  to  come. 

lar  to  H-P's  9000,  internally,  and  is  a 
serious  threat  to  line  up  the  federal 
government  as  its  first  major  custom- 
er. "We're  already  walking  in  some  of 
their  tracks,"  says  David  Abramson  of 
Instrumentation     Laboratory  Inc., 


which  has  recently  begun  shipping  a 
16-bit  computer  that  uses  Bell  Labs' 
Unix  operating  system — the  comput- 
er program  that  allows  all  of  the  var- 
ious parts  of  the  computer  to  function 
in  harmony.  "Bell  has  a  lot  more  mar- 
keting savvy  than  anyone  realizes." 

A  company  like  Bell  tramping 
through  an  industry  can  give  pause  to 
many  a  small  company.  Take  $15  mil- 
lion (sales)  Digital  Research,  Inc.  Its 
business  is  heavily  dependent  on  li- 
censes generated  by  its  CP/M  operat- 
ing system.  "There  are  many  people 
who  think  that  the  advent  of  Bell's 
Unix  will  be  the  death  of  CP/M,"  says 
Gary  Kildall.  They're  wrong,  he  says: 
"The  fastest-growing  single  segment 
of  the  computer  business  is  in  the 
under-$500  market.  Commodore  is 
shipping  at  the  rate  of  over  100,000 
machines  a  month.  Every  one  of  those 
machines  uses  our  operating  system." 
Such  a  large  installed  base  also  means 
that  most  programs,  particularly 
games  and  entertainments  for  person- 
al computers,  will  be  written  to  oper- 
ate on  CP/M-based  systems. 

But  despite  his  confidence,  Kildall 
is  hedging  his  bets.  Digital  Research 
has  driven  its  dependence  on  CP/M 
down  from  80%  of  sales  in  1981  to 
30%  last  year.  "It's  really  deadly  to 
your  reputation  to  be  thought  of  as  a 
one-product  company,"  says  Kildall. 
Especially  when  Ma  Bell  is  lurking 
just  around  the  corner.  The  squeeze,  it 
seems,  is  on.  ■ 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50. 

t Four-year  average.       tFour-year  growth.       ItThree-year  growth. 
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MEGA-PROJECT  LENDING 
ISA  BALANCING  ACT 
FEW  BANKS  HAVE  MASTERED. 

HAS  YOURS? 


I If  you  have  ever  been 
involved  in  project 
p  financing  which  requires 
Dan  syndication,  you  know  it's 
lot  a  two-step  process.  Rather,  it  is 
simultaneous,  creative  inter- 
ction  between  two  spheres  of 
knowledge  which  must  be  brought 
nto  balance. 

Simply  put,  a  project 
Dan  must  be  designed  to  meet  the 
riteria  of  both  buyer  and  seller, 
t  a  price  which  fulfills  the  objec- 
ives  of  both.  It's  a  balancing 
>rocess  -  both  an  art  and  a  science 
at  which  Bank  of  Montreal 
:xcels.  We  have  compiled  an 
mpressive  record  of  syndi- 
ated  financings  for  major  projects, 
iut,  more  importantly,  we  have 
arned  the  respect  of  our  peers 
mong  international  lenders  who 
lave  consistently  voted  us  one  of 
he  most  professional  syndicate 
nanagers  in  the  business. 

On  one  side,  we  have  the 
>roven  expertise  required  to 
ccurately  assess  technical  risk,  the 


financial  engineering  skills  to 
structure  the  loan,  and  a  capital  base 
large  enough  to  make  a  major 


underwriting  commitment. 

On  the  other, 
Bank  of  Montreal  specialists  in 
loan  syndication  have  the  global 
experience  and  professional  re- 
spect of  key  project  banks,  as  well 
as  up-to-the-minute  awareness 
of  their  current  lending  posture. 

That's  where  the  balanc- 
ing comes  in.  Our  team  carefully 
weighs  all  these  factors  to  custom 
design  a  proposal  which  meets  the 
requirements  of  acceptable  risk  and 
yield.  Then  they  select  a  banking 
group  so  that  it  forms  a  broad, 
flexible  base  of  support  which  is 
compatible  with  both  your  short- 
term  needs  and  your  longer 
term  relationship  objectives, 
k       Which  is  good  to  remem- 
ber when  you're  weighing 
the  capabilities  of  a  project  bank. 
Contact  your 
Bank  of  Montreal' Account 
Manager,  or  Project  Finance, 
Merchant  Banking  Group,  First 
Canadian  Place,  Toronto,  Canada. 
Telex:  06524041. 


The  office  of  the  future  means  two  things: 
challenge  and  response.  The  trick  is  to  be  a 
challenger,  rather  than  a  responder. 


Office  equipment 
and  services 


By  Jay  Gissen 


Recession?  Unless  a  company.is 
going  out  of  business,  they're 
not  going  to  stop  accounting 
and  they're  not  going  to  stop  payroll," 
says  Josh  Weston,  president  of  Auto- 
matic Data  Processing.  Processing 
payrolls  and  other  bookkeeping 
chores,  on  IBM  and  DEC  equipment, 
are  ADP's  main  business.  Weston  was 
explaining  why  his  $669  million 
(sales)  company  weathered  the  reces- 


sion better  than  the  rest. 

Recessions  come  and  go,  but  coping 
with  the  "office  of  the  future"  may  be 
something  else.  What  is  ADP  going  to 
do  when  its  small-business  customers 
start  to  do  their  accounting  and  pay- 
roll on  their  own  $3,000  personal  com- 
puter? Weston  professes  to  be  un wor- 
ried. "Buying  a  proven  hunk  of  hard- 
ware doesn't  buy  anything  for  a  small 
or  medium-size  company  because  it's 
just  a  very  reliable  enabling  act,"  he 
argues.  "ADP's  service  requires  no 


capital  investment,  no  risk.  We  think 
a  lot  of  companies  would  rather  get 
that  proven  turnkey  service." 

Maybe  so,  but  almost  10%  of  the 
nation's  4  million  small  and  medium 
offices  already  have  computers.  The 
business  has  yet  to  hit  its  stride.  Take  a 
look  at  the  table  below.  You  won't  find 
high-tech  companies  like  Apple, 
Wang,  Amdahl  and  Digital  Equipment 
there.  They're  on  page  124,  listed  un- 
der the  computer  industry,  where 
most  of  the  dominating  forces  in  this 


Office  equipment  and  services 
Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yeai 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

averat 

Office  equipment 

Comdisco 

1 

40.2% 

43.9% 

1.2 

2 

22.3% 

22.2% 

6.2% 

2 

36.7% 

1 

51.3°/! 

Savin 

2 

25.5 

def 

1.5 

1 

25.6 

def 

def 

1 

38.9 

2 

38.1 

Pitney  Bowes 

3 

19.2 

15.5 

0.3 

5 

13.6 

10.6 

5.4 

3 

19.2 

3 

24.9 

Moore  Corp 

4 

18.0 

14.5 

0.1 

4 

15.0 

12.8 

5.4 

6 

11.6 

5 

8.8 

Xerox 

5 

17.3 

12.9 

0.2 

3 

15.0 

11.2 

5.7 

4 

13.8 

4 

9.6 

Nashua 

6 

12.6 

def 

0.3 

6 

10.4 

def 

def 

5 

13.7 

6 

8.8 

Bel!  &  Howell 

7 

4.6 

8.4 

0.3 

7 

4.5 

7.4 

2.2 

7 

7.8 

7 

-3.1 

AM  International 

8 

def 

def 

NE 

8 

def 

def 

def 

8 

5.3 

8 

P-D 

Medians 

17.7 

10.7 

0.3 

14.3 

9.0 

3.8 

13.8 

9.2 

Office  services 

Computer  Sciences 

1 

28.7% 

16.8% 

0.5 

5 

16.5% 

12.8% 

3.1% 

5 

20.6% 

2 

22.3°^ 

Kelly  Services 

2 

27.8 

16.9 

0.0 

1 

27.8 

17.0 

3.0 

4 

23.1 

1 

24.0 

Electronic  Data  Systems 

3 

25.0 

28.3 

0.2 

2 

22.1 

23.3 

9,5 

2 

23.6 

5 

13.9 

Auto  Data  Processing 

4 

21.1 

17.3 

0.2 

4 

17.7 

13.9 

8.5 

1 

24.6 

3 

19.5 

Parker  Pen 

5 

20.1 

0.9 

0.1 

3 

19.0 

1.9 

0.2 

3 

23.3 

4 

15.4 

Purolator 

6 

19.1 

23.5 

0.6 

6 

14.3 

16.4 

3.7 

6 

13.3 

6 

11.2 

Medians 

23.1 

17.1 

0.2 

18.4 

15.2 

3.4 

23.2 

17.5 

Industry  medians 

19.7 

15.0 

0.3 

15.8 

12.0 

3.4 

19.9 

14.7 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
P-D:  profit  to  deficit,    def.  deficit.    NE:  negative  equity 
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industry  now  reside.  Instead,  you  will 
see  old-line  office  products  companies 
like  Pitney  Bowes,  AM  International 
and  Moore.  But  the  fact  is,  whether 
some  of  the  old-timers  will  survive  to 
appear  in  the  Forbes  tables  ten  years 
hence  may  well  depend  on  how  they 
are  positioning  themselves  now  for 
the  vast  new  world,  expected  to  be  a 
$20  billion  market  by  1985,  that  the 
Apples,  Wangs  and  EBMs  are  creating. 

Some  150  companies  of  all  sizes  are 
scrambling  for  a  piece  of  this  market, 
in  copiers,  electronic  typewriters,  fac- 
simile devices,  networking,  telecom- 
munications equipment  and  word 
processors.  Just  a  2%  share  of  the 
word  processing  market  alone,  for  ex- 
ample, would  mean  almost  $100  mil- 
lion in  revenues  in  1985. 

Many  among  the  old-line  office 
supply  companies,  like  AM  Interna- 
tional, Pitney  Bowes  and  Xerox,  have 
been  around  since  before  the  electric 
typewriter  was  invented.  Standpatters 
such  as  AM,  which  seem  to  have  let 
the  computerized  office  pass  them  by, 
will  have  a  tough  time  securing  new 
markets  through  modernization  and 
diversification. 

Take  Pitney  Bowes,  czar  of  Ameri- 
ca's mailrooms.  Until  now,  the  mail- 
room  seemed  insulated  from  the  tech- 
nological revolutions  taking  place  up- 
stairs. Postage  meter  equipment  sales 
still  grow  at  a  steady  14%  annually  at 
Pitney,  which  has  94%  of  the  market. 
But  new  networking  systems  (see  box) 
mean  that  insulation  won't  last  long. 
In  fact,  says  Morgan,  Stanley  analyst 
Ulric  Weil,  "Networking  may  gradu- 
ally do  away  with  Pitney  Bowes 
equipment."  To  get  ready,  Pitney  has 
made  two  key  acquisitions  in  recent 
years,  both  outside  the  mailroom: 
Dictaphone  in  1979  and  Artec  Inter- 
national, a  California  word  processor 
manufacturer,  in  1980.  Says  Pitney 
CEO  Fred  Allen,  "This  is  the  start." 

Though  it  may  seem  dangerous  for 
Allen  to  steer  his  company  into  word 
processors — it's  not  like  his  regular 
line  of  business  and  competition  is 
intense — Pitney  has  little  choice.  It 
also  has  a  great  advantage:  one  of  the 
best  small-company  customer  bases 
in  the  nation.  "The  asset  we  have  is  a 
million  customers  that  buy  our  mail- 
ing equipment,"  says  Allen.  "We  in- 
tend to  exploit  that."  As  the  price  of 
word  processors  drops  further,  a  lot  of 
growth  will  come  from  smaller  com- 
panies that  previously  could  not  af- 
ford them.  That  means  that  Pitney, 
whose  processors  have  special  fea- 
tures enticing  to  the  small  business- 
man, could  see  significant  sales  in 
1984  and  1985,  just  when  its  meter 


business  may  begin  to  flatten  out. 

Like  ADP,  Electronic  Data  Systems 
is  a  company  whose  traditional  busi- 
ness is  threatened  as  computers  get 
cheap  enough  for  any  business  to  af- 
ford. So  far,  one  of  EDS'  specialties — 
processing  medical  insurance 
claims — has  been  unassailable,  says 
President  Mort  Meyerson:  "The  office 
of  the  future  has  had  zero  impact  on 
us.  We  have  a  90%  renewal  rate." 

Says  Morgan,  Stanley's  Weil,  "Each 
computer  services  firm  finds  a  niche 
based  on  its  unique  systems  sophisti- 
cation, applications  expertise  or  his- 
torical business  relationship."  Thus, 
Computer  Sciences  obtains  most  of 
its  $630  million  revenues  from  federal 
and  state  contracts,  ADP  from  basic 
accounting.  Each  offers  expertise  that, 
so  far  at  least,  most  m-house  comput- 
ers could  not  provide.  Which  of  these 
companies  will  do  best?  Says  Weil: 
"EDS  has  a  very  strong  position  in 
medical  claims  processing,  a  nasty 
area.  The  personal  computer  isn't  go- 
ing to  make  many  inroads  there,  ex- 
cept as  a  terminal." 

The  biggest  guessing  game  among 
the  old-line  companies,  however,  is 
giant  Xerox.  With  a  top-notch  sales 
and  service  base  and  technologically 
rich  subsidiaries,  Xerox  seemed  best 
positioned  to  make  a  successful  tran- 
sition into  office  automation.  Yet 
Xerox  hesitated  as  its  copier  business 


floundered.  Now  it  is  on  the  move 
again  (Forbes,  Oct.  25,  1982).  "Like  a 
snake,  it  will  have  to  shed  its  skin," 
says  analyst  Melody  Johnson  of  Kid- 
der, Peabody.  As  with  Pitney,  Xerox 
has  been  basically  a  one-product  com- 
pany. But  it  is  a  giant  (annual  sales, 
$8.7  billion),  so  its  transition  from 
being  a  copier  manufacturer  to  a  sup- 
plier of  information  processing  ser- 
vices will  not  be  easy.  High  R&D 
spending — $575  million  last  year,  a 
30%  increase  since  1980 — could  pe- 
nalize earnings,  as  well  as  new  divi- 
sions' profitability.  Once  the  transfor- 
mation is  complete — most  observers 
think  it  will  take  12  to  18  months — 
Xerox  will  emerge  as  a  leader  in  word 
processors  and  electronic  typewriters, 
as  well  as  copiers. 

Each  of  the  other  companies  in  this 
variegated  industry  tells  a  different 
story  of  transition.  Kelly  Services  has 
the  problem  of  training  its  temporary 
work  force  on  word  processors  and 
electronic  typewriters — each  with  dif- 
ferent instructions.  Nashua  is  stuck 
with  aging  copier  lines  and  little  di- 
versity. Moore,  which  makes  busi- 
ness forms,  must  find  new  forms  for 
computer  use — perhaps,  someday,  a 
substitute  for  paper  itself. 

Challenge  and  response.  The  trick 
is  to  try  to  be  among  the  challengers  a 
few  years  hence,  and  not  among  those 
scrambling  to  respond.  ■ 


Waiting  for  IBM 


Products  from  a  half  dozen  or  more  companies  could  wind  up  in  the 
office  of  the  future.  A  computer  made  by  Wang,  Burroughs  or 
Datapoint,  word  processors  by  CPT,  Pitney  Bowes  or  NBI,  electronic 
typewriters  from  IBM  or  Olivetti,  copiers  from  Xerox  or  3M  and  facsim- 
ile devices,  perhaps,  made  by  Pitney  Bowes.  How  do  you  tie  them  all 
together  so  they  can  "talk"  to  each  other? 

With  "local-area  networking,"  a  system  of  cables,  keyboards  and 
specially  written  programs  to  keep  the  office  from  becoming  an  electron- 
ic Tower  of  Babel. 

At  least  50  networking  systems  are  already  on  the  market.  Once  these 
shake  down  into  some  standardization,  "the  prospects  for  local-area 
networking  are  extremely  high,"  says  Kidder,  Peabody  computer  analyst 
William  Easterbrook. 

Xerox  tried  to  achieve  early  dominance  with  the  introduction  of 
Ethernet  in  May  1980,  a  joint  venture  with  Digital  Equipment  and  Intel. 
But  Ethernet  has  so  far  met  with  only  moderate  success  and,  if  anything, 
prompted  more  companies  to  come  up  with  networking  systems  of  their 
own.  Among  the  contenders  are  Wang,  Datapoint,  Prime  Computer, 
CPT  and  a  horde  of  smaller  firms. 

What  may  finally  settle  all  arguments,  as  usual,  will  be  IBM's  entry 
into  local-area  networking,  expected  some  time  later  this  year.  "That 
will  set  the  standard,"  says  Easterbrook.  "It's  ironic.  You  might  think 
that  it  would  be  a  negative  for  many  companies.  But  it  will  set  the  tone 
and  everybody  will  know  what  to  aim  for."  Assuming  IBM  does  get  in 
sometime  soon,  local-area  networking  hardware  and  software  could  be  a 
$10  billion  business  by  mid-decade,  with  IBM  and  Xerox  battling  for  the 
lion's  share. — J.G. 
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Even  with  a  recovery,  some  industries  may 
never  be  the  same  again.  Take  railcars. 

Construction, 

mining, 
rail  equipment 


1977  to  100,000  by  the  end  of  1980. 
"It  was  like  shooting  59  in  a  golf 
game.  You  forget  that  par  is  72,"  says 
James  Goff,  president  of  GATX'  rail- 
car  group.  Says  Amsted  President 
Robert  Wellington:  "That's  why  this 
isn't  a  normal  recession,  why  we're  all 
in  the  trenches." 

Now  railcar  makers  know  they 
won't  see  such  demand  again — ever. 
This  year  is  almost  universally  writ- 
ten off — deliveries  should  be  a  tiny 
15,000.  By  1984  and  1985,  volume 


Construction,  mining,  rail  equipment 
Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yea 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera; 

Heavy  equipment 

Hyster 

1 

17.2% 

3.2% 

0.2 

1 

14.4% 

3.3% 

2.3% 

3 

10.4% 

1 

17.7*? 

Caterpillar  Tractor 

2 

16.1 

3.4 

0.3 

3 

12.7 

3.3 

1.6 

2 

11.8 

3 

6.3 

)oy  Manufacturing 

3 

15.4 

17.0 

0.1 

2 

13.2 

14.5 

7.7 

1 

12.2 

2 

11.5 

Bucyrus-Erie 

4 

13.2 

6.6 

0.4 

4 

10.8 

5.2 

3.8 

6 

8.7 

4 

5.8 

Amer  Hoist  &  Derrick 

5 

10.0 

def 

0.5 

5 

7.8 

1.5 

def 

7 

8.4 

5 

-2.2 

Clark  Equipment 

6 

4.7 

def 

0.2 

6 

4.2 

def 

def 

8 

2.2 

6 

-18.1 

Harnischfeger 

7 

4.1 

def 

0.5 

7 

4.0 

def 

def 

4 

10.1 

7 

-20.4 

Pettibone 

8 

def 

def 

1.3 

8 

3.8 

def 

def 

5 

9.5 

8 

P-D 

Medians 

11.6 

1.5 

0.4 

9.3 

2.4 

0.8 

9.8 

1.8 

Rail  equipment 

Amsted  Industries 

1 

17.6% 

4.7% 

0.0 

1 

17.2% 

4.5% 

2.9% 

3 

10.5% 

1 

13.0°/! 

ACF  Industries 

2 

13.3 

12.2 

0.7 

3 

7.5 

6.7 

5.4 

4 

10.2 

4 

7.4 

GATX 

3 

12.8 

6.8 

1.3 

4 

5.7 

4.0 

3.3 

5 

8.7 

2 

11.8 

Ampco-Pittsburgh 

4 

11.9 

def 

1.2 

2 

11.8 

2.7 

d'ef 

2 

23.4 

3 

9.2 

Tiger  International 

5 

4.6 

def 

3.2 

5 

5.0 

1.1 

def 

1 

26.3 

5 

-14.3 

Medians 

12.8 

4.7 

1.2 

7.5 

4.0 

2.9 

10.5 

9.2 

Industry  medians 

12.8 

3.2 

0.5 

7.8 

3.3 

1.6 

10.2 

6.3 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
P-D:  profit  to  deficit,    def:  deficit 


By  Barbara  Rudolph 

Y1  ou've  heard  it  in  industry 
after  industry:  "Things  haven't 
been  this  bad  since  the  Great 
Depression."  Often  it's  an  exaggera- 
tion. But  not  in  the  $3  billion  rail 
equipment  industry.  Deliveries  of 
new  freight  cars  last  year  should  hit 
18,000,  the  lowest  level  since  the 
mid- 1930s.  Industry  backlog  is  at  its 
lowest  point  in  over  20  years.  Traffic 
has  been  steadily  declining  for  3  years, 


down  some  25%  since  1980,  and  prof- 
its have  collapsed  along  with  it. 

Railcars  have  always  been  cyclical, 
of  course,  and  this  time  the  swing 
came  with  a  vengeance.  The  peak  of 
the  last  cycle  was  1979,  when  deliv- 
eries hit  a  record  90,000.  That  was 
clearly  a  fluke,  partly  caused  by  the 
fact  that  boxcars  as  tax  shelters  were 
then  the  rage.  Trouble  was,  railcar 
manufacturers  acted  as  if  it  were  not  a 
fluke.  They  grossly  overexpanded 
their  capacity  from  some  70,000  in 
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will  gradually  increase  to  the  30,000- 
to-40,000  range — with  a  strong  econo- 
my, say,  50,000. 

Why  is  this  downsizing  permanent? 
First,  there  were  the  big  mergers  of 
the  past  few  years  that  formed  Nor- 
folk Southern,  CSX,  and  soon,  Pacific 
Rail  Systems.  Take  the  coal-car  mar- 
ket, for  example.  Both  Southern  Rail- 
way and  Seaboard  Coast  Lines  had 
been  buying  their  own  coal  cars;  now 
they  use  Norfolk's  and  Chessie's. 
Railroads  are  also  operating  with  in- 
creased efficiency.  That's  partly  be- 
cause a  slackening  in  traffic  means 
cars  move  more  efficiently.  But  it  is 
also  a  reflection  of  more  sophisticated 
computerized  systems  and  permanent 
cost  controls.  Finally,  rails  have  been 
using  more  piggyback  trains — truck 
trailers  that  are  placed  on  flatcars. 

But  although  demand  in  a  good  year 
is  now  50,000  at  best,  the  industry 
still  maintains  capacity  of  85,000.  No 
question,  a  shakeout  is  beginning.  In 
fact,  says  Kidder,  Peabody's  Graeme 
Lidgerwood,  "It  surprises  me  that  we 
haven't  seen  more  of  it  already."  Pull- 
man got  out  of  the  market  in  April 
1982 — though  President  Jack  Krui- 
zenga  still  insists  they  might  return — 
but  no  other  major  producer  has  yet 
given  up.  There  have,  of  course,  been 
numerous,  indefinite  plant  closings. 
GATX'  Goff  offers  a  plausible  expla- 
nation: Everyone  knows  a  shakeout  is 
coming,  "but  they're  saying,  'Please 
God,  not  me.'  " 

Railcar  companies  must  scramble 
to  position  themselves  for  a  future  of 
even  more  piggybacking.  There  are 
already  some  20  different  designs  for 
flatcars  the  piggyback  trailer  rests  on. 
"The  manufacturers  feel  that  if  they 
come  up  with  the  perfect  piggyback 
car  they'll  have  a  perfect  niche.  But 
with  everyone  trying  to  build  a  better 
mousetrap,  they  won't  all  prosper," 
says  Lidgerwood. 

Who  will?  Over  the  long  run,  low- 
cost  producers  like  the  railcar  divi- 
sions of  Amsted  and  Trinity  Indus- 
tries will.  Trinity  has  proved  its  abili- 
ty to  maintain  good  margins  even  at 
the  bottom  of  the  cycle;  in  1981,  for 
example,  when  operating  capacity 
was  only  30%  but  pretax  margins 
were  12.5% .  In  contrast,  ACF  posted  a 
pretax  margin  of  only  4.3%  in  a  good 
year — 1980,  when  its  operating  capac- 
ity was  90% . 

The  low-cost  producers  will  have 
more  of  an  advantage  because  the  re- 
covery, when  it  does  come,  will  be 
gradual.  Price  competition  will  re- 
main fierce.  No  boom  will  bail  out  the 
weaker  companies. 

In  the  short  run,  component  suppli- 


Hopper  cars  carrying  coal 

A  shakeout  is  coming,  but  everyone  is  saying,  "Please  God,  not  me.' 


ers  will  probably  do  better  than  com- 
panies that  make  railcars.  Piggyback 
cars  travel  so  much  faster  than  box- 
cars, and  "unit"  coal  cars  are  so  much 
heavier,  that  their  wheels  quickly 
wear  out.  So  Amsted's  wheel  supply 
business  should  improve.  On  the  oth- 
er hand,  the  side  frames  and  bol- 
sters— the  nuts  and  bolts  that  connect 
the  wheel  to  the  car — rarely  wear  out 
before  the  car.  So  the  National  Cast- 
ings division  of  Midland-Ross,  for  ex- 
ample, won't  turn  around  overnight. 
Already  one  of  the  largest  producers  of 


side  frames  and  bolsters,  Diversified 
Industries  has  abandoned  the  market. 
If  grain  exports  pick  up  soon,  special- 
ties like  the  covered  hopper  would 
benefit,  helping  Tiger's  North  Ameri- 
can Car  and  FMC. 

But  the  business  will  never  be  the 
same,  and  the  railcar  makers  know  it. 
Looking  on  the  bright  side,  Amsted's 
Wellington  says:  "On  the  other  hand, 
we  won't  have  the  same  number  of 
builders  and  suppliers.  So  things  will 
be  all  right,  eventually,  for  those  of  us 
who  are  left."  ■ 


"Cover  your  head  while  the  shrapnel  falls" 


A few  years  ago  Joy  Manufactur- 
ing seemed  to  be  a  capital 
goods  company  able  to  buck  any 
recession.  Well  managed,  diversi- 
fied, Joy  always  had  a  clean  balance 
sheet — long-term  debt  has  aver- 
aged just  16%  of  capital  over  the 
past  decade.  Earnings  have  grown 
more  than  fivefold  since  1972.  And 
for  the  fiscal  year  ended  September 
1982,  Joy's  profits  were  down  just 
slightly — from  $4.48  a  share  to 
$4.27  a  share. 

No  more.  The  last  two  quarters 
of  1982  were  weak  and  earnings 
will  probably  collapse  in  1983;  ana- 
lysts are  currently  projecting  $1.50 
to  $2.00.  They  will  come  back  in 
1984,  but,  at  best,  only  to  around 
$3.00.  The  economy  has  finally 
caught  up  with  Joy — one  less  "re- 
cession-proof" company. 
Why?   First,   Joy's  oil  service 


group  has  been  hurting  for  some 
time.  Then  came  a  steep  drop  in 
profits  in  the  coal  group,  which 
makes  underground  mining  equip- 
ment and  provides  45%  of  rev- 
enues. Hard-pressed  mining  com- 
panies have  cannibalized  parts 
from  idle  machines  to  repair  those 
that  are  working. 

But  while  even  a  good  company 
can't  resist  a  recession  forever,  it 
can  continue  to  gain  market  share. 
Joy  has,  probably  at  the  expense  of 
Ingersoll-Rand  and  Dresser.  Joy  has 
also  managed  to  continue  expand- 
ing its  sales  network  overseas.  So, 
while  things  look  bleak  in  the 
short  run,  Joy's  long-term  pros- 
pects are  excellent.  In  the  mean- 
time, as  AG.  Becker's  Kay  Rear- 
don  puts  it,  "You  just  do  what  you 
can  and  then  cover  your  head  while 
the  shrapnel  falls." — B.R. 
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Detroit's  retooling  is  largely  over,  and  a  huge 
inventory  of  Japanese  machine  tools  has  piled 
up  in  U.S.  warehouses.  What  a  difference  a 
couple  of  years  can  make. 

Industrial 
equipment 
and  services 


By  John  A.  Byrne 


JUST  TWO  SHORT  YEARS  ago,  eU- 
phoric  machine  tool  executives 
were  pushing  equipment  out  of 
their  factories  during  the  biggest 
boom  in  their  history.  Driven  by  De- 
troit's $3.4  billion  retooling  in  1979 
and  1980,  a  record  $5  billion  order 
backlog  then  exceeded  industry  ca- 
pacity by  20%. 

But  that  was  yesterday.  The  boom 
has  collapsed  with  a  thud.  For  all  of 
1982  orders  totaled  a  mere  $1.5  bil- 
lion— roughly  the  same  as  the  first 
quarter  of  1980.  Plant  closings  are 
widespread.  Machine  tool  companies 
have  shed  nearly  a  quarter  of  their 
work  force  in  the  past  year  alone.  "We 
have  a  full-scale  depression  in  this 
industry,"  declares  a  spokesman  for 
the  National  Machine  Tool  Builders 
Association. 

Of  course,  depressions  do  eventual- 
ly end,  but  a  rebound  for  machine  tool 
companies  doesn't  appear  likely  for 
this  year.  Before  that  rebound  is  com- 
plete, the  industry  will  have  to  com- 
pete against  mountains  of  unsold  Jap- 
anese machine  tools.  The 
glut,  estimated  to  range 
between  5,000  and  10,000 
units  worth  as  much  as 
$500  million,  resulted 
from  a  continued  increase 
in  shipments  by  the  Japa- 
nese over  the  past  one  and 
a  half  years,  despite  slow- 
ing demand. 

Domestic  producers 
now  fear  this  stockpile 
could  delay  their  recov- 
ery— up  to  a  full  year 
for  machining  centers  and 
for  numerically-con- 
trolled lathes.  It's  simple: 
"The  choice  for  a  com- 
pany is  to  buy  a  machine 


that  can  be  shipped  almost  immedi- 
ately or  to  order  one  from  a  company 
that  has  to  call  back  laid-off  workers," 
says  Joe  Franklin,  statistical  director 
for  the  machine  tool  builders  group. 

Not  only  has  the  auto  industry  de- 
mand collapsed,  but  so  has  another 
major  customer  that  fueled  the  boom, 
commercial  aerospace.  Ditto  for  con- 
struction and  agricultural  equipment, 
two  other  strong  machine  tool  cus- 
tomers. "And  finally  the  industry  that 
all  of  us  thought  would  hold  up — 
energy — stopped  buying,"  says  James 
Geier,  CEO  of  Cincinnati  Milacron 
Inc.  "All  the  major  customers  for  the 
industry  went  out  with  the  exception 
of  defense  and  that  has  come  on 
slower  than  people  expected." 

Adds  Parker-Hannifin  CEO  Patrick 
Parker:  "The  big  valley  of  pain  is  that 
whole  U.S.  industrial  business.  Our 
U.S.  industrial  customers  are  off  30% 
to  40%  whereas  in  Europe  we  are  see- 
ing only  a  5%  to  10%  decline  in  our 
business." 

To  tide  itself  over  during  the  crisis, 
the  industry  has  been  working  to  re- 
duce costs.  Cincinnati  Milacron  has 


Japanese  machine  tools  stockpiled  in  a  U.S.  warehouse 
Will  they  delay  a  recovery  for  U.S.  makers? 


laid  off  15%  of  its  U.S.  work  force, 
temporarily  closed  plants  for  week- 
long  periods  and  shifted  work  among 
factories  to  keep  some  running  long- 
er. Even  so,  the  company  expects  a 
50%  plunge  in  operating  income  for 
1982.  Ex-Cell-O,  which  has  shut 
down  a  machining-center  plant  and 
consolidated  two  divisions,  has  al- 
ready given  notice  that  1983  earnings 
will  fall  below  last  year's  depressed 
level.  Anticipating  a  massive  50%  fall 
in  sales  for  1983,  Cross  &  Trecker  has 
mothballed  three  plants  and  laid  off 
37%  of  its  employees  in  the  past  year. 

Acme-Cleveland,  which  has  cut  its 
work  force  by  nearly  45%  in  the  past 
two  years,  to  3,400,  is  betting  on  the 
factory  of  tomorrow  to  insure  its  own 
future.  Playing  the  role  of  venture 
capitalist,  the  machine  tool  builder 
has  invested  $7.4  million  in  five  small 
entrepreneurial  ventures  that  range 
from  laser  systems  and  robotics  to 
computer-aided  design  and  manufac- 
turing. Acme-Cleveland,  as  a  minor- 
ity partner,  hopes  to  tap  the  expertise 
of  these  firms  to  diversify  from  its  line 
of  machine  tools  and  foundry  equip- 
ment. "We  want  to  be  less 
affected  by  these  cyclical 
downturns  in  the  future," 
says  Vice  President  Rich- 
ard Ainsworth. 

Even  some  of  the  higher 
flying  industrial  service 
concerns  have  been  hit 
very  hard.  "It  has  been  a 
grueling  year,"  says  An- 
ixter  Brothers  Inc.  CEO 
Alan  Anixter.  "That's  the 
only  way  to  describe  it." 
The  wire  and  cable  dis- 
tributor reported  a  13% 
decline  in  earnings  for  fis- 
cal 1982.  This  came  de- 
spite a  22%  rise  in  sales 
boosted  by  such  growing 
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sectors  as  cable  television  and  tele- 
phones— two  areas  that  most  compa- 
nies don't  have  to  offset  the  downturn 
m  their  basic  businesses. 

What  then  could  put  the  industry 
back  on  a  growth  path?  Traditionally, 
the  upturn  for  machine  tools  comes 

I  when  capacity  use  hits  80%.  That's 
the  point  at  which  most  industrial 
companies  can  no  longer  put  off  in- 

i  vestments  in  new  capital  equipment. 

I  Trouble  is,  no  one  in  the  industry  is 
forecasting  an  operating  rate  of  80% 
until  mid- 1984.  And  a  pickup  in  ma- 
chine tool  orders  doesn't  translate 
into  increased  profits  and  revenues 
until  six  to  nine  months  after  the 
equipment  is  delivered. 

However,  many  executives  are 
buying  the   theory  that  operating 


rates,  now  around  68%,  really  will  not 
have  to  hit  that  magic  80%  level. 
They  are  hoping  that  the  latest  down- 
turn has  been  so  severe  that  compa- 
nies will  have  to  play  a  necessary 
game  of  catch-up  just  to  replace  their 
obsolescent  machinery.  Wishful 
thinking?  Probably. 

"Between  little  demand  and  very 
weak  pricing,  you  have  the  makings 
of  an  industry  that  will  probably  oper- 
ate in  the  red  in  1983,"  predicts  Eli 
Lustgarten,  a  Paine  Webber  analyst. 
"Even  a  50%  increase  in  machine  tool 
orders  over  1982  will  not  bring  the 
industry  up  to  profitable  levels."  And 
the  industry's  backlog  of  orders  has 
fallen  more  than  60%  in  the  past  year, 
to  $1.4  billion. 

One  clue  as  to  when  smart  execu- 


tives think  the  recovery  may  come: 
Cross  &  Trecker  isn't  going  to  roll  out 
its  new  products  until  the  fall  of  1984. 
That's  a  long  way  off  for  a  company 
whose  backlog  has  dwindled  to  $96.5 
million  from  $353  million  a  year  ear- 
lier. CEO  Richard  Lindgren  seems  to 
have  some  qualms  about  waiting  that 
long.  "Just  as  we  were  wrong  on  the 
rosy  side  of  the  ledger  two  years  ago," 
he  says,  "we  have  to  be  very  careful 
that  we're  not  equally  wrong  in  pre- 
dicting doom  and  gloom  in  the  future. 
Things  are  never  so  good  as  they  seem 
to  be  and  never  so  bad  as  they  appear." 
A  good  point,  that.  But  his  qualms 
may  be  groundless.  There's  little 
question  that  the  machine  tool  indus- 
try is  in  for  some  tough  times,  maybe 
for  a  long  time.  ■ 
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"Take  the  world's  finest  executive  jeH 
and  make  it  even  better.  That's  wfcl 
we're  doing  with  the  Gulf  stream 111 " 


By  Allen  E.  Paulson 

Chairman  and  President 
Gulfstream  Aerospace  Corporation 

"I  think  I  can  safely  say  that  since  it 
first  flew  on  schedule  in  December 
1979,  our  Gulfstream  III  has  dominat 
the  market  for  intercontinental  busi- 
ness jets. 

"Evidently,  decision  makers  in  the 
world's  leading  corporations  and 
governments  have  determined  time  ai 
time  again  there  is  no  alternative  to  tl 
levels  of  performance  and  productivi 
the  Gulfstream  III  offers. 

"Even  its  challengers  apparently 
have  concluded  that  its  superiority  is 
overwhelming. 

"They  have  had  to  rethink  where 
they  fit  into  the  market;  and  for  the 
most  part,  they  are  now  comparing 
themselves,  not  with  the  Gulfstream  1 
or  even  the  Gulfstream  II,  but  with 
medium-sized  business  jets. 

"The  Gulfstream  III  we  are  now 
delivering  to  customers  is  a  remarkab 
airplane. 

"But  we  know  that  every  machine, 
no  matter  how  good  it  is,  can  be 
improved. 

"And  the  Gulfstream  III  is  no 
exception. 


Meaningful  technology, 
meaningful  improvements. 

"In  my  experience,  the  airplane  ha 
always  been  an  ideal  candidate  for 
improvement. 

"Technology  and  engineering  inge- 
nuity find  ways  to  make  it  land 
and  take  off  ^^^^^^^^^m 

farther  and  higher,  handle  better,  use 
less  fuel,  be  more  efficient — and  not  t 
least  important — safer  to  operate. 

"That's  why  we  are  constantly 
looking  at  the  Gulfstream  III  to 

J 


If  you  are  interested  in  knowing  more  about  Gulfstream  Aerospace  Corporation,  we  will  be  pleased 
to  send  you  our  latest  annual  report.  Address  your  request  to  Senior  Vice  President,  Finance, 
Gulfstream  Aerospace  Corporation,  P.O.  Box  2206,  Savannah,  Georgia  31402  U.S.A. 


■  1983  Gulktream  Aerospace  Corporation-  Member  GAMA 


I  places  where  improvements  can 
nade  that  will  be  meaningful  for 
executives  and  government  leaders 
>  travel  in  it  and  the  pilots  who  fly  it. 
Take  the  cockpit. 

The  new  generation  of  commercial 

iners  has  brought  about  a  techno- 
ical  revolution  in  equipment  and 

ems  available  to  the  flight  crew. 

Because  our  customers  demand  as 
bh  sophistication — if  not  more — in 
i  r  aircraft  as  the  airlines  do,  we  are 
Sneering  these  highly  advanced  new 
j  ems  into  the  Gulfstream  III. 
SiTor  example,  the  Gulfstream  III  is 
illy  suited  to  accept  electronic  flight 
irument  systems — EFIS,  for  short — 
t  are  standard  on  the  Boeing  757 
..  767. 

i'For  years,  basic  aircraft  flight 
ruments  have  been  complicated, 
Uile  electro-mechanical  devices, 
iited  in  the  type  and  amount  of 
)rmation  they  could  display. 
'EFIS  is  changing  all  that. 
;'EFIS  brings  the  familiar  television 
:nitor  into  the  cockpit;  and  symbol 
ierators  driven  by  air  data  com- 
jers  create  an  almost  unlimited 
;ount  of  highly  reliable  data  that  can 
displayed  to  the  crew  in  far  more 
laningful  ways — commands,  direc- 
ts, color  visual  cues  and  symbols. 
'We're  making  sure  EFIS  will  be 
ilable  on  the  Gulfstream  III  because 


With  the  largest,  longest  cabin  of  any 
executive  jet,  the  Gulfstream  III  easily 
accommodates  custom-designed  interiors 
that  provide  optimum  in-flight  environ- 
ment for  as  many  as  19  passengers. 

it  will  put  a  better  airplane  in  the  hands 
of  more  effective  pilots. 

Improving  the  parts 
to  improve  the  whole. 

"It  is  amazing  to  think  of  all  the  new 
technology  that  has  appeared  since  we 
first  flew  the  Gulfstream  III  prototype 
just  three  years  ago.  It  is  also  gratifying 
to  think  how  quickly  so  much  of  it  has 
found  its  way  into  the  Gulfstream  III. 

"Digital  display  instruments  are 
replacinglhe  familiar  analog  type. 

"Lighter,  more  powerful  'black 
boxes'  take  less  space  on  the  avionics 
rack,  but  increase  dependability. 

"The  Gulfstream  III  is  the  first 
transport  aircraft  to  incorporate  an 
advanced  solid-state  AC  electrical  sys- 
tem that,  until  now,  has  been  available 
only  on  sophisticated  military  aircraft. 

"Soon,  a  Gulfstream  III  will  be 
equipped  with  an  inertial  navigation 
system  that  uses  a  ring  laser  gyro 
instead  of  conventional  gyros.  The 
increases  in  accuracy,  programming 


speed  and  reliability  in  this  optional 
flight  guidance  system  will  be  dramatic. 


Exchanging  weight 
for  muscle. 

"We're  even  making  the  Gulfstream 
III  lighter  so  it  can  work  harder. 

"For  every  200  pounds  of  weight  we 
can  take  out  of  the  basic  airplane,  an 
operator  can  add  another  passenger  and 
baggage  or  an  equivalent  amount  of 
fuel.  So  our  on-going  weight  reduction 
program  is  another  way  of  improving 
the  Gulfstream  III,  with  an  emphasis 
on  productivity. 

"The  new  AC  electrical  system,  for 
instance,  weighs  nearly  200  pounds  less 
than  the  system  it  replaces. 

'More  weight  will  come  out  when 
we  begin  installing  new  control 
surfaces — rudder,  ailerons,  flaps — 
we're  engineering  of  composite  struc- 
tures developed  for  space  vehicles. 

"These  new  materials  will  help 
reduce  the  weight  of  the  Gulfstream  III 
without  compromising  structural 
integrity. 

"The  list  of  major  improvements 
we're  making  in  the  Gulfstream  III  gets 
very  long. 

"The  reason  is  very  simple. 

"Our  plan  to  continue  dominating 
the  market  for  executive  jets  is  to  make 
certain  we  always  will  have  the  best 
airplane  you  can  own  and  operate. 

"I  invite  you  to  get  in  touch  with 
Charles  G.  Vogeley,  our  Senior  Vice 
President  of  Marketing,  in  Savannah, 
Georgia  at  (912)  964-3274. 

"He  can  tell  you  all  the  reasons  why, 
as  an  investment  in 
superlative  executive 
transport,  the  world's  1VJ 
finest  executive  jet 

gets  better  and  Gulfstream 
better  all  the  time!'  Aerospace 


The  Gulfstream  III.  The  Ultimate. 


Whatever  happened  to  R2D2? 


Sales  of  industrial  robots  were 
supposed  to  grow  by  45%  last 
year.  Instead  they  grew  by  10%,  if 
that,  and  wound  up  the  year  at 
around  $170  million,  a  drop  in  the 
bucket  of  U.S.  industry.  Since  this 
was  one  of  the  much-touted  "an- 
swers" to  the  problem  of  increas- 
ing U.S.  industrial  productivity,  it 
doesn't  seem  to  make  much  sense. 
What  happened? 

In  a  word,  Detroit.  "Our  robot 
industry  is  too  heavily  dependent 
on  the  automotive  business  [which 
uses  60%  of  all  U.S.  robots],"  says 
Paul  Aron,  an  executive  vice  presi- 
dent with  Daiwa  Securities  Amer-   

ica.  "When  autos  got  hit,  so  did  robots."  The  high  cost 
of  capital  did  little  to  make  robots  attractive  to  other 
industries,  either. 

Worse  still,  more  than  50  American  producers  are 
vying  for  that  still-tiny  market.  Among  the  latest  en- 
tries— joining  such  leaders  as  Unimation  Inc.  and  Cin- 
cinnati Milacron — are  IBM  and  General  Motors,  both 
through  licensing  agreements  with  Japanese  producers. 
"Everybody  jumped  into  it  thinking  it  would  be  a  big 
thing,  and  it  became  a  cost  center  instead  of  a  profit 


IBM  robot 

"Everybody  jumped  into  it. 


center,"  says  a  spokesman  for  the 
National  Machine  Tool  Builders 
Association. 

Of  course,  many  had  made  the 
leap  when  the  so-called  reindustria- 
lization  of  America  became  some- 
thing of  a  boardroom  buzzword.  "A 
year  or  two  ago,  the  headlines  said 
factory  automation  was  God's  gift 
to  the  manufacturing  world,"  says 
Eli  Lustgarten,  a  Paine  Webber 
Mitchell  Hutchins  analyst.  "That 
rhetoric  has  since  disappeared,  and 
now  you're  seeing  that  factory 
automation  follows  the  normal  cy- 
clical rules."  In  short,  robots  aren't 
recession-proof. 
At  least  not  in  the  U.S.  The  Japanese  market  grew  by 
about  50%  in  1982,  largely  because  of  receptive  worker 
and  management  attitudes.  So  Japan,  which  leads  the 
world  with  22,000  installed  robots  compared  with 
6,000  in  the  U.S.,  further  widened  its  lead  in  the  race  to 
automate.  By  1990,  the  Japanese  market  should  grow 
tenfold,  to  $5  billion  in  annual  robot  sales,  compared 
with  about  $2  billion  in  the  U.S.  And — you  guessed  it — 
a  substantial  portion  of  the  U.S.  total  is  likely  to  be 
accounted  for  by  Japanese-made  models. — J.A.B. 


Industrial  equipment  and  services 
Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

5-year 
rank 

5-year 
average 

latest 
12 

months 

debt/ 

equity 

ratio 

5-year 
rank 

5-year 
average 

latest 
12 

months 

net 

profit 

margin 

5-year 
rank 

5-year 
average 

5-year 
rank 

5-yes 
aver; 

Rexnord 

21 

11.9% 

2.7% 

0.5 

22 

10.1% 

3.5% 

1.0% 

16 

12.1% 

23 

1.5' 

Stewart-Wamer 

22 

10.8 

5.0 

0.0 

21 

10.6 

4.8 

2.9 

30 

4.9 

22 

1.6 

UMC  Industries 

23 

1C.6 

6.6 

0.7 

24 

9.1 

5.6 

2.1 

23 

9.8 

24 

-0.4 

Research-Cornell 

24 

10.4 

11.4 

0.5 

23 

10.0 

10.4 

3.1 

15 

13.1 

7 

17.4| 

McDermott 

25 

10.3 

13.0 

0.2 

25 

7.3 

8.5 

4.0 

1 

32.4 

27 

-5.4 

Amerace 

26 

9.9 

2.5 

0.4 

26 

6.5 

2.8 

1.2 

29 

5.9 

26 

-1.9 

Day  co 

27 

9.8 

1.3 

1.2 

27 

6.3 

2.8 

0.3 

24 

9.5 

25 

-1.2 

Allis-Chalmers 

28 

1.6 

def 

0.4 

28 

3.6 

def 

def 

28 

6.6 

28 

-23.7 

Peabody  Intl 

29 

0.6t 

1.9 

0.3 

3.3 

0.5 

21 

10.2J 

29 

-45.5 

General  Refractories 

30 

def 

def 

0.8 

29 

def 

def 

def 

27 

6.7 

30 

P-D 

Medians 

15.9 

12.9 

0.3 

13.4 

10.5 

3.9 

12.6 

11.0 

Industrial  services 

Gelco 

1 

25.5% 

13.6% 

6.6 

5 

8.6% 

8.4% 

3.1% 

1 

44.6% 

2 

28.2° 

PHH  Group 

2 

23.9 

20.2 

3.6 

6 

6.0 

7.4 

6.1 

2 

29.0 

4 

21.1 

Waste  Management 

3 

23.8 

23.7 

0.3 

2 

17.3 

18.4 

11.0 

3 

28.1 

1 

31.9 

Anixter  Bros 

4 

21.2 

19.4 

0.6 

3 

15.7 

14.4 

3.0 

4 

19.8 

3 

23.3 

National  Svc  Inds 

5 

19.9 

18.8 

0.0 

1 

17.3 

16.5 

5.7 

6 

10.3 

6 

15.8 

Browning-Ferris  Inds 

6 

18.5 

20.7 

0.4 

4 

12.4 

14.5 

8.5 

5 

14.0 

5 

20.3 

Medians 

22.5 

19.8 

0.5 

14.1 

14.5 

5.9 

24.0 

22.2 

Industry  medians 

16.5 

12.8 

0.3 

13.4 

9.6 

3.9 

13.2 

13.0 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 

tFour-year  average    tFour-year  growth    P-D:  profit  to  deficit    def:  deficit.    "Not  available;  not  ranked 
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What  do  you  when  your  traditional  business 
runs  out  of  juice?  Plug  into  new  outlets. 


Electrical 
equipment 


By  Snbrata  N.  Chakravarty 

Y1  ou  wouldn't  expect  an  in- 
dustry seemingly  as  closely  tied 
as  electrical  equipment  is  to  the 
capital  spending  cycle — and  to  one  of 
the  most  stagnant  parts  of  it,  electric 
utility  construction — to  be  awash 
with  optimism.  The  fact  is,  there  are 
some  definite  signs  of  it. 

True,  in  1982,  all  but  one  of  the 
companies  listed  here  had  lower  prof- 
itability than  their  historical  aver- 
ages, and  median  profitability  de- 
clined   significantly.  Surprisingly, 


though,  the  industry  actually  wi- 
dened the  profitability  gap  between 
itself  and  the  median  for  American 
industry  as  a  whole. 

Why?  Because  electrical  equipment 
in  reality  no  longer  is  that  closely  tied 
to  capital  spending.  "Most  major 
companies  have  changed  their  com- 
position in  the  last  several  years," 
says  analyst  Russell  Leavitt  of  Smith 
Barney.  "The  mix  has  shifted  away 
from  cyclical,  traditional  businesses." 

The  reason:  pure  survival.  Only  25 
new  power  plants  came  on  line  in 
1981,  down  from  35  in  1980.  And  al- 


though some  utility  executives,  like 
A.W.  Vogtle  of  the  Southern  Co.,  are 
going  ahead  with  new  construction 
(see  p.  103),  most  prefer  to  stay  in  a 
holding  pattern  as  long  as  demand 
remains  stagnant. 

So  diversification  has  become  the 
name  of  the  game.  Many  companies 
have  moved  strongly  into  electronics, 
defense  and  services.  Those  areas  are 
buoying  them  up  nicely.  The  most 
broadly  diversified  companies,  such 
as  Emerson  Electric  and  General  Elec- 
tric, performed  near  their  historical 
averages  in  return  on  equity  last  year, 


Westinghouse's  Group  W  Satellite  Communications  center  in  Stamford,  Conn. 
Wiring  America  in  a  different  way. 
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and  even  hard-pressed 
McGraw-Edison  has  had 
more  balance  since  it 
acquired  Studebaker- 
Worthington  three  years 
^■LJ  ago.  McGraw-Edison, 
burdened  by  debt,  has  managed  to  un- 
load unsuccessful  consumer  business- 
es, while  keeping  many  of  Studebak- 
er's  industrial  businesses. 

Westinghouse,  too,  has  rid  itself  of 
many  consumer  appliance  businesses 
and  has  sold  its  lighting  business. 
Though  it  still  gets  33%  of  sales  and 
35%  of  pretax  profits  from  supplying 
power  systems  to  electric  utilities, 
other  lines  are  growing.  Industrial 
electrical  equipment,  defense  elec- 
tronics and  broadcasting  together  pro- 
duce some  50%  of  profits.  The  acqui- 
sition of  Teleprompter,  too,  put  West- 
inghouse into  another  hot  field,  cable 
television.  So  far,  the  only  impact  has 
been  heavy  investment  in  cable  sys- 
tems and  services,  but  analyst  Leavitt 
expects  Teleprompter  (now  called 
Group  W  Cable)  will  help  earnings  in 
years  to  come.  And  just  last  month 
Westinghouse  announced  plans  to 
purchase  Unimation,  the  industrial 
robotmaker,  for  $107  million.  It's  an- 
other new  field  that  will  require 
heavy  investment  before  paying  off. 

Westinghouse,  in  fact,  was  the  only 
electrical  equipment  company  to 
show  a  higher  return  on  equity  last 
year  over  its  historic  average.  There 
are  some  reasons  for  that.  First,  equity 
declined  significantly  as  a  result  of 
the  uranium  contract  settlements  in 


1980.  Second,  Westinghouse's  after- 
tax earnings  have  been  stronger  lately 
because  of  a  very  low  effective  tax  rate 
(under  23%  in  1981). 

On  the  other  hand,  look  at  Square 
D;  the  industry  leader  in  years  past, 
which  has  tumbled  sharply  in  profit- 
ability. The  reason:  Square  D  has  cho- 
sen not  to  diversify  as  much  as  some 
others.  Without  services  or  defense 
business  and  with  only  a  small  elec- 
tronics business,  it  is  heavily  depen- 
dent upon  the  old  markets — utilities 
and  nonresidential  construction. 

There  is  another  side  to  this  coin,  of 


Tyco 's  fire  protection  sprinklers 
Diversify  or  get  burnt. 

course.  If  diversification  provides  a 
degree  of  balance,  it  also  removes 
some  of  the  upside  leverage.  "What  it 
means  is  that  the  industry  doesn't  fall 
apart  in  a  recession,  but  on  the  other 
hand,  it  doesn't  explode  when  the 
economy  picks  up,"  says  Kidder,  Pea- 
body's  Robert  McCoy.  In  fact,  McCoy 
expects  only  a  15%  gain  in  industry 
earnings  in  1983,  the  same  as  for  the 
Standard  &  Poor's  500.  Thus,  once  the 


economy  picks  up,  Square  D  stands  to 
improve  sharply.  McCoy  estimates 
that  it  will  do  slightly  better  than  the 
S&P's  500  in  1983,  and  in  1984,  he 
says,  it  will  be  up  an  impressive  36% . 

This  year's  industry  leader  is  a  new- 
comer to  the  Forbes  list,  Tyco  Labo- 
ratories. An  aggressively  acquisition- 
minded  company,  Tyco  gets  its  prin- 
cipal growth  from  acquiring  and 
turning  around  troubled  companies, 
or  trying  to  acquire  them.  A  good  part 
of  earnings — some  10%  in  each  of  the 
past  three  years,  over  30%  in  1979 — 
comes  from  capital  gains  from  abor- 
tive takeover  attempts.  For  example, 
Tyco  had  bought  about  a  third  of  Cut- 
ler-Hammer for  $94  million  by  mid- 
1978.  When  Eaton  went  after  Cutler- 
Hammer  a  short  time  later,  Tyco  ten- 
dered its  shares  for  $1 16  million.  Tyco 
has  the  highest  debt-to-equity  ratio  in 
the  industry  as  a  result  of  its  purchase 
of  Ludlow  Corp.  in  1981.  But  debt  is 
partially  offset,  says  Jerome  Connoy 
of  Furman  Selz,  by  the  503,000  shares 
of  Allied  Corp.  $12  cumulative  pre- 
ferred stock,  worth  $50  million,  that 
Tyco  got  when  it  sold  its  19%  owner- 
ship in  Fisher  Scientific  to  Allied. 
With  leadership  positions  in  fire  pro- 
tection and  underwater  cable,  and  an 
opportunity  to  turn  Ludlow  around, 
Tyco,  too,  should  benefit  from  an  up- 
turn in  the  economy. 

With  aggressive  cost-cutting,  tight 
controls  and  diversification,  the  elec 
trical  equipment  industry  has  weath- 
ered a  terrible  year.  Who  says  you 
can't  teach  old  dogs  new  tricks?  ■ 


Electrical  equipment 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

averag 

Tyco  Laboratories 

1 

31.5% 

19.4% 

1.2 

8 

15.8% 

10.8% 

4.2% 

1 

33.7% 

1 

30.0% 

Square  D 

2 

23.3 

16.0 

0.2 

3 

18.9 

13.2 

7.0 

8 

14.4 

9 

12.4 

Emerson  Electric 

3 

21.5 

20.2 

0.1 

1 

20.0 

19.5 

8.6 

4 

17.4 

7 

14.5 

General  Electric 

4 

20.4 

19.2 

0.1 

4 

18.2 

17.7 

6.6 

9 

11.1 

10 

12.3 

National  Svc  Inds 

5 

19.9 

18.8 

0.0 

5 

17.3 

16.5 

5.7 

10 

10.3 

5 

15.8 

W  W  Grainger 

6 

19.4 

15.8 

0.0 

2 

19.0 

14.9 

6.5 

6 

16.2 

5 

15.8 

Harvey  Hubbell 

7 

17.7 

17.5 

0.0 

6 

17.1 

16.5 

8.0 

5 

16.3 

8 

12.5 

Raychem 

8 

17.5 

11.2 

0.1 

7 

16.0 

10.0 

5.3 

3 

24.7 

2 

26.0 

Johnson  Controls 

9 

17.0 

15.0 

0.3 

9 

14.3 

12.4 

4.3 

2 

27.2 

3 

18.7 

Westinghouse  Electric 

10 

15.6 

15.8 

0.3 

10 

13.5 

13.4 

4.7 

12 

7.0 

4 

18.4 

McGraw-Edison 

11 

13.3 

11.0 

0.8 

11 

11.8 

8.9 

2.8 

7 

15.3 

11 

10.5 

Robertshaw  Controls 

12 

8.9 

4.7 

0.6 

12 

7.3 

4.6 

1.5 

11 

8.8 

12 

5.6 

Industry  medians 

18.6 

15.9 

0.2 

16.6 

13.3 

5.5 

15.8 

15.2 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
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No  one  denies  that  demand  for  concrete  will 
rebound  after  the  recession.  The  real  question 
is:  Will  there  be  a  tremendous  shortage  of  the 
stuff?  Don 't  hold  your  breath. 


Building 
materials 


By  Jeff  Blyskal 


During  the  past  four  or  five 
years  there  have  been  more  po- 
tential buyers  flocking  around 
cement  companies  than  kids  waiting 
for  a  chance  to  write  their  names  in  a 
freshly  poured  sidewalk.  Crane  Co. 
spent  $150  million  for  Medusa  Corp. 
in  1979;  Gifford-Hill  swallowed  Am- 
cord  Inc.  for  $235  million  the  same 
year;  West  Germany's  Portland-Ze- 
mentwerke  Heidelberger  snapped  up 
Lehigh  Portland  Cement  in  1978  and, 
for  more  than  $100  million  in  1980, 
U.S.  Steel's  Universal  Atlas  Cement. 
And,  most  notably,  Lone  Star  Indus- 
tries, which  has  been  buying  capacity 
left  and  right,  paid  $245  million  for 
Gulf  &  Western's  Marquette  Co. 

What's  going  on  here?  Part  of  the 
story,  at  least  since  1979,  has  been 
that  recession  and  the  accompanying 
prospect  of  poor  earnings  had  driven 
cement  stocks  down.  The  underval- 
ued assets  thus  became  attractive 
buys  for  anyone  with  the  money  and 
the  stomach.  In  addition,  with  the 
cost  of  new-plant  construction  over 
$175  million  for  a  million  tons  of  ca- 
pacity, "it's  been  cheaper  to  buy  than 
build,"  explains  Merrill  Lynch  ana- 
lyst Jeanne  Terrile.  That's  a  familiar 
refrain  in  U.S.  industry  these  days, 
but  nowhere  more  so  than  in  cement. 

But  there  is  another  reason:  the  pre- 
diction of  a  big  cement  shortage  in  the 
Eighties.  The  siren  song  went  up  as 
early  as  1977,  and  as  recently  as  1980 
Business  Week  was  talking  about  short- 
ages that  could  make  cement  "as  pre- 
cious as  oil."  An  ironic  statement 
that,  considering  what  is  happening 
to  the  price  of  oil. 

The  number  one  proponent  of  the 
shortage  theory  has  been  $900  million 
(sales)  Lone  Star,  the  country's  biggest 
cement  producer.  The  rebuilding  of 


America's  highways,  bridges  and  sew- 
er systems  will  require  oceans  of  ce- 
ment, says  the  Connecticut-based 
company,  which  recruited  Orson 
Welles  to  narrate  a  company  film  on 
the  need  for  a  strong  cement  industry 
free  of  government  meddling. 

Such  talk  of  shortages  has  a  curious 
ring  at  a  time  when  U.S.  industry  is 
running  at  a  low  rate  of  capacity  utili- 
zation. Yet  potential  demand  is  surely 
there.  Government  estimates  say  that 
to  bring  the  infrastructure  back  up  to 
snuff  by  1990  would  cost  $2.5  tril- 
lion—just $400  billion  shy  of  the  U.S.' 
entire  gross  national  product  last 
year — and  require  about  2  billion  tons 
of  cement.  Even  operating  flat  out,  the 
cement  industry  could  produce  only 
600  million  tons  by  1990. 

Adding  to  the  problem,  according  to 
the  optimists,  U.S.  cement-making 
capacity  has  been  deteriorating  for 
years.  And  the  recession  has  not 
helped.  "In  the  past  four  years,  24 
cement  plants  have  been  permanently 
shut  down,"  says  Carmine  Muratore, 
Lone  Star  executive  vice  president. 
"The  industry  has  lost  15%  of  its  ca- 
pacity, which  now  stands  at  85  mil- 
lion tons."  Consumption  even  in  this 
year's  weak  market,  continues  the 
company's  second-quarter  report  to 
shareholders,  will  be  about  68  million 
tons.  Not  all  that  much  leeway  there 
against  a  major  pickup  in  demand. 

Sound  alarming?  It  does,  but  not 
everybody  agrees.  The  Portland  Ce- 
ment Association  says  total  capacity 
is  about  90  million  tons  and  is  not 
down  but  virtually  unchanged  since 
1974.  And,  while  many  plants  have 
been  shuttered,  they  were  replaced  by 
more  modern  facilities.  In  1981,  for 
example,  in  1981  6.3  million  tons  of 
capacity  were  shut  down,  but  9.1  mil- 
lion tons  were  added.  "That  was  the 
most  capacity  added  ever,"  says  Rich- 


ard Reuss,  president  of  the  PCA. 
Three  million  more  tons  are  under 
construction,  and  another  7.4  million 
tons  are  on  the  drawing  boards. 

Meanwhile,  PCA  cement  consump- 
tion projections  show  a  peak  demand 
for  84  million  tons  of  domestic  ship- 
ments by  1986.  While  Reuss  points 
out  that  the  forecast  is  conservative — 
based  on  annual  GNP  growth  of  3%,  a 
5%  CPI,  up  to  1.85  million  housing 
starts  and  about  7%  unemployment — 
the  PCA  projections  are  down  consid- 
erably from  those  made  in  mid- 1980. 
Then,  the  PCA  saw  88  million  to  al- 
most 95  million  tons'  demand  by 
1985;  now  it  estimates  86  million  tons 
in  1985,  4  million  met  by  imports. 

So  some  industry  executives  don't 
buy  the  crisis-shortage  theory,  much 
as  they  would  like  to.  "I  hope  we  see  a 
shortage,"  says  John  Hill  Jr.,  chairman 
of  $560  million  (sales)  Gifford-Hill, 
based  in  Dallas.  "But  I'm  not  as  opti- 
mistic as  some.  There  have  been  a 
number  of  modern  plants  built,  and  I 
think  we're  going  to  see  much  slower 
and  milder  economic  growth  coming 
out  of  this  recession." 

As  for  the  $2.5  trillion  rebuilding  of 
America,  with  the  government  trying 
to  cut  deficits,  hold  down  inflation 
and  still  pay  for  social  programs  and 
defense  needs,  reality  will  probably 
fall  far  short  of  dreams.  Thus  far  there 
is  primarily  the  Drew  Lewis  bill, 
which  would  add  a  5-cent-a-gallon  tax 
on  gasoline  to  pay  for  $5.5  billion  a 
year  in  public  works  projects.  Rob 
Roy,  an  economist  at  PCA,  estimates 
the  legislation  will  create  demand  for 
up  to  3.5  million  tons  a  year. 

Even  that  much  pickup  could  do 
wonders  for  the  industry's  profitabil- 
ity. Such  a  demand  surge  could,  Lone 
Star  thinks,  run  the  price  from  the 
current  $55  per  ton  to  $100.  But,  of 
course,  Lone  Star  is  the  industry  opti- 
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mist,  and  the  fact  is  that 
$100  cement  could 
make  alternative  build- 
ing materials  increasing- 
_J  ly  attractive.  Asphalt 
can  replace  cement  in  roads;  slab  and 
pier  foundations  use  far  less  concrete 
than  homes  built  with  full  base- 
ments; and  steel  will  be  more  com- 


petitive with  poured  and  prestressed 
concrete  in  bridge  building.  If  modern 
technology  has  taught  us  anything,  it 
is  that  in  this  age  of  substitutability, 
demand  for  almost  all  products  is 
highly  price-sensitive.  Anyone  who 
doubts  that  need  only  recall  what  is 
happening  to  oil. 

Then  there's  foreign  competition, 


which  in  the  last  boom  year,  1979, 
contributed  9.4  million  tons — 11%  of 
U.S.  demand.  Overseas  producers  can 
bring  cement  into  the  U.S.  at  $47  a 
ton,  versus  that  $55  U.S.  price — the 
reason  Kaiser  Cement  has  filed  a  peti- 
tion against  alleged  dumping  of  ce- 
ment by  Japanese  and  Australian 
companies  in  its  West  Coast  markets. 


BuiMing  materials 
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iHE  CANON  ONE  TOUCH  MORE. 
IT'S  ONE  UP  ON  XEROX. 

h  enlarges  as  well  as  reduces.  And  costs  less,  too. 

The  comparison  is  anything  but  a  draw.  In  fact,  the  Canon  NP-125  doesn't  even 

The  Canon  NP-125  simply  outdoes  the  Xerox  have  a  power  switch.  Copying  begins  the 

2350.  instant  you  touch  the  copy  key. 

For  one  thing,  the  Canon  not  only  has  So  nothing  could  be  simpler  to  use.  No 

two  reduction  modes,  it  even  enlarges.  The  wasted  time,  energy,  space,  or  cost. 
Xerox  only  reduces.  It's  that  simple.  And  that  easy.  The  Canon 

The  Canon  has  a  touch  more  speed  too.  NP-125  One  Touch  More. 


"They're  selling  export 
cement  for  less  thari 
they're  selling  cement  in 
their  home  country," 
complains  Kaiser  Chair- 
man Walter  Ousterman. 

The  recent  takeover  spree  has  given 
foreign  companies  like  Portland-Ze- 
mentwerke  Heidelberger,  Canada  Ce- 
ment LaFarge  and  Societe  des  Ci- 
ments  Francois  a  stronger  toehold 
here.  Today,  foreigners  own  close  to 
30%  of  U.S.  cement  capacity.  That's  a 
vote  of  confidence,  of  course,  in  the 
future  of  the  U.S.  cement  industry. 

Where  does  this  leave  Lone  Star? 
Since  cement  cannot  be  economically 
transported  over  land  for  more  than 
200  miles,  concrete  is  a  regional  busi- 
ness, and  thus  Lone  Star  is  basically  a 
lot  of  little  regional  companies.  By 
being  the  nation's  biggest,  Lone  Star 
gains  geographic  diversification.  But 
that  has  not  necessarily  made  it  more 
profitable.  Compare  Lone  Star's  five- 
year  return  on  equity  of  12.3%  with 
$285  million  (sales)  Texas  Industries' 
23%.  And  TI  is  saddled  with  half  a 
steel  mill  to  boot. 

Lone  Star  is  heavily  committed  in 
the  East  and  increasingly  in  the 
Northeast,  thanks  to  the  Marquette 
acquisition.  That  is  a  market  with 
tight  competition.  "There  are  six  dogs 
fighting  over  three  bones  in  the 
Northeast,"  comments  Hill.  But  Lone 
Star  bought  its  eastern  capacity  at  a 
low  price,  an  advantage  not  to  be 
sneezed  at. 

While  Lone  Star  has  bought  old 
plants,  Kaiser,  with  whom  it  com- 
petes in  California,  has  modernized. 
All  five  of  Kaiser's  U.S.  plants  have 
switched  from  fuel  oil  to  cheaper  coal 
and,  more  important,  to  the  dry-pro- 
duction process,  which  cuts  30%  to 
40%  off  energy  costs.  Says  Kaiser's 
Ousterman:  "You'd  have  to  say  our 
philosophy  is  directly  contrary  to 
Lone  Star's."  Another  cement  com- 
pany going  the  modernization  route: 
Ideal  Basic  Industries,  which  over  the 
past  three  years  has  spent  almost  $700 
million  on  plant  (to  twice-as-big  Lone 
Star's  $441  million). 

Lone  Star  CEO  James  Stewart  is 
going  his  own  way.  Five  years  ago  he 
charted  his  course.  He  would  buy  old 
capacity  and  fix  it  up  instead  of  build- 
ing brand  new  capacity:  more  expan- 
sion for  the  buck.  That's  an  appropri- 
ate posture  for  a  man  who  believes 
that  shortages  lie  ahead.  He  has  got- 
ten some  bargains,  but  Lone  Star 
could  be  vulnerable  if  the  expected 
demand  doesn't  materialize.  Stewart 
is  clearly  a  man  who  puts  his  money 
where  his  mouth  is.  ■ 


Even  the  optimists  of  the  homing  industry  are 
talking  about  changes  so  fundamental  as  to 
amount  to  a  new  economic  order.  Will  the  glory 
days  ever  come  back?  Not  until  this  painful 
transition  is  completed. 


Contractors 


By  Michael  Cieply 


T|alk  with  a  builder  for  five 
minutes,  and  you  will  hear  less 
about  brick  and  mortar — or  the 
1.3  million  housing  starts  most  pre- 
dict for  this  year — than  what  they  re- 
gard as  the  step-by-step  decimation  of 
America's  home  financing  system. 
The  Fed  tightened  credit  controls  in 


1979,  just  as  the  housing  cycle  tumec 
down.  As  deregulation  began,  th« 
thrifts  went  to  short-term  invest 
ments.  Consumers  said  no  to  the  vari 
able-rate  mortgage.  Result:  a  three 
year  depression  that  saw  housinj 
starts  dwindle  to  barely  1  million,  the 
lowest  level  since  1946,  and  left  as 
many  as  50%  of  builders  idle  lasi 
summer. 


Ryan  installs  a  prefabricated  kitchen 

"They're  talcing  everything  but  the  squeal  out  of  the  pig." 
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So  even  optimists  like  Malcolm 
Prine,  president  and  chairman  of 
Pittsburgh-based  Ryan  Homes,  Inc., 
i  speak    somberly    of  fundamental 
■:  changes  these  days.  "For  all  of  my 
:  lifetime,  housing  has  been  financed 
by  the  small  saver,"  says  Prine.  "But 
i  public  policy  said  the  saver  was  subsi- 
:  dizing  the  home  buyer.  So  we  changed 
all   that — and  in   the  process  we 


worked  a  huge  revolution  in  this 
business  The  S&Ls,  representing 
about  70%  of  housing  finance  pri- 
or to  1978,  are  now  going  down,  in 
my  opinion,  to  between  25%  and 
33%  of  the  business." 

Translation:  Don't  look  for  a 
full  recovery  just  yet.  As  the  cycle 
picks  up,  builders  must  scrounge 
for  at  least  $60  billion  a  year  in 
new  financing  sources.  Yet  the 
glory  days — say,  2  million  starts, 
as  in  1977 — could  be  in  the  cards 
for  the  mid-1980s.  Why?  First,  be- 
cause the  baby-boom  generation 
is  severely  underhoused,  demo- 
graphics still  dictate  expansion. 
But,  more  important,  because  the 
financial  revolution,  painful  as  it 
may  be,  is  finally  beginning  to 
stabilize. 
Consider  these  promising  signs: 
•  Insured  money  market  instru- 
ments, authorized  since  Dec.  14,  1982 
in  denominations  as  low  as  $2,500, 
will  prove  a  powerful  savings  magnet 
for  the  thrifts.  Chairman  Anthony 
Frank  of  San  Francisco's  First  Nation- 
wide Savings  predicts  that  in  1983  the 
cash-rich  survivors  among  the  S&Xs, 


with  $60  billion  in  new  funds  to  in- 
vest, v/ill  begin  coming  back  to  what 
they  do  best:  the  30-year  mortgage, 
possibly  fixed-term,  with  interest 
rates  as  low  as  11.5%. 

•  Barriers  to  pension-fund  mortgage 
investment  are  falling.  Since  last 
May,  a  Labor  Department  class  ex- 
emption has  permitted  construction 
unions  to  buy  qualified  mortgage  in- 
struments. But  the  big  break  may 
come  with  pending  legislation  to  let 
the  entire  $550  billion  private  pen- 
sion system  invest  freely  in  residen- 
tial mortgages  (Forbes,  Dec.  20,  1982). 

•  Deprived  for  so  long  of  cheap  cash 
from  the  S&Ls,  builders  have  been 
learning  to  fend  for  themselves.  A  full 
55%  of  Ryan's  homes,  for  example, 
are  now  financed  by  mortgage-backed 
bonds,  which  the  company  sells  for 
$1,000  on  the  retail  market.  Both 
Pulte  and  U.S.  Home  go  straight  to 
capital  markets  with  similar  instru- 
ments. By  relying  on  themselves, 
these  big  builders  have  managed  to 
increase  market  share,  while  myriad 
small  firms  died  in  the  crunch. 

For  all  that,  one  last  financial  jolt 
will  have  to  be  absorbed  before  the 
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2.5 

1 
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3 

19.8 
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4 

21.3 

17.1 

0.7 

6 

13.2 

11.5 

1.7 

8 

12.7 

5 

19.1 

ill  Industries 

5 

20.8 

22.5 

0.1 

4 

17.1 

17.2 

8.0 

12 

8.4 

9 

11.9 

itrrison-Knudsen 

6 

16.4 

13.9 

0.3 

5 

13.2 

11.1 

1.7 

5 

16.8 

4 

19.1 

chbach 

7 

15.9 

18.9 

0.5 

7 

12.7 

13.6 

2.0 

11 

10.0 

10 

10.1 

nalectron 

8 

13.1 

20.1 

0.3 

8 

10.9 

15.6 

3.0 

6 

16.7 

6 

18.2 

ymond  Intl 

9 

11.9 

9.1 

0.5 

10 

9.8 

7.4 

0.9 

2 

28.6 

11 

1.9 
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10 

11.3 

14.9 

0.1 

9 

9.9 

13.6 

1.4 

3 

22.7 

8 

14.3 
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11 
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0.3 
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0.4 
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12 

-1.8 

iiingham 

8.3 
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1.8 
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1 
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16.0 

0.3 

13.2 

12.6 

1.8 

16.1 

17.5 

>me  building 

ntex 

1 

19.6% 

8.9% 

0.3 

2 

8.4% 

5.3% 

3.0% 
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21.3% 
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8.1 

def 
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1 
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2 
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3 

12.3 

1.1 

0.2 

1 

11.2 

1.7 

0.4 

3 

12.7 

4 

0.8 

utman  &  Broad 

4  . 

6.3 

def 

0.8 

5 

5.2 

0.9 

def 

4 

8.5 

1 

29.8 

1  E  Webb 

5 

5.8 

def 

1.1 

4 

8.0 

4.0 

def 

5 

6.0 

5 

-3.3 
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12.3 

def 

0.8 
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12.7 

21.3 
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16.0 

11.5 

0.3 

11.1 

7.6 

1.7 

15.4 

18.2 

■industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
tFour-year  growth,    def:  deficit.    "Not  available;  not  ranked 
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represent  a  whole  lot  more  of  less.  In 
Sumichrast's  words:  "We're  doing 
now  what  the  auto  industry  did, 
downsizing." 

Indications  of  that  scaling  down 
abound.  Although  starts  were  up  31% 
last  fall,  single-family  detached  units 
actually  declined  from  peak  "levels 
last  year.  The  big  increase — 40% — 
was  in  new  permits  for  multifamily 
dwellings.-  In  fact,  big  builder  Ryan 
reports  that  three  of  its  top  six  selling 
units  are  attached  town  houses.  In 
1978  all  six  top  sellers  were  big-rev- 
enue, two-story  and  split-level,  free- 
standing homes. 

All  that  means  less  value  per  unit, 
though  earnings  should  be  strong  for 
most  major  builders,  largely  because 
productivity  improved  during  the 
long  downturn.  The  Ryland  Group 
and  Ryan  should  still  do  well  by  con- 
centrating on  the  first-time-buyer, 
where  there  is  pent-up  demand,  and 
by  shaving  costs  to  the  bone  through 
prefabrication.  Says  analyst  John 
Lynch,  of  Lynch  Research  &  Invest- 
ment: "Ryan  has  survived  by  doing 
what  the  meatpacking  companies 
learned  to  do  in  Chicago.  They're  tak- 


ing everything  but  the  squeal  out  of 
the  pig  and  packaging  it."  Texas- 
based  Centex  and  U.S.  Home  will  still 
reap  enormous  advantage  from  geog- 
raphy. "Texas  is  going  to  be  great  next 
year,"  says  Lynch.  "In  Houston  alone, 
you're  going  to  have  50,000  starts.  I 
don't  know  how  many  you're  going  to 
have  in  all  of  California,  but  not  a  hell 
of  a  lot  more."  The  reason:  Califor- 
nia's high  land  costs,  which  could 
mean  a  slow  pickup  for  Kaufman  &. 
Broad,  now  building  only  in  Califor- 
nia and  France. 

With  rents  up,  building  costs  down 
and  commercial  downtown  areas 
overbuilt,  apartment  construction 
could  take  off  across  the  country. 
Lisle  Payne,  president  of  $1  billion 
San  Francisco  real  estate  investment 
company  Fox  &  Carskadon,  says  he 
will  divert  75%  of  funds  from  office 
space  into  conventional  apartment 
rentals  in  1983. 

Sounds  great,  doesn't  it?  But  an  in- 
dustry this  battered  is  almost  afraid  to 
hope  for  the  best.  In  the  words  of 
Centex  Chairman  Frank  Crossen: 
"We  like  it  so  far.  But  let's  just  pray 
this  thing's  gonna  hold."  ■ 


BHHMBi 


wracked  housing  indus- 
try can  regroup.  An  esti- 
mated $7.3  billion  in 
balloon  payments,  the 
legacy  of  creative  financ- 


ing at  the  end  of  the  last  boom,  are- 
scheduled  to  come  due  by  1985.  As 
early  as  last  October,  50%  of  FHA 
loans  went  to  refinance  existing  home 
deals  while  drawing  cash  away  from 
the  new-home  market. 

Another  serious  concern:  After 
three  years  of  drought,  will  the  indus- 
try have  the  muscle  to  come  back  in 
force?  Michael  Sumichrast,  chief 
economist  of  the  National  Associ- 
ation of  Home  Builders,  says  yes,  in 
spite  of  the  fact  that  NAHB  member- 
ship has  declined  more  than  14% 
since  1981,  the  first  such  attrition  in 
any  downturn.  "The  only  thing  you 
worry  about  losing  is  the  trained 
craftsman,"  says  Sumichrast.  "But 
new  people  come  in  quickly.  That's 
the  nature  of  the  business." 

Maybe  so.  Yet  even  if  the  rebound  is 
fairly  sharp,  as  Wall  Street  bets  it  will 
be,  with  many  housing  stocks  trading 
at  year-end  at  roughly  triple  their  bot- 
tom levels,  the  recovery  is  likely  to 


Tlhey  used  to  call  this  pork  bar- 
rel," drawls  Texas-born  H.C. 
(Tony)  Heldenfels,  president  of  the 
Associated  General  Contractors  of 
America.  "Now  we  like  to  call  it 
'maintaining  your  investment.'  " 
Contractors  would  be  delighted  to 
see  Congress  spend  $5  billion  a 
year  in  gas-tax  money  repairing  the 
nation's  highway  system,  but  the 
savvy  Heldenfels  is  also  betting  on 
a  piece  of  sleeper  legislation  that 
may  give  heavy  construction  an 
equal  boost — and  won't  cost  the 
taxpayer  an  extra  dime. 

Under  Senate  Bill  2278,  intro- 
duced last  year  by  John  East  of 
North  Carolina,  all  construction 
under  federally  assisted  programs 
would  be  subject  to  mandatory 
"cost  comparison  review."  In  prac- 
tice, that  means  competitive  bid- 
ding. Most  federal  projects  are  al- 
ready contracted  out.  But  at 
least  $4  billion  worth  of  federally 
assisted  state  and  local  work  is 
done  by  employees  on  the  public 
payroll. 

Heldenfels  figures  phasing  out 
such  work  would  save  between 
25%  and  50%  of  cost  on  most  jobs. 
"Contractors    are    hungry  right 


Beyond  the  pork  barrel 

now,"  he  points  out.  "Price  competi- 
tion would  be  pretty  fierce."  But  some 
powerful  special  interests  would  have 
to  be  breached,  such  as  the  sacrosanct 


Tennessee  Valley  Authority, 
which  employs  its  own  labor  on  as 
much  as  $2  billion  in  building  and 
repairs  each  year. — M.C. 
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In  the  opinion  of  Bond  Counsel,  under  existing  statutes  and  court  decisions,  interest  on  the  Series  1982  Bonds  is  exempt  from  Federal  income 
taxes.  Under  the  laws  of  the  State  of  Tennessee,  the  Series  1982  Bonds  and  the  income  therefrom  are  exempt  from  state, 

county  and  municipal  taxation  except  inheritance,  transfer  and  estate  taxes 


New  Issue  /  December  2,  1982 

$420,165,000 

The  Metropolitan  Government  of  Nashville 
and  Davidson  County  (Tennessee) 

Water  and  Sewer  Revenue  Bonds,  Series  1982 

Dated:  December  1, 1982  for  Serial  Bonds,  Term  Bonds  and  Term  Discount  Bonds 

Date  of  Delivery  for  Zero  Percent  Discount  Bonds 
Due:  December  1,  as  shown  below 

Interest  on  the  Series  1982  Bonds  is  payable  semi-annually  on  June  1  and  December  1  of  each  year,  commencing  June  1 ,  1983 
Principal  and  interest  on  the  Series  1982  Bonds  are  payable  at  the  principal  office  of  First  American  Bank  of  Nashville, 
N  A  ,  Nashville.  Tennessee,  paying  agent  Commerce  Union  Bank.  Nashville,  Tennessee  is  the  trustee  for  the 
Series  1982  Bonds.  The  Series  1982  Bonds  will  be  issued  in  coupon  form,  in  the  denomination  of 
$5,000  each,  registrable  as  to  principal  at  the  option  of  the  holder,  or  in  registered 
form,  in  the  denominations  of  $5,000  or  any  whole  multiple  thereof 

The  Series  1982  Bonds  will  be  subject  to  redemption  prior  to  maturity  as  more  fully  described  in  the  Official  Statement 


AMOUNTS,  MATURITIES,  RATES  AND  YIELDS  OR  PRICES 

$44,865,000  Serial  Bonds 


Principal 

Interest 

Principal 

Interest 

Principal 

Interest 

Amount 

Maturity 

Rate 

Price 

Amount 

Maturity 

Rate 

Price 

Amount 

Maturity 

Rate 

Price 

51,835,000 

1984 

6V4% 

100% 

$6,270,000 

1989 

8V2% 

100% 

$1,850,000 

1994 

9.70°/c 

100% 

2,915,000 

1985 

6% 

100 

1,600.000 

1990 

8% 

100 

1,930,000 

1995 

9.90 

100 

5,010,000 

1986 

7V« 

100 

1.650,000 

1991 

9 

100 

2,025,000 

1996 

10.10 

100 

5.375,000 

1987 

7% 

100 

1,710,000 

1992 

9'A 

100 

2,130,000 

1997 

10.20 

100 

5,790,000 

1988 

8% 

100 

1,775,000 

1993 

9V2 

100 

3,000,000 

1998 

10.30 

100 

$44,215,000  Zero  Percent  Serial 

Discount  Bonds  ( 

MBIA  I 

nsured 

Principal 

Interest 

Principal 

Interest 

Principal 

Interest 

Amount 

Maturity 

Rate 

Price 

Amount 

Maturity 

Rate 

Price 

Amount 

Maturity 

Rate 

Price 

>5, 205, 000 

1990 

0% 

$53.00 

$5,475,000 

1993 

0% 

$38  50 

$5,665,000 

1995 

0% 

$30.50 

5.290,000 

1991 

0 

48.00 

5,570,000 

1994 

0 

34  50 

5,765,000 

1996 

0 

27  00 

5,380,000 

1992 

0 

43.00 

5,865,000 

1997 

0 

24.00 

$47,600,000  10V2%  Term  Bonds  Due  December  1,  2002  NR* 
$20,000,000  105/e%  Term  Bonds  Due  December  1,  2007  NR* 
$27,175,000  10%%  Term  Bonds  Due  December  1,  2012,  Price  100% 
$37,800,000  101/2%  Term  Bonds  (MBIA  Insured)  Due  December  1,  2013,  Price  100% 
$175,975,000  Zero  Percent  Term  Discount  Bonds  Due  December  1,  2013,  To  Yield  10.685% 
$22,535,000  61/2%  Term  Bonds  Due  December  1,  2014,  To  Yield  10.475% 

(Plus  Accrued  Interest,  if  any)  'Not  Reoffered 


Bonds  of  particular  maturities  may  or  may  not  be  available  from  the  undersigned  or  others  at  the 

above  prices  on  and  after  the  date  of  this  announcement. 

The  Series  1982  Bonds  are  being  offered  for  delivery  when,  as  and  if  issued  and  received  by  the  Underwriters 
and  subject  to  the  approval  of  legality  by  Webster  &  Sheffield,  New  York,  New  York,  Bond  Counsel. 
Certain  legal  matters  will  be  passed  upon  for  the  Underwriters  by  their  counsel,  Kutak  Rock  &  Huie,  Atlanta,  Georgia 
Certain  other  legal  matters  will  be  passed  upon  for  the  Metropolitan  Government  by  Donald  W.  Jones,  Director  of  Law. 

The  offering  of  these  Bonds  is  made  only  by  the  Official  Statement,  copies  of  which  may  be  obtained  in  any  state 

from  such  of  the  undersigned  as  may  lawfully  offer  these  securities  in  such  State. 


E.  F.  Hutton  &  Company  Inc.   The  Cherokee  Securities  Company 
Shearson/American  Express  Inc. 
J.  C.  Bradford  &  Co. 

Equitable  Securities  Corporation 


It  won  V  be  easy  for  auto  parts  suppliers  to 
profit  from  the  Japanese  automobile  plants  in 
the  U.S.  In  fact,  there  seems  to  be  a  lot  more 
threat  than  promise  in  them. 


Auto 

suppliers 


By  Barbara  Rudolph 


A growing  part  of  the  Japanese 
automobile  industry  is  now 
b  situated  on  U.S.  soil.  Nissan 
has  a  new  light-truck  plant  in  Smyr- 
na, Tenn.  and  Honda  has  just  opened  a 
plant  in  Marysville,  Ohio.  That 
should  present  some  welcome  oppor- 
tunities for  American  auto  parts  and 
supply  companies,  right?  Not  exactly. 
The  Japanese,  it  seems,  have  done  it 
once  again. 

Nissan  may  say  that  38%  of  its 
parts  will  be  bought  from  American 
companies.  But  they  will  be  the  less 
sophisticated  and  less  profitable  ones. 
Plenty  of  dashboards  and  seat  covers, 
but  no  engines,  no  brakes.  "Every  day 
I  read  Nissan's  published  list  of 
parts,"  sighs  William  Butler,  presi- 
dent of  Eaton's  auto  parts  group. 
"Sure,  they  are  buying  from  domestic 
companies,  but  look  closely  and  it's 
all  stuff  like  adhesive." 

In  fact,  the  growth  of  Japanese  auto 
manufacturing  in  the  U.S.  will  be  at 
best  a  real  challenge  for  American 
parts  suppliers  and  at  worst  a  threat. 
Japanese  manufacturers  don't  have  to 
buy  U.S.  parts,  after  all,  as  matters 
now  stand.  They  can  export  them 
from  Japan,  or  even  persuade  their 
suppliers  to  come  along.  "The  foreign 
threat  to  domestic  parts  companies  is 
potentially  great,"  says  Robert  Orsini, 
vice  president  at  William  C.  Roney  & 
Co.  Dana  Corp.  Executive  Vice  Presi- 
dent George  Doresco  agrees:  "Compe- 
tition [with  Japanese  parts  companies] 
will  keep  increasing.  I  see  no  reason 
for  it  to  stop." 

Japanese  auto  parts  companies — 
names  like  Stanley  Electric  and  Nip- 
pondenso — are  relatively  small  com- 
panies, with  long-held  ties  to  giants 
Nissan,  Honda  and,  especially, 
Toyota,  which  refers  to  them  as  its 


"family."  And  apart  from  the  political 
incentive  to  "buy  domestic,"  it  seems 
logical  to  suppose  that  Japanese  com- 
panies want  to  do  business  with  Japa- 
nese suppliers,  whether  their  plants 
are  in  Japan  or  Ohio.  A  case  in  point: 
Nissan  trucks  will  be  fitted  with 
steering  wheels  from  an  American 
subsidiary  of  Isumi,  a  Japanese  com- 
pany. That  is  business  that  might 
have  been  snared  by  Sheller-Globe, 
which  has  fully  half  of  the  U.S.  mar- 
ket for  steering  wheels. 
Japanese  manufacturers  would  be 


forced  to  buy  American  if  Congress 
passed  proposed  "local  content"  legis- 
lation. The  bill,  which  is  supported 
and,  some  say,  almost  entirely  writ- 
ten by  the  UAW,  would  require  be- 
tween 75%  and  90%  American  con- 
tent in  U.S. -made  Japanese  cars.  It 
probably  won't  pass  under  Reagan, 
but  that  could  change  if  the  Demo- 
crats win  in  1984,  especially  if  both 
unemployment  and  automobile  im- 
ports remain  high. 

Obviously,  too,  passage  of  local 
content  law  would  mean  more  expen- 


Collapse  of  the  carburetor? 


Back  in  1 962  you  were  the  king  of 
cool  if  you  spun  around  town  in 
a  flashy  Corvette.  But  you  might 
not  know  one  distinction  the  car 
enjoyed:  It  was  the  first  American 
car  without  a  carburetor. 

Some  Corvettes  sported  a  me- 
chanical fuel-injection  system,  a 
fluke  that  soon  passed  from  the 
scene.  But  today  fuel-injection  sys- 
tems claim  about  20%  of  the  mar- 
ket, and  Robert  Orsini  predicts 
that  by  1986  the  carburetor  will  be 
all  but  extinct.  "It's  going  the  way 
of  the  buggy  whip,"  he  says. 

Both  carburetors  and  fuel  injec- 
tors serve  the  same  function:  tak- 
ing gasoline  from  the  tank,  mixing 
it  with  air  and  squirting  it  into  the 
engine.  While  carburetors  do  not 
precisely  distribute  the  fuel  and 
air,  the  fuel  injection  system's 
electronic  meter  means  each  cylin- 
der gets  the  same  amount  of  fuel.  It 
doesn't  come  cheap,  though:  Fuel 
injection  is  three  times  more  ex- 
pensive than  the  carburetor. 

So  far,  Bendix  has  been  the  only 
American  company  to  make  any 


real  money  on  fuel  injection  sys- 
tems. Other  manufacturers  in- 
clude Hitachi;  Lucas,  a  British 
company;  and  the  German  giant 
Bosch,  which  introduced  a  diesel 
injection  system  in  1927. 

Until  recently  there  were  three 
U.S.  producers  of  carburetors — Hol- 
ley  Carburetor,  a  division  of  Colt 
Industries;  GM's  Rochester  Prod- 
ucts; and  ACF's  Carter  Carburetor. 
ACF  recently  sold  Carter  to  an  Ital- 
ian company,  Weber.  And  several 
years  ago  Rochester  began  moving 
out  of  the  carburetor  market. 

Then  there's  Holley  Carburetor, 
a  classic  illustration  of  misreading 
a  changing  market.  Several  years 
ago  it  began  aggressively  promot- 
ing its  "electronic  carburetor,"  a 
more  sophisticated  version  of  the 
same  old  thing.  While  Holley  de- 
nies that  the  market  for  carbure- 
tors is  collapsing,  the  company  is 
diversifying,  too.  Still,  Holley  is 
grabbing  a  large  share  of  the  after- 
market — that  is,  fixing  all  those 
broken-down  old  carburetors  that 
linger  on  the  road. — B.R. 
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sive  cars  for  American  consumers — 
about  10%  to  15%  more  expensive, 
according  to  a  Department  of  Trans- 
portation study.  "It  could  be  a  Smoot- 
Hawley  tariff  all  over  again,"  says 
Prescott,  Ball  &  Turben's  Art  Davis. 
"Local  content  would  just  let  Ameri- 
can automakers  get  fat  and  lazy." 

Davis  is  more  optimistic  than  most 
analysts  about  the  prospects  of  U.S. 
suppliers  with  a  greater  Japanese 
manufacturing  presence.  There  is  a 
good  chance  the  Japanese  would  form 
joint  ventures  or  even  acquire  Ameri- 
can parts  and  supply  companies,  he 
says.  "The  trend  has  to  be  good  for 
strong-niche  companies  like  Sheller- 
Globe  and  Federal-Mogul."  Maybe 


that's  true.  But  history  would  suggest 
that  the  Japanese  are  not  about  to  buy 
a  sizable  American  company.  Consul- 
tant James  Harbour,  for  one,  dis- 
misses all  talk  of  takeovers  and  joint 
ventures  as  "dreamland."  Technical 
agreements  between  American  and 
Japanese  companies  are  something 
else,  of  course,  and  Nissan  USA  Vice 
President  Tom  Benefield  predicts 
those  will  increase. 

All  this  does  not  mean  U.S.  parts 
suppliers  will  be  inevitably  frozen 
out.  "The  Japanese  don't  play  games, 
but  a  U.S.  company  could  get  the 
business  if  it  demonstrates  it  can  offer 
quality  and  productivity,"  says  Har- 
bour. Hoover  Universal  has  already 


shown  the  way.  It  will  be  making 
seats  for  Nissan's  American  pickup 
trucks — more  business  than  any  other 
American  supplier  has  nailed  down  so 
far.  That  is  mostly  because  Hoover 
had  established  contacts  with  the  Jap- 
anese 25  years  ago,  when  it  set  up  a 
joint  bearing  manufacturing  plant  in 
Japan.  Seat  parts  are  not  exactly  high 
tech,  to  be  sure,  but  it's  a  start. 

Finally,  there  is  a  real  possibility 
that  the  situation  simply  stays  the 
same,  with  U.S. -sited  Japanese  plants 
bringing  in  as  many  parts  from  home 
as  they  choose.  Says  Eaton's  Butler: 
"They  could  just  keep  on  loading 
their  boats.  And  that's  not  good  news 
for  us  at  all."  ■ 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
P-D:  profit  to  deficit,    def:  deficit. 
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■  MESSAGE  FROM  AMBASSADOR  MANSFIELD 

i  I  am  delighted  that  Forbes  magazine  has  once 
Bain  honored  me  with  the  opportunity  to  provide 
i  introduction  to  the  Annual  Supplement  on  Japan. 
:ter  nearly  six  years  as  U.S.  Ambassador  to  Japan,  I 
n  more  convinced  than  ever  that  the  U.S. -Japan 
lationship  is  the  most  important  bilateral  relation- 

tip  in  the  world  today,  bar  none.  The  economic 
mensions  of  this  relationship  with  Japan  provides  the 
indation  for  protecting  our  political  and  security 
erests  in  East  Asia  and  around  the  world, 
japan  is  a  vital  market  for  U.S.  products,  taking  more 
our  goods  each  year  than  any  other  country  except 
inada.  One  out  of  every  ten  dollars  of  U.S.  export 
es  to  Japan.  Japan  imports  from  the  U.S.  nearly  18% 
its  total  imports,  33%  of  its  manufactured  goods  im- 
»rts  and  55%  of  its  machinery  and  equipment  imports. 
1981  Japan's  imports  from  the  U.S.  amounted  to  $22 
lion,  about  $188  for  each  of  Japan's  117  million  people 
>  compared  to  U.S.  per  capita  imports  from  Japan  of 
74  in  1981).  The  growth  rate  of  Japan's  imports  from  the 
IjiS.  has  been  particularly  impressive,  doubling  between 
72  and  1974  and  doubling  again  between  1977  and  1981. 
For  agricultural  products  Japan  is  the  preeminent  U.S. 
arket.  In  1981  Japan  bought  over  $6.7  billion  of  American 
;ricultural  products  —  15%  of  U.S.  agricultural  exports 
Drld-wide  on  a  value  basis  —  almost  twice  the  amount  im- 
jirted  by  any  other  country.  Even  though  we  hope  Japan  will 
ree  to  purchase  even  more  American  beef  and  citrus  fruits  in  the 
ture,  it  buys  today  60%  by  weight  of  all  the  beef  and  40%  of  all 
te  citrus  fruit  the  United  States  exports  worldwide.  A  noteworthy 


icator  of  the  U.S.  role  in  supplying  agricultural  products  to 


|pan  is  the  fact  that  today  there  are  more  acres  of  land  in  the 
"lited  States  devoted  to  producing  agricultural  products  for  Japan 
an  Japan  devotes  to  its  own  agriculture. 
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Panasonic               ...  i,.. 

Jo  one  puts  more  technology  into  home  video 
nan  the  company  that  makes  more  home  video 
han  any  other  company. 


|deo  technology  is  revolutionizing  the  way 
|)u  live,  work  and  play.  And  Matsushita 
pronounced  Mot-SOOSH-ta)  Electric  is 
piping  to  revolutionize  video  technology, 
tith  a  commitment  to  technical  leader- 
lip  that  spans  three  decades,  Matsushita 
Iday  has  become  the  world's  leading 
[anufacturer  of  home  video  equipment. 

me  video  revolution  is  on.  Every  day,  video  touches 
lore  lives  in  more  ways.  From  a  father  capturing  his 
In's  first  tentative  steps,  to  the  world  capturing  man's 
Iture  steps  on  another  planet.  With  portable  home 
Ideo  systems  that  are  ever  smaller,  lighter  and  easier 
I  operate,  to  professional  systems  that  make  business 
lore  productive,  and  newscasts  more  newsworthy. 

low,  LESS  GIVES  YOU  MORE. 

iatsushita  expands  your  world  of  video  with  a  portable 
fcme  system  that's  a  miracle  of  sophistication,  size,  and 
llse  of  operation,  starting  with  the  world's  lightest 
Ifendard  video  recorder. 

I  Using  microprocessor  technology,  Matsushita  has 
licked  an  incredible  variety  of  professional  features 
|ito  a  mere  8.36  pounds,  including  the  self-contained 
Iflchargeable  battery  pack,  which  makes  this  portable 
|ry  easy  to  take. 

||  Away  from  home,  it  records  up  to  100  minutes  on  a 
liigle  battery  charge.  And  at  home  using  Matsushita- 
llveloped  video  tape,  it  records  up  to  8  hours  of  TV  on 
Ijjkingle  cassette.  No  one  gives  you  more. 

II  The  camera  that  complements  this  recorder  is  so 
jjvanced  it's  more  computer  than  camera.  It  performs 
ifilliantly  in  light  equivalent  to  as  little  as  seven  birth- 
jly  candles,  thanks  to  an  extra-sensitive  Matsushita- 
jftveloped  Newvicon®  tube  and  special  circuitry  that 
:■  isctronically  brightens  the  picture. 

I  Infrared  technology  adjusts  the  focus  automatically, 


so  what  you  aim  for  is  automatically  what  you  get.  And 
to  make  absolutely  sure,  this  camera  also  offers  instant 
replay. 

And  when  you  replay  your  tapes  at  home,  you  have 
a  variety  of  professional  options.  Altogether,  there 
are  16  separate  functions,  including  variable  speed 
slow  motion,  frame  advance,  still  frame  and  Omnisearch. 
All  operable  with  a  wireless  hand-held  remote  control, 
so  you  can  review  your  handiwork  from  your  easy  chair. 

CAMERAS  THAT  SEE  IN  THE  DARK. 

For  industrial  security,  Matsushita  CCTV  cameras  can 
see  clearly  where  humans  can't.  Using  extended  red 
Newvicon  tubes,  these  cameras  can  maintain  security 
in  areas  too  expensive  or  impractical  to  light,  like  air- 
port aprons  or  sports  stadiums. 

And  for  industrial  efficiency  Matsushita  has  an  In- 
teractive Video  teaching  system  for  employees  that  not 
only  shows  and  tells,  but  also  listens  and  grades  — pro- 
viding faster,  more  effective  training  than  ordinary  lin- 
ear methods. 

MORE  ACTION  IN  ACTION  NEWS. 

News  happens  fast.  That's  how  Recam  ™  came  along.  A 
news  camera  with  a  built-in  broadcast-quality  video 
recorder  that  eliminates  cables  that  can  trip  up  a  shot. 
What's  even  more  amazing  is  that  even  though  it's 
smaller  and  lighter  than  standard  broadcast  equipment, 
Recam  records  a  better  quality  picture  on  Vi"  tape  than 
broadcasters  had  been  getting  with  bulkier  Va"  systems. 
That  means  you  can  see  the  news  better,  because  cam- 
eramen can  cover  it  better. 

Matsushita  is  more  than  just  video.  It's  more  than 
14,000  different  electronic  products,  for  sale  in  over 
130  countries  under  the  Panasonic,  Technics,  Quasar 
and  National  brand  names.  Consolidated  worldwide 
sales  in  1981  were  $15.6  billion.  And  in  the  world  of 
business,  that's  a  world  of  achievement. 

WARNING:  One  Federal  Court  has  held  that  recording  copyrighted  TV  programs 
is  infringement.  Such  programs  should  not  be  recorded. 
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LEAVE  NO  STONF 
UNTURNED 


Yamaichi  offers  a  full  spectrum  of  investment  and  financing  opportunities. 


Optimum  success  in  international  capital 
markets  always  depends  on  thorough 
evaluation  of  all  investment  and  financ- 
ing opportunities.  As  Japan  's  most  experi- 
enced securities  company  with  highly 
developed  research  facilities,  Yamaichi 
Securities  is  a  financial  force  well  worth 
your  consideration. 

Today,  Yamaichi  provides  timely,  special- 
ized assistance  to  institutional  investors 
who  seek  above-average  portfolio  per- 
formance in  Japan  and  Pacific  basin 
countries. 


We  also  furnish  finely  tuned  financing 
solutions  in  yen  and  international  cur- 
rencies to  a  large  number  of  global 
organizations,  foreign  governments,  and 
multinational  corporations. 

Our  services  are  always  professional. 
Always  tailored  to  your  individual 
requirements. 

Yamaichi  Securities.  Don't  overlook  us. 

ilj  YAMAICHI 

Htad  '  hnM  n      •         •  in  international  finance 

YAMAICHI  SECURITIES  CO..  LTD.  4-I.Yaesu  2-chome.Chuo-ku 
Tokyo  104.  Japan  Telex:  122505  Tel:  03-276-3181 


Yamaichi  International  lAmerica).  Inc.:  One  World  Trade  Center  Suite  5361,  New  York,  N  Y  10048  Telex:  RCA  233738.  232357,  WUD-12244  Tel:  212-432-6600 
Los  Angeles  Branch:  333  South  Hope  Street,  Los  Angeles.  Calif.  90071  Telex:  TWX  910  321-3890  Tel:  213  626-0401 
Paris.  Bahrain,  Sydney,  Seoul  London.  Amsterdam.  Frankfurt/Main,  Zurich,  Montreal.  Hong  Kong  Singapore.  Bangkok.  Sao  Paulo 
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Investment  relations  between  the  U.S.  and 

upan  are  strong  and  growing.  At  the  end  of 
J81,  U.S.  direct  investment  in  Japan 

jmounted  to  about  $6.8  billion.  U.S.  invest- 
lent  is  particularly  large  in  petroleum, 
hemical-related  industries  and  non-electrical 
lanufacturing.  The  return  on  U.S.  investment 

1 1  Japan  is  excellent,  averaging  19%  for 
lanufacturing  firms  between  1966  and  1978, 
bout  twice  the  rate  realized  in  the  same 
eriod  by  US  affiliates  in  Canada,  the  U.K. 
nd  France.  Japan  has  progressively  eased  its 
:strictions  on  foreign  investment.  It  no  longer 
?quires  prior  permission  for  most  invest- 
ients.  Four  new  ventures  in  insurance  by 
.S.  firms  got  under  way  in  1982:  Combined 
isurance  and  Life  Insurance  of  North 
.merican  in  the  life  area,  and  Transatlantic 
nd  Allstate  in  the  non-life  area.  The  opening 
f  two  additional  branches  by  Citibank  in 
?81  brought  the  number  of  branches  of  U.S. 
anks  in  Japan  to  33.  In  the  securities  field, 
alomon  Brothers  opened  a  branch  here  this 

| ear,  bringing  the  number  of  U.S.  security 

:: ranches  to  five. 

I  The  rate  of  growth  of  Japanese  investment 
ill  the  U.S.  is  especially  impressive.  Growing 
jjy  21%  in  1980  and  by  63%  in  1981,  Japanese 
lirect  investment  in  the  U.S.  now  exceeds 
')  .S.  direct  investment  in  Japan,  amounting  to 
Hist  less  than  $7  billion.  Earlier  concentrated 
In  warehousing,  distribution  and  service 
Ucilities,  Japanese  investment  has  recently 
.jjeen  directed  to  manufacturing.  The  biggest 
Investments  have  been  the  Honda  and  Nissan 
jjto  plants  in  Ohio  and  Tennessee.  The  first 
Kir  rolled  off  the  Honda  production  line  in 
[•>hio  last  November  lata  plant  that  will 
:  /entually  produce  150,000  Accords  each  year 
'nd  employ  2,000  American  workers.  Produc- 
>pon  of  light  trucks  at  the  Nissan  plant  in  Ten- 
nessee will  start  next  June.  NEC,  one  of  many 
inpanese  electronics  firms  expanding  opera- 
ions  in  the  U.S.,  is  building  a  semiconductor 

anufacturing  facility  in  northern  California. 
I  panese  investment  in  the  U.S.  is  providing 

tousands  of  highly  skilled  jobs  for  American 
I  orkers  and  should  provide  thousands  more 

the  years  ahead. 
I  If  trade  were  less  important  to  both  coun- 

Iies,  the  U.S.  economic  relationship  with 
pan  would  present  few  problems.  The  reali- 
;!'  is  that  trade  is  two  way,  and  that  Japanese 
\ports  to  the  U.S.  are  large  and  growing, 
hpan's  export  competitiveness  has  been  nour- 
|Jhed  by  remarkable  increases  in  productivity 
Ii  manufacturing;  from  1970  to  1979  produc- 
tivity in  manufacturing  rose  43%  in  Japan  as 
■  pmpared  to  8%  in  the  U.S.  This  im- 
provement in  productivity  has  been  paired 
IJ  ith  assiduous  cultivation  of  the  U.S.  market; 
.roduct  design,  service  facilities,  finance, 
i  (istribution  and  advertising  have  all  been  car- 
ied  out  with  the  American  consumer  in  mind, 
j  he  result  has  been  significant  penetration  of 


a  number  of  U.S.  markets  by  Japanese  goods; 
for  example,  autos,  20-25%;  steel,  10-15%; 
TVs,  20-30%;  motorcycles,  90%;  radios, 
50-60%;  cameras,  over  30%;  recording  equip- 
ment, over  50%;  watches,  over  50%;  and  ma- 
chine tools,  20%.  Overall,  the  result  has  been 
a  large  surplus  for  Japan  in  its  bilateral  trade 
account  with  the  U.S.— $15.8  billion  in  1981 
and  likely  a  comparable  amount  in  1982. 

Japan's  success  in  exporting  to  the  U.S.  has 
occasioned  considerable  concern  in  the  U.S., 
even  though  the  global  U.S.  current  account 
(including  invisibles)  is  in  surplus.  Because  de- 
mand in  the  U.S.  for  many  products  is  down, 
Japanese  products  are  often  seen  as  displacing 
U.S.  products  and  employment.  Many  in  the 
U.S.  are  concerned  about  the  duration  of 
present  economic  difficulties  or  discouraged 
about  the  outlook  for  recovery.  Many  Ameri- 
cans have  been  sharply  critical  of  Japan's 
trading  practices,  in  some  instances  calling  for 
measures  to  shield  U.S.  industries  from 
Japanese  competition.  Various  firms  are  seek- 
ing relief  from  Japanese  exports  under  provi- 
sions of  the  Trade  Act  of  1979.  Legislation  has 
been  introduced  to  require  minimum  domestic 
content  in  U.S.  automobiles  and  to  encourage 
reciprocity  in  market  access.  In  the  political 
arena,  criticism  of  Japan  has  become  more 
strident  and  there  is  an  increasing  sense  that 
the  current  trading  relationship  is  precarious. 

While  the  Japanese  have  taken  many  steps 
to  respond  to  U.S.  concerns  about  the  effects 
of  Japanese  exports  on  the  U.S.  market,  we 
nevertheless  believe  that  the  Japanese  market 
should  be  as  open  as  that  of  the  U.S.  It  is 
true,  as  the  Japanese  point  out  to  us,  that  their 
market  is  more  open  than  it  has  been  in  the 
past.  Tariff  barriers,  for  example,  have  been 
substantially  reduced;  the  full  implementation 
of  the  Tokyo  Round  will  bring  Japan's  aver- 
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age  tariff  level  down  to  just  over  3%  —  the 
lowest  among  all  the  Western  industrialized 
nations,  and  80%  of  imports  will  carry  duties 
of  5%  or  less.  (Comparable  figures  for  the 
U.S.  and  the  EEC  respectively  will  be  73% 
and  55%.)  It's  also  true  that  imports  into 
Japan  have  been  growing  significantly  faster 
than  world  trade.  Nonetheless,  there  remain 
in  Japan  a  number  of  barriers,  to  U.S.  imports 
that  are  neither  necessary  nor  defensible. 
Prime  examples  are  the  35%  tariff  on  imports 
of  manufactured  tobacco  and  the  restrictions 
on  distribution  of  U.S.  tobacco  products, 
discriminatory  and  inflexible  product  stan- 
dards and  quotas  on  some  agricultural  im- 
ports such  as  beef  and  citrus.  Reduction  or 
removal  of  these  barriers  by  Japan  would  do 
much  to  improve  the  trade  climate  between 
the  two  countries  and  to  strengthen  the 
bilateral  economic  relationship. 

Convincing  Japan  of  the  need  to  further 
open  its  market  has  been  a  major  U.S. 
government  objective  for  the  past  year  and  a 
half.  Ambassador  William  Brock,  the  U.S. 
Trade  Representative,  Secretary  of  State 
George  Shultz  and  Secretary  of  Commerce 
Malcolm  Baldrige  have  made  this  point  re- 
peatedly and  forcefully.  Teams  of  U.S.  offi- 
cials have  engaged  in  an  almost  continuous 
dialogue  with  the  Japanese  to  detail  U.S.  con- 
cern, urge  prompt  Japanese  action  and  suggest 
possible  solutions.  There  has  been  some  suc- 
cess: the  Japanese  Government  announced 
trade  liberalization  packages  in  December  of 
1981  and  May  of  1982.  The  packages  included 
acceleration  of  tariff  reductions  agreed  to  in 
the  Tokyo  Round,  establishment  of  the  Office 
of  the  Trade  Ombudsman  (OTO)  to  receive 
trade  complaints,  reform  of  customs  proce- 
dures, institution  of  steps  to  remove  or 
simplify  standards  requirements  and  a  pledge 
by  the  Prime  Minister  to  continue  efforts  to 
open  further  the  Japanese  market.  These  steps 
are  welcome  and  helpful,  but  they  do  not  go 
as  far  as  Japan  can  and  should  go.  It  is  impor- 
tant that  Japan  fully  flesh  out  and  implement 
these  commitments,  while  at  the  same  time 
taking  further  steps  to  open  up  its  market. 
This  should  include  a  significant  reduction  in 
and  eventual  elimination  of  the  tariff  on 
manufactured  tobacco,  liberalization  of  the 
quotas  on  agricultural  products  such  as  beef 
and  citrus  and  additional  flexibility  in  the  ap- 
plication of  its  product  health  and  safety 
standards. 

It  is  vital  that  we  continue  to  press  Japan  to 
do  more;  we  cannot  afford  any  misunder- 
standing regarding  the  urgency  or  importance 
of  our  requests.  However,  as  we  make  our 
case,  we  must  not  overlook  some  of  the  reali- 
ties on  the  Japanese  side.  During  the  closing 
months  of  1982,  Japanese  political  leadership 
was  preoccupied  with  choosing  a  new  govern- 
ment and  familiarizing  ministers  with  the  de- 
tails of  their  new  responsibilities.  The  large 
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budgetary  deficit  inherited  by  the  new  gove 
ment — government  bond  issues  are  liable  tc 
amount  to  around  30%  of  government  expe 
ditures  in  FY  1982— commands  the  attentior 
of  the  new  government  and  makes  tariff  cul 
more  painful.  Reduction  of  barriers  to  beef 
and  citrus  imports  could  give  the  Liberal 
Democratic  Party  serious  political  difficulty 
in  many  constituencies.  Sustained  and  ener- 
getic efforts  are  needed  to  overcome  Japane: 
bureaucratic  resistance  to  easing  technical 
standards  and  simplifying  procedures. 
Japanese  leaders  also  have  difficulty  in  per- 
suading the  public  at  large  of  the  need  to  op 
Japanese  markets  further.  The  Japanese  pub 
would  like  to  believe  that  Japan  plays  by  th< 
trade  rules  and  that  relief  for  U.S.  economic 
difficulties  will  come  mainly  through  recove 
of  the  U.S.  economy  rather  than  Japanese 
market-opening  measures. 

Despite  the  strain  current  U.S.  economic 
difficulties  place  on  U.S.  trade  policy,  the 
U.S.  is  not,  as  yet,  turning  to  protectionism 
The  economic  policies  of  President  Reagan 
aim  at  the  recovery  of  the  U.S.  economy  an 
not  at  its  insulation  from  global  competition 
But  our  trading  partners  have  their  responsi- 
bilities as  well.  Japan  in  particular  needs  to 
take  additional  steps  to  demonstrate  its  will- 
ingness to  do  its  fair  share  to  maintain  the 
world  trading  system  and  to  discourage  pro- 
tectionism. In  the  months  ahead,  U.S. 
Government  officials  will  emphasize  this  im- 
perative at  every  opportunity  to  Japanese  of 
all  ranks. 

As  we  Americans  continue  our  dialogue 
with  the  Japanese  people  about  the  future  of 
the  most  important  bilateral  relationship  in 
the  world,  we  must  not  forget  that  the 
Japanese  are  our  good  friends.  The  two 
peoples  and  the  officials  who  represent  them 
have  been  able  to  work  together  through  tht 
years  to  find  solutions  to  the  problems  whicl 
inevitably  arise  as  the  relationship  expands. 
Japan  has  been  one  of  our  most  constant 
allies,  supporting  us  on  sanctions  when  othe: 
older  allies  quibbled,  increasing  economic  as 
sistance  to  areas  of  instability  and  broadenin 
its  contribution  to  mutual  defense.  I  am  conf 
dent  that,  as  our  good  friends,  the  Japanese 
will  listen  to  our  message  about  our  economi 
concerns  and  take  additional  steps  to  respon' 
to  them.  We  need  the  Japanese,  but  they  alsc 
need  us  and,  in  my  view,  are  prepared  to 
work  closely  with  us  to  resolve  any  problem 
which  threaten  our  relationship. 


Mike  Mansfield 

United  States  Ambassador 
to  Japan 
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COMING  OF  THE  SOFTENING  REVOLUTION 

Can  Service  Industries  Become 
the  New  Leaders  of  the  Japanese  Economy? 


In  the  wake  of  Helmut  Schmidt's 
resignation  as  chancellor  of  West  Ger- 
many, Japan's  Zenko  Suzuki  abruptly 
stepped  down  from  the  combined  office 
of  Prime  Minister  and  President  of  the 
ruling  Liberal  Democratic  Party,  caus- 
ing a  tremor  of  surprise  throughout  the 
international  community. 

There  were  two  factors  that  drove 
the  ex-Prime  Minister  to  his  action. 
One  was  the  unexpected  and  prolonged 
delay  of  economic  recovery,  which,  ac- 
cording to  official  prediction,  ought  to 
have  begun  almost  sixteen  months 
before  Mr.  Suzuki's  withdrawal  from 
office.  The  Japanese  government  had 
officially  announced  in  spring  1981  that 
the  recession  had  ended  and  that  a 
speedy  recovery  could  be  anticipated 
from  midyear.  Contrary  to  this  pre- 
diction, the  following  months  saw  little 
improvement  and  business  activity 
headed  rapidly  toward  yet  another 
downturn.  Complete  disagreement 
arose  within  the  ruling  party  in  assess- 
ing the  prevailing  situation  and  the 
direction  of  macroeconomic  policy, 
which  led  to  total  loss  of  control  by  the 
leadership  within  the  party. 

The  other  factor  behind  Mr.  Suzuki's 
sudden  resignation  was  that  the  col- 
lapse of  his  administration's  budget- 
balancing  program  had  become  all  too 
clear  to  the  public  eye.  The  ex-Prime 
Minister  had  openly  staked  his  political 
career  on  the  success  of  his  program. 

The  combined  burden  of  these  two 
economic  problems  apparently  led  Mr. 
Suzuki  to  the  conviction  that  he  had  lit- 
tle, if  any,  hope  of  winning  the  pending 
election  for  the  LDP's  presidency, 
which  was  scheduled  to  take  place  in 
the  fall  of  1982.  Failure  to  win  this  elec- 
tion would  have  meant  immediate  loss 
of  his  position  as  Prime  Minister. 

These  two  issues,  which  ended  a 
prime  minister's  career,  are  actually 
two  aspects  of  the  same  problem.  To 
put  it  briefly,  Japan's  economy  today  is 
rapidly  moving  toward  an  increasingly 
larger  service  sector,  with  a  correspond- 
ing decline  in  manufacturing.  The 


by  Johsen  Takahashi 

Suzuki  administration  failed  to  take 
note  of  this  trend  and  to  reshape  its 
economic  policies  accordingly.  Until 
recently,  the  Japanese  economy  had 
always  relied  heavily  on  the  manufac- 
turing sector  as  a  source  of  growth.  It  is 
common  knowledge  that  the  rapid  ex- 
pansion of  the  postwar  Japanese  econ- 
omy was  made  possible  by  the  dyna- 
mism of  the  manufacturing  industries, 
ranging  from  the  producers  of  basic 
materials  to  the  manufacturers  of  con- 
sumer durables  and  nondurables.  The 
first  oil  crisis  of  1973-74  worked  to 
change  this  growth  mechanism.  Expan- 
sion of  the  manufacturing  sector  has 
generally  tended  to  lag  throughout  the 
post-oil  crisis  years,  while  the  service 
industries  have  grown  significantly. 
These  service  industries  are  often  re- 
ferred to  as  the  "soft"  sector,  as  op- 
posed to  the  manufacturing  industries 
involved  in  the  production  of  hard 
goods. 

Failure  to  recognize  this  new  element 
of  change  inevitably  leads  to  erroneous 


judgments  in  analyzing  the  economi 
situation.  Likewise,  Japan's  traditior 
tax  system,  which  was  designed  prir 
ily  to  tax  the  earnings  of  the  manufa 
turing  sector,  tends  to  take  little  ace 
of — if  not  ignoring — the  activities  of 
the  service,  or  soft  industries,  such  a 
tax  structure  could  not  be  expected  I 
produce  sufficient  revenues.  Thus,  M 
Suzuki,  unknowingly,  became  a  vicl 
of  the  "softening  revolution"  that  is 
fundamentally  changing  the  structur 
the  Japanese  economy. 

A  SOFTENING  REVOLUTION 
SPREADS  ACROSS  THE  ECONON 

Signs  of  the  softening  revolution  a 
evident  in  many  aspects  of  the  econc 
my.  To  take  the  case  of  production 
structure  in  terms  of  the  value  addec 
by  the  various  sectors  of  industry,  w 
find  that  in  the  calendar  year  1970, 
43%  of  Japan's  domestic  production 
had  originated  in  the  secondary  sect« 
The  component  share  of  the  tertiary 
sector  was  51.1% .  By  1980,  the  struc 
ture  of  production  had  shifted  to  a 
share  of  58.0%  for  the  tertiary  secto; 
and  a  considerably  reduced  share  of 
38.4%  for  the  secondary  sector.  Tot; 
value  added  by  the  tertiary  sector  ex 
panded  by  a  nominal  13.9%  per  ann 
during  that  decade,  whereas  growth 
the  secondary  sector  was  an  annual 
average  11.2% . 

The  change  in  the  relative  positior 
of  the  two  sectors  is  also  reflected  in 
the  structure  of  employment.  In  197C 
the  ratio  of  the  tertiary  sector  to  tot. 
employment  stood  at  46.6%.  In  198C 
55.3%  of  the  working  population  w; 
accounted  for  by  this  sector.  In  thes« 
same  ten  years,  primary  sector  empl- 
ment  shrank  from  19.3%  to  10.9%  o 
the  working  population.  The  percen- 
tage share  of  the  manufacturing  sect* 
also  declined  from  26.1%  in  1970  to 
23.7%  in  1980.  Similar  trends  can  be 
found  even  within  the  manufacture 
sector  itself,  in  that  the  proportion  o 
workers  directly  involved  in  manufa* 
turing  jobs  has  gradually  declined  ov 
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the  years,  while  that  of  non- 
manufacturing  employees  such  as  cler! 
and  administrative  staff  has  sys- 
tematically increased.  Between  1970  ai 
1980,  the  percentage  share  of  actual 
manufacturing  workers  declined  from 
74.3%  of  total  manufacturing  employ 
ment,  whereas  the  proportion  of  thos« 
employees  with  non-manufacturing 
occupations  rose  from  25.7%  to  28.7": 
in  that  same  period. 

Business  related  services  have  re- 
corded steady  growth  for  some  time. 
Such  services  as  advertising,  data  pro- 
cessing, information,  legal  advice,  ac- 
counting, designing  and  equipment 
leasing,  etc.,  have  seen  a  combined 
growth  rate  of  16.5%  per  annum  in  th 
1970-1980  decade. 

Purchasing  behavior  of  households 
has  also  begun  to  show  a  clear  inclina- 
tion towards  spending  on  services 
rather  than  manufactured  commoditie 
In  1970,  spending  on  services  such  as 
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education,  entertainment  etc.,  stood  al 
52.8%  of  total  household  expenditures 
By  1980,  spending  on  services  had  ex- 
panded to  63.2%.  These  changes  reflec 
a  shift  in  consumer  preference  toward 
the  "non-commodity"  types  of  expen- 
diture category  such  as  sports,  travel- 
ing, education  and  entertainment.  This 
trend,  in  turn,  stems  from  the  fact  that 
Japanese  living  standards  have  general- 
ly reached  a  point  where  the  degree  of 
satisfaction  is  quite  high  with  respect  tt 


The  Human  Computer. 
Much  more  than  a  mechanical  brain 


Mitsubishi  Corporation,  the 
world's  largest  human  computer, 
is  a  complex  of  15,000  experts 
functioning  in  all  the  essential 
parts  of  commerce  and  industry 
worldwide.  Our  input  and  output 
of  vital  marketing  information 
reflect  changing  needs  as  they 
occur. 

In  the  U.S.  the  terminals  of 
this  living  computer  are  housed  in 
the  15  coast-to-coast  offices  of  the 


Mitsubishi  International  Corpora- 
tion, a  wholly  owned  subsidiary 
with  headquarters  in  New  York. 
Both  at  home  and  abroad,  MIC 
organizes  major  projects  requir- 
ing the  input  of  American  parts 
and  equipment. 

It  arranges  for  the  transfer  of 
products  among  the  developed 
and  developing  countries,  and 
provides  financing  and  distribution 
for  American  manufacturers 


wishing  to  export  their  products 
to  any  part  of  the  world.  The  sum 
total  of  these  and  countless  other 
MIC  transactions  in  25,000 
different  commodities  now 
exceeds  US$13  billion  a  year,  and 
contributes  substantially  to  the 
U.S.  balance  of  trade. 

Mitsubishi  Corporation.  An 
on-the-spot  partner  with  the 
worldwide  resources  and  experi- 
ence to  help  you  stay  the  distance. 


Mitsubishi  Corporation 

Seeking  international  solutions  through  trade 


Headquarters:  6-3  Marunouchi  2-chome,  Chiyoda-ku,  Tokyo  100-91,  Japan.    160  overseas  offices  and  subsidiaries 
Subsidiary  company  in  U.S.A.:  MITSUBISHI  INTERNATIONAL  CORPORATION 

New  York,  Atlanta,  Pittsburgh,  Washington,  Philadelphia, 
San  francisco,  Portland,  Seattle,  Los  Angeles,  Palo  Alto,  Denver,  Houston,  Chicago,  Detroit,  St.  Louis. 
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items  such  as  food  or  clothing  and  the 
market  for  consumer  durables  such  as 
autos  and  TV  sets  has  more  or  less 
reached  saturation.  As  a  result,  what  is 
evident  here  is  a  diversification  of 


values  in  consumer  behavior  such  as  we 
have  not  seen  in  the  past  in  Japanese 
households.  In  response  to  these  behav- 
ioral changes,  the  personal  and 
household-related  service  industries 


have  become  notably  more  diverse  in 
their  activity  over  recent  years.  Expan 
sion  of  the  total  market  for  such  ser- 
vices has  also  been  rapid,  with  a 
growth  rate  of  10.5%  per  annum  over 
the  period  from  1975  to  1981. 

By  the  same  token,  Japan's  external 
trade  is  also  showing  a  shift  towards 
service- related  transactions.  In  fiscal 
1970,  Japan's  merchandise  exports 
amounted  to  $19.8  billion,  while  ex- 
ports of  services  stood  at  just  over  $4.. 
billion.  The  ratio  of  service  exports  to 
commodity  exports  was  21.1%  at  that 
stage.  Figures  for  FY  1981  show  com- 
modity exports  standing  at  at  $149.6 
billion,  exports  of  services  at  $40.9  bil- 
lion and  the  service  to  commodities 
ratio  was  27.4%.  In  the  first  quarter  o: 
FY  1982  (April-June  of  calendar  1982), 
Japan's  service  exports  posted  an  in- 
crease of  5.1%  over  the  corresponding 
quarter  of  the  previous  year,  while  ex- 
ports of  merchandise  declined  6.0%.  A 
a  result,  the  service  to  commodities 
ratio  recorded  a  further  step  up  to 
29.9%  for  this  period. 

All  of  these  developments  point  to  a 
economy  that  is  rapidly  reshaping  itsel 
from  a  manufactured  goods-productioi 
oriented  structure  toward  greater  de- 
pendence on  service  production  of 
"soft"  industries  as  a  source  of  growth. 
Because  of  this  structural  change,  a 
reasonably  high  rate  of  growth  in 
household  spending  may  not  necessari- 
ly imply  a  corresponding  increase  in  th 
retail  sales  of  manufactured  consumer 
goods.  Foreign  exchange  earnings  may 
keep  mounting  even  when  the  volume 
of  commodity  exports  declines. 

This  goods- to-services  shift  in  the 
structure  of  the  Japanese  economy  has 
been  particularly  noticeable  in  the  year 
following  the  first  oil  crisis.  Perhaps  th 
most  straightforward  indicator  of  this 
change  is  the  relationship  between  real- 
term  GNP  growth  and  the  growth  rate 
of  industrial  production.  Between  FY 
1965  and  FY  1973,  real  GNP  grew  by  ai 
annual  average  9.5%,  and  this  was 
accompanied  by  a  12.8%  per  annum 
growth  of  industrial  production.  Thus, 
the  elasticity  ratio  of  industrial  pro- 
duction to  GNP  was  1.3474  for  that 
period.  In  comparison,  the  FY  1975-FY 
1981  period  recorded  a  GNP  growth 
rate  of  3.8%  per  annum,  while  indus- 
trial production  fell  short  of  this  GNP 
growth  with  a  2.8%  annual  average 
rate  of  expansion.  The  elasticity  ratio 
fell  to  0.7368. 


The  seamless  connection: 


Bank  of  Tokyo 
provides  the  seamless 
connection  between  your 
local  and  international  banking 
needs.  Bank  of  Tokyo  does  this 
with  superior  services  at  both  local 
and  worldwide  levels  with  a 
network  more  extensive  than  that 
of  any  other  Japanese  bank.  Over 
240  offices,  representative  offices  and 
subsidiaries  with  their  offices  and 
1,900  correspondent  banks  become 
powerful  assets  on  your  side  in  today's 
demanding  financial  environment. 

Compare  our  performance.  We 
believe  you  will  find  it  speedier, 
more  reliable  and  more  economical. 
From  organizing  worldwide  syndi- 
cated loans  to  rapid  foreign  remit- 
tances to  considerate  local  services, 
Bank  of  Tokyo  provides  the 
meticulous  concern  you  deserve. 

j^^^     Leaders  in  international  banking  since  1880  
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In  Tokyo, 
one  hotels  guest 
register  reads 
like  aWho's  Who 
in  the  world  of 
business  and  finance. 


Tokyo,  Japan 


In  a  class  by  itself 
Iwajiro  Noda,  Honorary  Chairman 
Tatsuro  Goto,  President  &  General  Manager 

Host  to  chiefs  of  state,  financial  leaders  and  executive  travelers  from  around  the  world. 
Hotel  Okura  is  conveniently  located  adjacent  to  the  American  Embassy. 

one  oflhe^Jeadinffllotels  of thefWorld® 

Represented  Worldwide  by  H  R I 


See  your  travel  agent  or 
HRI.  Tel:  800-223-1230 
Toll  Free, 
212-751-8915 
Collect 


Hotel  Okura  New  York  Office 

c/o  Hotel  Representative  Inc.,  770  Lexington  Avenue.  New  York.  N  Y  10021 
Please  send  me  brochures  on  Hotel  Okura  and  a  booklet  "When  in  Japan" 
an  introduction  for  doing  business  in  and  with  Japan 
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Address 
City   
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THE  SOFTENING  REVOLUTION 
AND  THE  FINANCIAL  INDUSTRY 

Given  these  basic  changes  in  the  pat- 
tern of  macroeconomic  growth,  even 
the  banking  and  financial  sector,  tradi- 
tionally the  most  conservative  and 
unchanging  of  all  industries  in  Japan,  is 
being  compelled  to  alter  its  customary 
ways. 

Due  to  the  goods-to-services  shift  in 
the  economic  structure,  there  is  much 
less  need  for  large-scale  plant  and 
equipment  investment  compared  to  the 
days  when  manufacturing  industries 
were  the  major  sustaining  force  of 
economic  growth.  This  has  led  to  re- 
duced demand  for  investment  funds  in 
the  private  business  sector.  Meanwhile, 
the  public  sector  has  now  become  the 
primary  borrower  of  funds  with  the 
urgent  need  somehow  to  cover  its  mas- 
sive budget  deficit.  As  a  result,  the  total 
flow  of  funds  structure  in  Japan's  finan- 
cial market  has  seen  quite  a  dramatic 
change.  In  the  past,  it  was  the  rule  for 
personal  savings  to  be  channeled 


through  deposits  and  bank  lending  to 
the  business  sector  which  was  in 
chronic  shortage  of  funds  for  invest- 
ment. By  contrast,  the  most  recent 
trend  has  been  for  funds  to  flow  from 
households  to  the  public  sector  via  cen- 
tral and  local  government  bond  issues. 

This  change  in  the  flow  of  funds  has 
concurrently  meant  the  decline  in  the 
role  of  indirect  financing  as  a  means  of 
fund  raising  by  business.  Indirect  fi- 
nancing through  banks  has  held  a 
dominant  position  in  Japan's  financial 
system  throughout  much  of  Japan's 
postwar  economic  history.  This  domi- 
nance of  bank  financing  was  mainly 
due  to  the  well-known  policy  restric- 
tion on  interest  rates  that  made  it  possi- 
ble for  banks  to  offer  funds  to  busi- 
nesses at  exceptionally  low  cost. 
However,  circumstances  have  changed 
a  great  deal  in  recent  years.  The  tre- 
mendous scale  of  national  debt  issuance 
following  the  first  oil  crisis  and  the  fact 
that  Japan's  financial  markets  are  be- 
coming increasingly  more  integrated 


with  the  international  financial  system 
are  creating  a  strong  pressure  toward 
liberalization  of  interest  rates.  This 
pressure  is  making  it  more  and  more 
difficult  to  maintain  the  traditional  re- 
strictions in  their  original  form. 

Another  aspect  of  the  transformatio: 
taking  place  in  Japan's  financial  sector 
is  that  both  business  and  households 
have  become  notably  more  sensitive  tc 
interest  rate  developments.  That  in- 
comes cannot  be  expected  to  grow  at 
the  high  rates  that  were  recorded  in  th< 
days  prior  to  the  oil  crisis,  and  that  th« 
accumulation  of  financial  assets  by  in- 
dividuals has  reached  a  considerable 
scale,  are  the  factors  that  are  creating 
this  trend.  People's  demand  for  higher 
yields  on  their  financial  assets  has 
resulted  in  keen  competition  to  produc 
new  and  ever-more-profitable  financial 
instruments.  Thus,  both  securities  com 
panies  and  the  banks  are  in  an  energeti 
rush  to  inject  new  instruments  into  the 
financial  markets. 

Moreover,  city  and  local  banks  will 


All  American 
Favorites 

Kikkoman  Soy  Sauce  is  practically  as  American  as  hamburgers.  In  fact,  it's  the  secret 
ingredient  in  the  best  tasting  burger  you'll  ever  eat. 
Kikkoman  brings  out  the  flavor  of  hamburgers  by  its  smooth,  savory  flavor. 
And  it  enhances  steaks,  chicken  —  even  vegetables  like  no  other  leading  soy  sauce  can. 
Because  only  Kikkoman  is  brewed  slowly,  naturally  in  an  authentic  process  developed 
in  Japan  over  300  years  ago. 

Here  in  America,  Kikkoman  carries  on  this  brewing  tradition 
in  a  modern  200-acre  plant  in  Walworth,  Wisconsin. 
It's  really  no  wonder  that  Kikkoman  is  America's  favorite 
soy  sauce.  After  all,  the  appreciation  of  fine  food  is 
indeed  universal. 


World  Renowned  Quality  Since  1630. 


KIKKOMAN  CORPORATION 

339  Noda,  Noda  City,  Chiba  278,  Japan 
KIKKOMAN  FOODS,  INC.,  P.O.  Box  69,  Walworlh, 
Wisconsin  53184,  U.S.A. 

KIKKOMAN  INTERNATIONAL  INC.,  50  California  Street, 
Suite  3600,  San  Francisco.  Calif.  94111, 
U  S.A./Branches:  Los  Angeles,  New  York, 
Chicago  and  Atlanta 


The  most  famous  name 
in  Japanese  quality  control 

is  American. 


His  name  is 
Dr.  W.  Edwards 
Deming,  and  he's  a 
quality  control  expert. 

In  1950,  the  Union  of 
apanese  Scientists  and 
Engineers  (JUSE)  invited 
Dr.  Deming  to  lecture  several  times  in 
apan,  events  that  turned  out  to  be 
Dverwhelmingly  successful. 

To  commemorate  Dr.  Deming 's  visit 
and  to  further  Japan's  development  of 
quality  control,  JUSE  shortly  thereafter 
established  the  Deming  Prizes,  to  be 
presented  each  year  to  the  Japanese 
:ompanies  with  the  most  outstanding 
achievements  in  quality  control. 

Today,  Dr.  Deming 's  name  is  well 
cnown  within  Japan's  industrial 
:ommunity,  and  companies  compete 
iercely  to  win  the  prestigious  Demings 


In  1953, 
Sumitomo  Metals 
was  fortunate 
enough  to  win  the 
Deming  Prize  For 
Application.  In  retrospect, 
we  believe  it  may  have  been 
the  single  most  important  event  in  the 
history  of  quality  control  at  Sumitomo. 
By  inspiring  us  to  even  greater  efforts,  it 
helped  us  to  eventually  become  one  of 
the  world's  largest  and  most  advanced 
steel -makers. 

Sumitomo  Metals  owes  a  great  deal  to 
the  American  quality  control  expert  who 
became  one  of  Japan's  greatest  inspira- 
tions. On  that  point,  the  management 
and  employees  of  Sumitomo  Metals 
would  like  to  take  this  opportunity  to 
say  simply,  "Thanks,  Dr.  Deming,  for 
helping  to  start  it  all." 


«9»  SUMITOMO  METALS 


sumitomo  metal  inoustries, ltd  Tokyo  &  Osaka.  Japan 
jmitomo  Metal  America.  Inc  Head  Office  420  Lexington  Ave  .  New  York.  N  Y  10017.  USA  Phone:  (212)  949-4760  Offices  in  Los  Angeles,  Chicago.  Houston 
AIN  PRODUCTS  Tubes  &  pipe,  flat  rolled  products,  bars,  shapes  &  wire  rods,  rolling  stock  parts,  steel  castings  &  forgings.  and  a  wide  range  of  steel  products 


Located  on 
exquisitely 
landscaped 
Japanese  gardens 
in  one  of  Tokyo's 

most  exclusive 
residential  districts. 

—  •  — 

500  spacious  • 
guest  rooms  and 
suites. 

—  •  — 

9  distinctive 
restaurants, 
a  bar  and 
cocktail  lounges. 

—  •  — 
Indoor 

swimming  pool, 
sauna, 
health  club, 
shopping  arcade. 

—  •  — 
We  offer  quiet 
elegance  and 

personalized  service. 


Miyako  Hotel  Tokyo 

For  Reservations  and  Information:  1-50,  Shiroganedai  1-chome,  Minato-ku,  Tokvo  108,  Japan 
Phone:  03-447-3111  Telex:  242-3111  MYKTKY-J  Cable:  MIYAKO  TRY 
U.S.  Representative:  Robert  F.  Warner,  Inc.,  NY',  NJ,  CT:  212-557-3040 
All  Other  States:  800-223-6625  Or  (  all  Utell  International  Reservation  Office:  800-223-9868 


JAPAN 


be  able  to  enter  into  over-the-counter 
sales  of  national  bonds  to  private  in- 
dividuals as  of  April  1983.  With  banks 
starting  to  handle  securities  in  this 
fashion,  and  as  was  commented  by  Mr. 
Yoshio  Narita,  Executive  Vice- 
President,  Yamaichi  Securities  Co., 
Ltd.,  "the  securities  companies  are  de- 
manding that  they  be  allowed  to  deal  in 
financing  activity  using  government 
bonds  as  collateral.  If  this  is  approved, 
the  idea  would  be  to  link  this  financing 
system  with  existing  financial  instru- 
ments and  develop  something  in  the 
manner  of  the  U.S.  cash  management 
accounts.  Securities  companies  could 
then  move  one  step  into  the  area  of 
financial  services." 

This  mutual  infiltration  of  banks  and 
securities  companies  into  each  other's 
spheres  of  activity  is  ultimately  likely 
to  reach  a  stage  where  the  distinction 
between  the  two  would  become  virtual- 
ly meaningless.  The  time  is  approaching 
when  banks  and  securities  companies 
start  competing  on  an  equal  plane. 

Meanwhile,  widespread  growth  of 
computerization  and  technological  pro- 
gress in  data  transmission  are  joining 
forces  to  stimulate  the  introduction  of 
"home-banking"  into  the  Japanese 
financial  system.  With  home-banking, 
it  will  become  possible  without  ever 
having  to  leave  home  to  deposit,  draw 
out  and  transfer  funds  via  transmission 
networks  that  link  the  home  to  banks' 
central  processing  units.  The  Federation 


of  Bankers'  Associations  of  Japan  has 
been  studying  the  prospects  for  full 
scale  home-banking  in  Japan  since  the 
beginning  of  1981. 

With  these  underlying  changes  as  a 
backdrop,  seminars  on  finance  and 
securities  transactions  designed  for 
housewives  have  become  something  of 
a  thriving  industry  in  Japan.  The  more 
sophisticated  the  courses  are,  the  more 
popular  they  are.  They  days  of  money 
fever  appear  to  be  dawning  in  Japan's 
financial  markets.  The  smaller,  weaker 
financial  institutions  that  lack  the 
capital  and  technology  to  match  these 
trends  are  finding  it  increasingly  dif- 
ficult to  survive  in  this  new  financial 
environment.  The  larger  institutions, 
on  the  other  hand,  are  ready  to  culti- 
vate every  opportunity  to  expand  their 
share  of  the  market.  Thus,  the  financial 
sector  of  the  Japanese  economy  is  likely 
to  see  some  fundamental  reorganization 
through  mergers  and  acquisitions  dur- 
ing the  course  of  the  1980s. 

GOODS-PRODUCING  INDUSTRIES 
IN  A  SERVICE-ORIENTED 
ENVIRONMENT 

Faced  with  the  goods-to-services  shift 
in  the  structure  of  the  Japanese  econ- 
omy, the  goods-manufacturing  indus- 
tries are  trying  to  find  the  ideal  ratio  in 
the  diversification  of  their  product  mix 
and  in  the  production  of  higher-value- 
added  sophisticated  products. 
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STEEL 

It  comes  as  something  of  a  surprise  I 
find  that  Japan's  crude  steel  productioi 
has  seen  absolutely  no  increase  througl 
out  the  latter  1970s.  It  is  actually  close 
to  the  truth  to  say  that  production 
levels  have  systematically  declined  ove 
this  period.  The  peak  production  year 
was  FY  1973  when  crude  steel  produc- 
tion stood  at  120  million  tons.  By  FY 
1977,  production  had  declined  to  100 
million  tons.  The  slight  recovery  that 
ensued  was  cut  short  by  the  second  oil 
crisis  of  1979-1980  and  the  FY  1981  pro 
duction  level  stood  at  103  million  tons 
Production  is  estimated  to  fall  still  fur- 
ther in  FY  1982  to  a  figure  in  the  range 
of  97  million  tons. 

These  developments  in  the  steel  in- 
dustry form  part  of  the  inevitable  out- 
come of  the  softening  revolution:  the 
shift  to  a  more  service-oriented 
economy  with  less  spending  on  and  les 
production  of  manufactured  goods. 
Declining  production  has  meant  less  us 
of  steel  as  a  raw  material.  Figures  show 
that  between  FY  1973  and  FY  1980,  the 
volume  of  total  steel  input  per  unit  of 
GNP  fell  from  458  tons  for  every 
billion  yen  of  real  GNP  to  317t/bill. 
yen.  A  further  decline  in  this  ratio  was 
recorded  in  FY  1981  with  a  figure  of 
300t/bill.  yen.,  a  decline  of  some  34% 
compared  to  FY  1973.  Because  of  the 
softening  revolution  and  the  accompa- 
nying changes  in  the  economic  struc- 
ture, the  once  often  cited  phrase  that 
steel  is  to  Japanese  industry  as  basic 
nourishment  is  to  the  human  body,  ha; 
lost  much  of  its  aptness. 

However  it  is  noteworthy  that 
despite  shrinking  production  volume, 
the  value  of  the  steel  industry's  sales 
has  by  no  means  been  on  the  decline. 
The  top  five  steel  manufacturers  of 
Japan  (Nippon  Steel,  Nippon  Kokan, 
Sumitomo  Metals,  Kawasaki  Steel, 
Kobe  Steel)  managed  among  them  to 
record  total  sales  of  8.6  trillion  yen  in 
FY  1981.  This  figure  was  an  increase  of 
34.4%  over  FY  1978  when  sales  value 
stood  at  Y6.4  trillion.  In  this  same 
period,  the  volume  of  raw  steel  produc 
tion  by  the  big  five  recorded  a  decline 
of  6.3%. 

Part  of  this  achievement  is  obviously 
attributable  to  increases  in  the  unit 
price  of  steel  products.  In  fact,  the 
wholesale  price  index  for  steel  products 
rose  by  15.4%  between  FY  1978  and  FY 
1981.  On  the  other  hand,  it  is  equally 
true  that  the  diversification  of  produc- 
tion structure  and  the  increase  in  the 
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geuerat-puipose 
computers  and  business 
computers  as  it  does  to 
our  small,  personal 
ones  like  lbcPC-8000, 
the  best-seller 
in  Japan. 
The  NEC  tele- 
conference system 
fakes  our  philosophy ' 
yet  another  step. 
Combining  a  variety 
of  data  processing 
systems  with 
communications 
systems,  it  can 
save  businesses 
nillions  of  dollars 
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business  people 
oousands  of  hours 
of  needless  travel. 
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countries. 

NEC 

Nippon  Electric  Co  Ltd 

PO  Box  1  Takanawa  Tokyo  Japan 
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ratio  of  high  value-added  items,  to- 
gether with  the  expansion  of  the  "soft" 
sector  such  as  engineering  know-how, 
have  contributed  significantly  to  in- 
creased sales  revenues.  Moreover,  the 
steel  manufacturers'  profit  margins 
have  also  widened  over  the  latter  1970s, 
mainly  as  a  result  of  cost-saving 
achievements  such  as  higher  labor  pro- 
ductivity and  better  efficiency  in  energy 
use.  Net  profits  of  the  big  five  increased 
from  ¥100  billion  in  FY  1978  to  ¥237 
billion  in  FY  1980. 

Yoshifumi  Kumagai,  President  of 
SUMITOMO  METAL  INDUSTRIES 
Ltd.,  and  a  leading  figure  in  Japan's 
steel  industry,  has  been  one  of  the 
earliest  and  most  keen  advocates  of 
diversification  and  a  higher  ratio  of  the 
more  sophisticated  and  high-value- 
added  products  in  steel  manufacture. 
His  beliefs  are  certainly  well  reflected  in 
the  production  figures  of  his  company. 
The  ratio  of  conventional  steel  products 
to  total  production  has  visibly  fallen  at 
Sumitomo  Metals,  while  the  proportion 
of  such  high-grade  products  as  line 
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Ratio  of  High-Value-Added  Goods 
to  Total  Sales  at  Sumitomo  Metals 
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Source:  Sumitomo  Metal  Industries,  Ltd, 


Note:  Major  high-value-added  goods  are  line  tubes,  oil-country  tubular  goods, 

corrosion-resistant  and  weatherproof  sheets  and  plates,  high-tensile  strength  sheets  and  plates,  etc. 
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es,  oil-country  tubular  goods,  high- 
sile-strength  sheets  and  plates, 
osion-resistant  sheets  and  plates  has 
■\  a  sharp  increase.  At  the  same  time, 
irieering  business  such  as  the  con- 
iction  of  steel  structures  and 
eline's  and  engineering  and  technical 
rices  for  iron  and  steel  making, 
ich  may  be  termed  the  "soft"  ele- 
it  in  the  company's  activity,  has 
)  recorded  a  doubling  of  sales  in  the 
r  year  period  FY  1977-FY  1981.  "We 
/  confidently  say  that  Japan's  steel 
ustry  is  the  world's  top  runner  with 
>ect  to  the  upgrading  of  products." 
Kumagai).  It  follows  then,  that 
ler  sales  despite  lower  production 
jme  is  a  trend  that  will  be  main- 
ed  over  the  coming  years.  More- 
r,  "Engineering  activity  that  in- 
/es  the  use  of  steel  products  will 
>  become  an  increasingly  more  im- 
tant  aspect  of  the  steel  business." 
Kumagai).  Thus,  effects  of  the  soft- 
ig  revolution  can  be  detected  even 
his  most  typical  of  basic  material 
Jhufacturing  industries. 


ELECTRONICS 

On  the  other  hand,  there  are  some 
industries  within  the  manufacturing  sec- 
tor for  which  this  goods-to-services 
shift  is  turning  out  to  be  a  new  source 
of  expansion  and  these  industries,  in 
their  turn,  are  in  fact  contributing  to 
the  growth  of  this  trend  toward  a  more 
service-oriented  economy. 

A  case  in  point  is  the  computer- 
manufacturing  industry.  With  the  pro- 
duction of  smaller,  more  efficient  and 
cheaper  computers  as  the  major  driving 
force,  Japanese  computer  manufac- 
turers are  about  to  enter  a  second  phase 
in  their  apparently  never-ending  road 
to  expansion.  During  the  earlier  stages 
of  computerization,  it  was  the  rule  for 
computers  to  be  placed  in  a  room  of 
their  own  where  only  professional  com- 
puter operators  had  the  privilege  to 
enter.  However,  the  situation  is  now 
such  that  desk-top  personal  computers, 
which  can  perform  all  the  functions  of 
a  standard  medium-size  computer  of  a 
few  years  ago,  are  being  sold  at  rea- 
sonable prices  to  anyone  who  wants 


them. 

In  this  fashion,  computers  are  now 
moving  out  of  their  once  sacrosanct 
operating  rooms  and  are  being  used  by 
amateurs  both  in  business  and  in 
private  households.  Without  doubt, 
this  is  a  revolutionary  change  for  the 
Japanese  computer  industry.  NIPPON 
ELECTRIC  Co.  Ltd.,  has  been  the 
frontrunner  in  this  new  trend.  The 
company  launched  its  first  personal 
computers  (the  PC  8000  series)  in  the 
fourth  quarter  of  calendar  1979  and  it 
now  has  a  new  line  of  products  (the  PC 
9800  series),  which  can  offer  a  more  so- 
phisticated range  of  functions.  The 
company  has  an  annual  production 
level  of  almost  400,000  units,  which 
corresponds  to  50%  of  Japan's  total 
production  of  personal  computers.  The 
PC  9800  series  is  equipped  with  a  16bit 
CPU  which  is  compatible  to  "i  8086" 
and  has  up  to  640  Kbyte  memory  scale, 
making  it  possible  to  perform  compli- 
cated programming  and  information- 
processing  tasks. 

Given  this  growing  trend  towards 
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THE  WORLD  IS  GOING  OUR  gft  WAY 


the  secrets  to 
sogo  shosha 


Secrets  are  simple  once  you  know 
them.  The  secrets  to  the  success 
of  sogo  shosha  (general  trading 
companies)  are  no  exception. 

Versatility 

A  sogo  shosha  embodies 
multiple  functions:  trading, 
distribution,  transportation, 
contracting,  marketing, 
investment,  research,  financing, 
resource  development, 
planning,  information, 
joint  ventures,  organizing,  etc. 
Thus,  a  sogo  shosha  can 
be  of  service  to  anyone. 

Customer  First 

The  attitude  of  a  sogo  shosha 

is  never  "Here  is  what  we  have, 

why  don't  you  buy?" 

Instead,  if  s  "Tell  us  what  you  want 

and  we'll  find  it  for  you." 

We  feel  that  it  is  the  duty 

of  sogo  shosha  to  answer 

customers'  wants  and  needs  in 

a  speedy  and  efficient  manner. 

Our  secrets  are  simple. 

And  they  work. 
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computer  use  by  the  lay  masses,  hot 
only  hardware  equipment  but  also 
computer  software  is  beginning  to  step 
out  of  specialized  computer  operating 
rooms.  Much  in  the  same  manner  as  in 
the  U.S.,  numerous  venture-business- 
type  software  houses  of  microscopic 
scale  are  now  involved  in  program 
development  in  Japan,  and  packaged, 
ready-to-use  software  products  are  now 
being  sold  to  virtually  countless  ama- 
teur users.  Under  these  circumstances, 
the  information  and  data  processing  in- 
dustry is  currently  the  fastest  growing 
of  a  rapidly  expanding  tertiary  sector. 

With  its  50%  share  of  the  personal 
computer  market  in  Japan,  Nippon 
Electric  appears  immune  to  the  effects 
of  the  prolonged  recession.  Its  FY  1982 
sales  are  projected  to  reach  1.2  trillion 
yen  (an  increase  of  over  17%  against  FY 
1981),  with  a  dramatic  22%  gain  in  net 
profits  to  approximately  26.0  billion 
yen. 

AUTOMOBILES 

HONDA  MOTOR  COMPANY, 
well-known  for  its  Ohio  plant  in  the 
U.S.,  has  always  held  a  position  of  its 
own  in  Japan's  automobile  industry  as 
a  company  that  boasts  a  unique  style  in 
car  design.  Its  latest  hit  product,  the 
"City,"  created  a  sensation  among 


buyers  when  it  was  introduced  to  the 
Japanese  market  in  the  fall  of  1981.  It 
gained  explosive  popularity  with  the 
younger  car-buying  population.  The 
car  is  opposite  in  design  and  concept 
the  plush,  streamline  sedan,  with  its 
humorous  "tall-boy  style." 

NISSAN  MOTOR  COMPANY  ha: 
also  just  launched  a  similarly-built  cai 
the  "March."  The  company  plans  to  si 
this  car  in  overseas  markets  under 
another  name,  the  "Micra,"  and  this 
product,  too,  is  creating  quite  a  stir  ir 
the  markets. 

What  is  interesting  here  is  that  thes« 
cars  are  selling  well,  not  only  for  theii 
efficiency  in  terms  of  driving  per- 
formance, but  because  they  appeal  to 
the  diversified  tastes  of  today's  con- 
sumers who  seek  fashionable  attractiv 
ness  and  originality  in  the  outward  ap 
pearance  of  their  cars.  The  popularity 
of  these  cars  has  much  to  do  with  the 
"soft-side"  of  car  making. 

In  these  and  many  other  ways,  the 
manufacturing  industries  must  adjust 
the  rapid  expansion  of  the  service- 
oriented,  "soft"  economy,  which,  in 
itself,  is  the  reflection  of  a  society  that 
is  approaching  the  stage  of  near- 
saturation  in  terms  of  the  demand  for 
"hard"  manufactured  goods. 


Movement  of  Sales 
in  the  Engineering  Divisions  at  Sumitomo  Metals 


(100  millions  of  yen) 


252 


250 
200 

150 

100 

50 
0 

FY 


179 

235 

^1 

242 

175 

164 

102 

112 

3 

4 

9 

22 

41 

7 

7  7 

8  7 

9  8 

0  8 

1 

steel  structures  mumi  pipelines 

engineering  and  technical  services  for  iron  and  steel  making 

SOURCE:  Mitsubishi  Research  Institute,  Inc. 


I  PAN'S  GROWTH 
f  HENTIAL  DECLINES 

f'rior  to  the  first  oil  crisis,  the 
hanese  economy  was  known  to  have 
p  otential  growth  capacity  of  more 
I  in  9%  in  real  terms.  However,  in  the 
yus  following  the  oil  crisis,  Japan's 
Vings  rate  declined  and  business  plant 
}i  equipment  investment  faltered, 
S  ile  the  volume  of  capital  equipment 
{ [uired  for  a  given  volume  of  produc- 
\  n  increased  (mainly  as  a  result  of  the 
I  ng  need  for  such  "non-productive" 
trestment  as  those  for  pollution 
B  atement  and  energy  conservation). 
I  a  result,  potential  growth  capacity 
I  significantly  to  just  over  4%  in  this 
fl'iod. 

[:  Moreover,  the  most  recent  trend  has 
I en,  as  is  the  recurring  theme  here,  for 
■r;  service-producing  sector  to  expand 
I  share  of  the  economy  with  a  parallel 

i  :line  in  the  proportion  of  the  goods- 
joducing  sector.  Indeed,  the  bulk  of 
),:ent  business  investment  and  techno- 
3  ;ical  progress  has  been  observed  in 
s;as  related  to  the  service  industries 

ii  her  than  in  the  manufacturing  in- 

i  stries.  It  is  an  accepted  fact  that  the 
|nrginal  output  for  a  given  amount  of 
lipital  in  the  service  sector  is  lower 
lative  to  that  of  the  goods  producing 
|?:tor.  This  would  imply  that  invest- 
i?nt  and  technological  innovation  in 
B  service  sector  cannot  contribute  as 
liich  to  the  growth  of  potential  GNP 
p  would  be  the  case  with  manufactur- 
k  industries.  Given  these  circum- 
iinces,  a  further  decline  in  Japan's 
1  Dnomic  growth  capacity  would  ap- 
har  inevitable  and  MRI's  projection 
aces  the  growth  of  potential  GNP  at  a 
ill-term  3.7%  for  the  years  1982-1987. 
i  On  the  demand  side,  it  is  obvious 
ml  government  spending,  which, 
blowing  the  first  oil  crisis,  was  a  ma- 
r  element  of  growth,  can  no  longer  be 
pected  to  play  any  meaningful  role  as 
growth  component.  Nor  can  exports 
I  the  generator  of  growth  that  they 
ice  were,  since  the  world  economy  as 
/vhole  is  expected  to  remain  relatively 
lggish  throughout  most  of  the  re- 
aining  years  of  the  1980s.  Under  these 
.  nditions,  Japan's  actual  GNP  growth 
expected  to  fall  short  of  even  the  low 
ojected  growth  of  potential  GNP, 
th  an  estimated  rate  of  3.6%  per  an- 
im  growth  for  the  1982-1987  period. 


To  invest  in  Japan 
like  a  professional, 
see  Nikko. 


Japan's  growth  is  hardly  a  secret  but  profitable  investing  isn't  al- 
ways easy  in  unfamiliar  territory.  No  doubt  that's  why  so  many 
of  the  world's  leading  institutions  and  international  investors  use 
Nikko's  proven  services. 

Nikko  has  over  six  decades  of  experience,  an  international  net- 
work, and  extensive  facilities  to  research  your  problems  accurately. 
And  our  carefully  trained  personnel  will  provide  the  most  relevant 
information  for  your  individual  needs  to  help  you  make  profitable 
decisions. 

An  integrated  approach  to  investment  and  finance 
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Well-managed  trucking  companies,  large 
and  small,  were  expecting  a  recovery)  in  1983- 
But  watch  the  joker  in  the  pack — taxes. 


Truckers  and 
shippers 


-TV 


By  Allan  Dodds  Frank 


We've  got  a  very  difficult 
economy  and  everybody  has 
to  scramble,"  said  Charles 
Zodrow  as  1982  drew  to  a  close.  Zod- 
row  is  the  closemouthed  chairman  of 
a  tight-lipped  company,  $1.1  billion 
(sales)  Roadway  Express,  the  nation's 
largest  trucker,  so  that  is  about  all  he 
had  to  say  about  1983 — until  Presi- 
dent Reagan  and  Congress  sought 
more  "revenue  enhancement"  from 
truckers.  "The  economy  is  complete- 
ly unknown,"  says  Zodrow,  and  the 
new  taxes  would  be  "costly  and  very 
questionable  unless  offsetting  produc- 


tivity gains  (in  equipment  size  and 
weight  laws)  are  also  passed." 

The  5-cent-per-gallon  increase,  for 
example,  would  add  $500  million  a 
year  to  the  industry's  tax  bill.  The 
American  Trucking  Association  went 
along  with  the  5-cent  tax,  hoping  to 
head  off  increases  in  the  heavy-use  tax 
and  the  annual-use  tax  based  on  vehi- 
cle purchase  price.  These  could  triple 
the  annual  tax  on  larger  trucks,  the 
ATA  says,  to  nearly  $4,400.  Worse 
from  the  interstate  truckers'  view- 
point, such  changes  are  biased  against 
them  specifically,  since  the  taxes  on 
some  smaller  trucks  would  be  re- 
duced on  the  grounds  that  they  do  less 


damage  to  the  roads. 

Trade  associations  sometimes  have 
a  way  of  crying  doom  and  gloom  ir 
the  heat  of  lobbying;  what  it  doei 
show,  though,  is  how  easily  ta> 
changes  could  change  a  fragile  recov 
ery  for  any  given  industry  in  1983  intc 
a  tough  year  indeed. 

The  $42  billion  (revenues)  inter 
state  trucking  industry,  moreover,  ij 
in  a  more  fragile  state  than  most.  It  ia 
still  working  through  the  toils  of  del1 
regulation,  now  in  its  third  year.  The 
adjustment  has  been  traumatic,  anc 
the  trauma  is  far  from  over.  The  AT/! 
had  expected  at  best  a  small  collective 
profit  for  the  industry  this  year — ab< 


The  half  full  glass 


An  optimist  sees  the  glass  half  full,  a  pessimist  sees 
it  half  empty.  Deregulation  is  a  little  like  that. 
Carolina  Freight  Carriers  Corp.  is  one  of  the  optimists. 
There  were  so  many  advantages  to  deregulation,  says 
Carolina's  president,  Kenneth  G.  Younger,  that  "we 
didn't  want  to  spend  five  minutes  worrying  about  the 
unpleasant  things." 

For  example,  says  Younger,  look  at  the  ease  with 
which  a  trucker  can  get  new  operating  authority  with- 
out yesterday's  long  ICC  process.  "We've  opened  up 
new  terminals — we've  now  got  117  in  24  states — that 
would  have  taken  years  before,"  he  says.  Deregulation 
of  the  railroads  has  helped,  too;  Carolina  now  finds  it 
easier  to  ship  piggyback  loads  to  Texas  and  California. 

Of  course,  Carolina  has  a  lot  going  for  it.  It  has  a 
nearly  new  fleet  of  trucks  getting  more  than  6.1  miles 
to  the  gallon  vs.  5.2  mpg  for  the  industry,  no  short-term 
debt  and  moderate  long-term  debt  (at  9.1%),  an  un- 
tapped $10  million  credit  line  and  a  nonunion  subsid- 
iary, Cardinal  Contract  Carriers.  Smaller  carriers  have 
plucked  off  some  of  Carolina's  truckload  business 
(10,000  pounds  or  more),  but  Younger  says  the  com- 
pany now  hauls  55%  of  its  tonnage  (and  generates  85% 
of  its  revenues)  in  much  more  profitable  less-than- 
truckload  lots. 

Started  in  1933  by  now-Chairman  C.  Grier  Beam 
with  one  used  Chevrolet  truck,  Carolina  Freight  has 


More  expansion,  more  mileage,  lower  costs 

"We're  not  going  to  overextend  ourselves  to  expand." 

grown  nearly  17%  annually  for  the  last  five  years  and  is 
now  the  llth-largest  trucking  company  in  revenues 
and  sixth  in  profitability.  "We  plan  to  expand  in  an 
orderly  fashion,"  says  Younger.  "We're  not  going  to 
overextend  ourselves  to  expand  anyplace."  But  Caroli- 
na has  a  big  reach  and  has  just  made  cargo  connections 
with  companies  in  Europe  and  the  Caribbean.  Trans- 
portation analysts  call  it  the  epitome  of  what  smart 
management  can  do  to  take  advantage  of  deregulation. 
No  wonder  Younger's  an  optimist. — A.D.F. 
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;ent  any  big  tax  increases. 
1 1  The  deregulation  shakeout,  for  ex- 
imple,  is  already  in  progress  and  prob- 
lbly  will  continue.  Johnson  Motor 
Jnes  has  already  chosen  to  liquidate 
ather  than  to  stick  it  out,  while  oth- 
ers, such  as  Time-DC  and  Spector  Red 
3all,   went   bankrupt.   A  recovery 
night  not  stave  off  more  consolida- 
:ion,  says  trucking  analyst  William 
l,egg  of  Alex  Brown  &  Sons:  "This 
:ime  the  commercial  bankers  have 
Deen  badly  burned.  In  prior  reces- 
.  sions,  even  if  a  company  went  bank- 
rupt, it  still  had  a  fairly  high  value. 
(Mow  there  is  a  glut  of  terminals  and 
equipment  on  the  market,  as  well  as 
Dperating  rights  that  are  now  worth- 
less.  So  I  don't  think  the  bankers  are 
i^oing  to  lend  to  carriers  that  have 
J  been  on  the  edge  of  insolvency." 
I   The  big  nationwide  truckers — with 
|efficient  management,  higher  fuel  ef- 
ficiency from  newer  equipment,  and 
Miscounts  of  20%  or  more  from  rates 
I that  have  gone  up  35%  since  deregula- 
tion— have    been    gaining  market 
.share.  They  have  been  helped  by  a 
wage  agreement  with  the  Teamsters 
that  limits  increases  to  5%  a  year 
through  March  1985. 
Some  regional  carriers,  such  as 


Preston  Trucking  and  Carolina 
Freight  (see  box)  may  also  do  well. 
Both  have  managed  to  use  the  newly 
deregulated  railroads  to  expand  into 
distant  markets  without  a  lot  of  cap- 
ital investment.  But  other  middle-size 
companies  are  being  squeezed.  Once 
they  thrived  on  truckload-size  ship- 
ments. Now  they  are  being  elbowed 


"You've  got  a  barbell.  A 
bunch  of  carriers  are  doing 
substantially  better  than 
the  industry,  there  aren't 
many  in  the  middle,  and 
there's  a  big  bunch  doing 
very  poorly,"  says  trucking 
analyst  William  Legg. 


out  by  smaller,  nonunion  companies 
for  that  easy-to-handle  cargo — and  by 
the  discount  rates  of  big  truckers  for 
less-than-truckload  shipments  of  larg- 
er shippers.  These  LTL  shipments, 
three  times  as  profitable  as  full  truck- 
loads,  have  increased  from  48%  of 
major  carriers'  loads  in  1979  to  53% 
now.  Roadway  already  carries  98% 
LTL  and  others  may  go  to  85%. 
Result:  With  entry  into  trucking 


now  possible  for  anybody  who  can 
afford  a  truck  and  some  insurance, 
and  with  16,000  companies  already  in 
business,  rates  will  remain  relatively 
low  and  hundreds  more  companies 
may  go  under. 

Can  deregulation  be  slowed,  or 
even  rolled  back?  Despite  grumbling 
by  the  trucking  lobby  and  the  Team- 
sters against  the  Interstate  Commerce 
Commission,  probably  not.  Says  ana- 
lyst Rollins  Maxwell  of  E.F.  Hutton, 
"Deregulation  is  here  forever."  Under 
the  Motor  Carrier  Act  of  1980,  truck- 
ers got  antitrust  exemptions  to  make 
rates  collectively  until  1984.  They're 
pushing  for  an  extension  but  probably 
won't  get  it;  both  Senate  Commerce 
Committee  Chairman  Robert  Pack- 
wood  (R-Ore.)  and  Senator  Edward 
Kennedy  (D-Mass.),  the  ranking  mi- 
nority member,  are  opposed.  Gone 
forever  are  the  days  when  a  complai- 
sant ICC  passed  fat  Teamster  contract 
costs  on  through  to  shippers.  Then, 
the  profitability  of  the  industry 
looked  like  a  bell  curve.  Now,  says 
analyst  Legg,  "You've  got  a  barbell.  A 
bunch  of  carriers  are  doing  substan- 
tially better  than  the  industry,  there 
aren't  many  in  the  middle,  and  there's 
a  big  bunch  doing  very  poorly."  ■ 
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When  sales  finally  come  hack,  Detroit's  profits 
leverage  might  be  wondrous  to  behold.  But 
that's  scant  comfort  right  now. 


Autos 
and  trucks 


By  Jerry  Flint 


IOOK  AT  ALL  THIS   GOOD  STUFF," 
_  complains     General  Motors 
I  Chairman   Roger   Smith.  "It 
should  be  going  like  gangbusters." 

Of  course,  it  isn't — only  5  million 
cars  were  built  in  the  U.S.  last  year, 
the  lowest  production  in  a  quarter 
century.  The  automakers  tried:  re- 
bates, low-interest  loans,  free  airplane 
tickets.  Nothing  worked.  As  they 
sometimes  say  in  Detroit,  the  dogs 
weren't  eating  the  dog  food. 

Sometimes,  though,  just  surviving 
is  good  enough.  Five  companies  were 
building  cars  in  the  U.S.  when  the 
year  started,  and  five — plus  one — 
when  it  ended.  They  got  tough  in  the 
fire  of  1982.  GM  quadrupled  its  per- 
share  earnings,  Chrysler  moved  into 
the  black,  Ford  halved  its  losses,  the 


bulk  of  the  great  downsizing  of  cars 
and  production  capacity  was  finished 
and  Lee  Iacocca  told  the  United  Auto 
Workers  to  strike  and  be  damned.  You 
wonder  what  would  happen  if  Detroit 
could  just  get  back  to  1980's  produc- 
tion of  6.4  million.  The  four  U.S.  pro- 
ducers lost  $4  billion  that  year.  If  they 
had  that  production  this  year,  profits 
would  skyrocket.  "When  the  turnup 
comes — not  if  it  comes — we'll  be  in," 
says  Smith. 

Another  million  cars?  It  isn't  im- 
possible. There  are  lots  of  old  cars  out 
there,  90  million  or  so  more  than 
three  years  old,  better  than  50  million 
past  six  years.  Interest  rates  are  drop- 
ping. Auto  worker  wages  are  frozen, 
and  car  prices  have  stabilized. 

The  Detroit  products  are  beginning 
to  look  and  run  a  little  better,  too. 
"When  I  joined  Ford  we  were  known 


for  styling,  but  we  stayed  with  the 
yuck  too  long,"  says  Harold  (Red)  Pol 
ing,  who  runs  Ford's  North  Americar 
operations.  Detroit's  stylists,  put  tc 
shame  by  the  Italians  and  Japanese 
are  finally  getting  away  from  the  "bo> 
on  wheels."  New  four-cylinder  en^ 
gines  and  turbochargers  are  beginning 
to  change  the  turtle-like  acceleratior 
that  characterized  U.S.  cars  for  years 
And  Detroit  can  afford  to  get  bacl< 
to  improving  the  vehicle  now  because 
the  cascade  of  regulations  from  Wash 
ington  has  stopped.  "We  concentratec 
too  much  on  regulations.  We  didn' 
focus  on  the  key  ingredients:  perfor 
mance,  economy,  good  ride,  han 
dling,"  says  Poling.  There  also  is 
plateau  in  the  Japanese  onslaught- 
high  plateau,  to  be  sure — at  arounc 
25%  of  the  market.  Washington': 
pressure,  not  Detroit's  product,  die 


Cheap  doesn't  sell 


Back  in  the  1957-58  recession,  Studebaker  (remem- 
ber Studebaker?)  decided  to  bring  out  a  car  for  hard 
times.  "We  stripped  down  the  car,  took  off  the  trim, 
put  in  cloth  seats,  cut  the  price  and  called  it  the 
Scotsman,"  recalled  a  product  planner.  "What  a  disas- 
ter. We  must  have  sold  five."  Moral:  A  car  that  says 
"cheap"  doesn't  sell,  even  in  recessions. 

For  similar  reasons,  GM's  sleek  new  Camaros  and 
Firebirds,  $15,000  loaded,  doubled  their  sales  last  year 
despite  the  industry  collapse.  Volkswagen  has  added  16 
extra  horsepower  to  its  failing  Rabbit  and  come  up  with 
the  GTI,  a  hare-raiser  that  goes  from  0  to  60  miles  per 
hour  in  °,7  seconds,  and  then  on  up  to  104.  Chrysler 
has  a  spoi-s  coupe  called  the  G-24  due  this  fall  with  a 
turbocharged  engine — it  will  go  0  to  60  in  maybe  7.6 
seconds;  top  speed,  115.  General  Motors  is  promoting  a 
plastic-bodied  two-seater  for  fall.  Both  talk  big  volume, 
100,000  or  so.  Ford  is  putting  a  turbocharger  into  its 
Thunderbird  and  souping  up  its  Escort  economy  car. 

Convertibles  are  in,  too,  led  by  Chrysler's  LeBaron. 
Now  Ford  and  GM  are  building  them,  too.  "The  indus- 


try is  going  to  sell  a  hundred  thousand  a  year,  maybe  for 
a  couple  of  years,"  crows  Chrysler's  Lee  Iacocca. 

A  long  time  ago,  cars  were  supposed  to  be  fast,  flashy 
and  fun.  Maybe  they  will  be  again — some  of  them, 
anyway.  Will  that  help?  "Let's  fool  around  with  stuff 
we  like  to  fool  around  with.  That's  the  answer,"  says 
Iacocca.  Especially  when  it  sells. — J.F. 


One  of  the  new  breed:  Chrysler 's  G-24  sports  coupe  due  this fall 
"Let's fool  around  with  stuff  we  Wee." 
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[That — with  "voluntary"  quotas  of  1.8 
ftnillion  Japanese  imports  a  year. 
[  The  old  competitive  spirit  lives, 
Itoo.  Lee  Iacocca,  Chrysler's  chairman, 
ftvill  rip  away  at  GM  any  time:  "They 
hot  too  many  layers  of  management. 
They  claim  it's  their  great  committee 
hystem,  but  Alfred  Sloan  is  dead  for  a 
j.ong  time,  and  they're  still  doing  it." 
I  The  bean  counters  run  the  place,  he 
lhays,  and  the  people  who  know  cars 
ilget  no  respect.  Roger  Smith  thinks 
"[acocca's  Chrysler  cars  are  warmed- 
over  soup.  They  both  think  Fords  are 
j  okes.  It's  the  spirit  that  once  made 
jDetroit  great. 

Nor  is  there  despair.  "The  growth 
';urve  changed,  but  it's  not  wiped  out," 
"insists  Poling  of  Ford.  "We'll  average 
^normal  domestic  [sales]  for  the  rest  of 
lithe  decade,"  meaning  10  million  car 
sales  a  year,  including  8  million  De- 
troit-type cars.  GM's  Smith  is  even 
more  optimistic.  "I  don't  have  any 
j trouble  getting  back  to  14  million  ve- 
hicles by  '85-'86,"  he  says. 

11s  it  possible?  A  strong  last  half  this 
year,  industry  sales  of  perhaps  6.5  mil- 
lion or  7  million  U.S. -type  cars,  plus  2 
jmillion  imports?  There  are  plenty  of 
1 1983  earnings  estimates  around  based 
Ion  those  assumptions:  $8  a  share  for 
iGM,  $5  a  share  for  Ford,  $2  to  $3  a 
jshare  for  Chrysler.  But  they  all  depend 
'on  the  answer  to  the  question  that 
baffles  Roger  Smith:  Why  isn't  the 


stuff  going  like  gangbusters? 

One  reason  is  price.  A  decade  ago  a 
bottom-of-the-line  Plymouth  Duster 
cost  $2,650.  A  bottom-of-the-line 
Plymouth  Horizon  today:  about 
$6,500.  The  Duster  was  roomier, 
more  comfortable,  carried  more  load 
in  a  bigger  trunk,  ran  faster  and  prob- 
ably was  safer  than  today's  Horizon, 
whose  only  advantage  is  30  miles  to 
the  gallon  instead  of  17.  Detroit  ex- 


Today's  car  is  slower,  less 
comfortable,  with  a  smaller 
trunk  than  the  model  of  ten 
years  ago — and  it  costs  2Vz 
times  as  much. 


ecutives  don't  like  to  admit  this. 
Ford's  Poling  says  Detroit's  new  cars 
pass  all  types  of  regulations  on  safety 
and  pollution  as  proof  of  improve- 
ment. But  GM's  Smith  admits  he's 
got  $1,100  in  each  car  "that  the  cus- 
tomer doesn't  see  much  value  in." 
He's  talking  about  safety  and  antipol- 
lution features  that  have  been  man- 
dated by  Congress  but  are  unpopular 
in  the  marketplace. You  can't  fault 
Detroit  for  that  kind  of  overpricing, 
but  you  can  fault  it  for  the  general 
feeling  that  the  Japanese  are  still 
ahead  in  styling  and  electronics  and 
their  image  of  superior  car  quality; 


while  Detroit  insists  its  quality  is 
comparable,  the  U.S.  public,  rightly  or 
wrongly,  seems  to  think  otherwise. 

Those  problems,  plus  the  depth  of 
the  recession,  make  the  survival  of 
the  industry  downright  impressive.  In 
fact,  while  five  companies  were  build- 
ing cars  in  the  U.S.  on  Jan.  1,  1982, 
there  are  six  today:  GM,  Ford, 
Chrysler,  American  Motors-Renault, 
Volkswagen  and  Honda.  In  another 
year  Nissan's  truck  plant  in  Tennes- 
see will  be  running.  Toyota  may  have 
to  build  in  the  U.S.  if  it  expects  to 
continue  to  operate  in  volume  here, 
and  Mitsubishi  has  a  standing  offer  to 
pick  up  a  couple  of  plants  in  St.  Louis. 

They  will  have  to  be  tough,  for  De- 
troit is  tougher,  in  deed,  not  just  in 
word.  GM's  Roger  Smith  warned  the 
UAW  that  unless  it  gave  real  labor 
concessions,  GM  would  farm  out  the 
manufacturing  of  its  smallest  Che- 
vette-size  car.  The  union  refused,  and 
GM  is  ordering  its  new  lines  of  small 
cars  from  the  Japanese.  Roger  Smith 
isn't  anti-union.  He  simply  recog- 
nizes that  he  must  get  his  costs  down. 
No  one's  been  tougher  than 
Chrysler's  Lee  Iacocca.  He  has  cut  the 
white-collar  force  in  half,  from  40,000 
to  20,000,  dared  the  UAW  to  strike, 
and  survived. 

Survive.  That  is  all  anyone  is  doing 
in  the  auto  business.  But,  under  the 
circumstances,  that's  not  bad.  ■ 
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Every  silver  lining  will  have  its  cloud  as  long 
as  the  deregulation  pot  keeps  bubbling  away. 
So  why  do  executives  like  TWA's  CEO  say, 
"Deregulation  has  been  good for  us"? 


Airlines 


By  Howard  Banks 


Here's  an  interesting  projec- 
tion: By  next  fall,  the  world's 
international  airlines  should, 
in  theory,  collectively  go  bankrupt. 
By  then,  accumulated  losses  of 
around  $9  billion  since  1979  will  push 
the  industry's  total  debt  higher  than 
its  $22  billion  net  worth,  according  to 
Knut  Hammarskjold,  secretary  gener- 
al of  the  International  Air  Transport 
Association. 

Of  course,  LATA,  a  most  purposeful 
cartel,  doesn't  intend  to  let  that  hap- 


pen (see  box,  p.  1 74)  and  neither  will 
the  governments,  which  own  most 
international  airlines.  But  the  U.S. 
airline  market  is  not  a  cartel — ever 
since  deregulation,  in  fact,  it  has  been 
the  polar  opposite.  And  last  year  ma- 
jor, or  trunk,  U.S.  airlines  ran  up  rec- 
ord operating  losses  of  $525  million, 
pushing  their  total  losses  since  1980 
well  over  $1  billion.  So  you  have  to 
look  pretty  hard  to  see  why  there 
should  be  any  optimism  at  all. 

True,  an  economic  recovery  would 
be  a  distinct  bright  spot.  It  ought  to 
produce,  perhaps,  a  5%  to  6%  increase 


in  traffic— up  from  3%  to  4%  in  1982. 
There  is  a  great  deal  of  overcapacity, 
even  with  the  demise  of  Braniff  Inter- 
national, and  the  airlines  continue  to 
pile  it  on.  Capacity  rose  7%  in  the 
first  nine  months  of  1982,  twice  as 
fast  as  traffic.  But  even  this  small  traf- 
fic increase  would  have  a  dramatic 
effect  on  profitability.  Why?  Because 
an  airliner  is  like  a  movie  theater — 
once  filled  to  break-even  point,  the 
ticket  price  for  each  additional  seat 
sold  goes  almost  entirely  to  the  bot-| 
torn  line. 
Add  to  that  the  effect  of  decreasing 


Airlines 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-yeai 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yeai 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

averaj 

Federal  Express 

1 

36.2%  t 

24.6% 

0.6 

2 

23.3%  t 

16.0% 

9.5% 

1 

53.8% 

1 

62.9°/ 

Emery  Air  Freight 

2 

29.6 

14.3 

1.6 

1 

26.8 

6.1 

1.9 

9 

16.1 

•  7 

6.1 

Piedmont  Aviation 

3 

23.7 

21.5 

1.3 

5 

10.9 

11.3 

5.1 

5 

22.9 

5 

16.8 

US  Air 

4 

23.5 

16.9 

0.8 

4 

12.1 

9.9 

4.8 

7 

18.2 

2 

39.9 

Frontier  Holdings 

5 

22.8 

18.4 

0.5 

3 

14.7 

12.3 

5.5 

6 

20.9 

4 

20.3 

Delta  Air  Lines 

6 

13.3 

def 

0.3 

7 

7.8 

def 

def 

8 

16.1 

6 

6.5 

Tiger  International 

7 

4.6 

def 

3.2 

8 

5.0 

1.1 

def 

4 

26.3 

9 

-14.3 

Northwest  Airlines 

8 

4.0 

0.5 

0.1 

12 

3.0 

0.7 

0.2 

14 

12.4 

8 

-12.5 

Trans  World 

9 

2.8 

def 

1.8 

10 

4.0 

1.6 

def 

17 

12.0 

3 

24.4 

UAL 

10 

2.6 

def 

1.0 

15 

2.3 

def 

def 

16 

12.2 

10 

-19.2 

AMR 

11 

1.2 

def 

1.7 

11 

3.1 

0.5 

def 

12 

14.6 

11 

^15.2 

Pan  Am  World  Airways 

12 

0.2 

def 

1.6 

14 

2.4 

def 

def 

10 

14.9 

15 

D-D 

Eastern  Air  Lines 

13 

def 

def 

3.8 

13 

2.7 

def 

def 

13 

14.3 

15 

D-D 

Western  Air  Lines 

14 

def 

def 

3.3 

16 

1.2 

def 

def 

15 

12.3 

12 

P-D 

Republic  Airlines 

15 

def 

def 

7.5 

9 

4.5 

def 

def 

3 

41.0 

12 

P-D 

Texas  Air 

16 

def 

def 

7.5 

6 

7.9 

def 

def 

2 

42.2 

15 

D-D 

Braniff  Intl 

17 

def 

def 

NE 

17 

def 

def 

def 

11 

14.8 

12 

P-D 

Industry  medians 

2.8 

def 

1.6 

4.5 

0.5 

def 

16.1 

-14.3 

All  Industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 

tFour-year  average.  tFour-year  growth.  P-D:  profit  to  deficit.  D-D:  deficit  to  deficit  NE:  negative  equity 
def  deficit 
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fuel  prices — down  about 
10  cents  a  gallon  at  the 
end  of  1982  from  the 
year  before — and  the  rel- 
atively tractable  mood  of 


airline  unions  thus  far,  and  it  means 
that  with  any  kind  of  stability  in  the 
market  and  rational  restraint  by  the 
airlines,  the  trunks'  bloodletting 
could  end. 

Stability  and  restraint?  Unfortu- 
nately, they  are  far  from  foregone  con- 
clusions. All  it  takes  is  one  new  carri- 
er's invasion  of  another's  market — as 
Eastern  did  to  United  and  TWA  on  the 
transcontinental  routes,  and  New 
York  Air  did  to  Eastern  on  the  North- 
east Corridor  in  1981 — to  throw  all 
the  economics  into  a  cocked  hat. 
"The  problem  is  that  when  a  new 
carrier  comes  in  and  you  allow  them  a 
price  differential,  they  take  the  mar- 
ket away,"  explains  C.E.  Meyer, 
president  of  Trans  World.  "You  ei- 
ther have  to  meet  their  price  or  get 
out."  This,  of  course,  is  most  difficult 
for  a  high-cost  carrier  paying  high- 
price  union  labor — like  TWA — facing 
a  newcomer  with  low  costs  and  mini- 


mum staff — like  Midway  Airlines. 

Thus,  the  industry  has  not  exactly 
greeted  with  elation  California-based 
PSA's  attempts  to  rescue  part  of  Bran- 
iff.  If  PSA  succeeds  in  achieving  a 
Braniff  resurrection,  it  could  lead  to  a 
resumption  of  the  fare  war  at  Dallas- 
Ft.  Worth,  which  would  hurt  Ameri- 
can badly.  And,  as  consultant  Mike 
Derchin  of  First  Boston  points  out, 
rate-cutting  has  already  escalated  to 
the  point  where  "a  fare  war  over  one 
major  airport  hub  now  spills  over  to 
other  hubs — Atlanta,  Denver,  St. 
Louis — and  then  on  out  through  the 
airline  system." 

The  trunks  can  ill  afford  to  let 
this  escalation  continue.  In  1977, 
the  last  full  year  before  deregula- 
tion, four  of  the  nation's  ten  most 
profitable  lines  were  major  trunks. 
In  1982  there  was  not  one  on  the 
list — not  even  Delta,  which  lost  mon- 
ey in  both  the  second  and  third  quar- 
ters of  1982.  (Delta's  employees  took 
up  a  collection  to  try  to  raise  the  $30 
million  needed  for  one  of  the  new 
Boeing  767s  the  airline  had  on  order — 
out  of  gratitude  for  the  company's 


policy  of  no  layoffs  even  in  bad  times.] 
With  Delta  fallen  from  grace,  the 
stars  these  days  are  exclusively  small-" 
er  lines.  The  star  of  stars:  Texas-based 
Southwest,  which  has  had  the  indusi 
try's  highest  operating  profit  margin,, 
an  average  22%,  and  the  highest  aver^ 
age  annual  revenue  growth,  53%,  over 
the  last  five  years.  An  example  of  its) 
tight  management  is  its  fast  turn] 
arounds  at  airports.  Airline  industry 
executives  at  a  recent  gathering,  called 
to  bewail  their  problems,  watched 
with  amazement  as  a  Southwest 
Boeing  737  pulled  into  an  airport  gate, 
disgorged  its  passengers,  loaded  up  a 
new  group  and  pushed  back  out  from 
the  gate  in  just  ten  minutes.  That's 
about  half  the  time  that  most  airlines 
would  consider  a  good  performance. 

Most  of  the  reasons  smaller  carriers 
have  done  better  are  obvious:  non- 
union labor;  two-man  crews  in  the 
cockpits;  smaller  aircraft,  better  suit- 
ed to  shorter-haul  routes;  less  of  the 
complacency  ingrained  in  the  trunks 
from  decades  of  passing  cost  increases 
through  a  friendly  CAB. 

Yet  there  is  one  other  reason  that] 
has  turned  into  an  object  lesson  for  all 
airline  managements  learning  to  live 
in  a  more  competitive  world:  People 
behave  rationally  when  spending 
their  own  money.  At  the  same  time 
that  the  cost  of  driving  a  car  over  20Q 
miles  increased,  the  new  competition 
among  airlines  was  driving  down  the 
cost  of  short-haul  air  travel.  So  Ameri- 
cans switched  from  cars  to  regional 
airlines. 

All  in  all,  then,  it  may  seem  a  bit 
surprising  that  not  one  of  the  majoi) 
trunks  will  say  that  deregulation 
should  be  reversed.  Why?  Because 
they  stand  to  benefit,  too — someday. 
For  example,  United,  the  nation's 
largest  carrier,  has  created  its  own 
lower-cost,  short-haul  operation, 
Friendship  Express,  and  is  cutting 
fares  wildly  on  routes  to  Hawaii.  It  is 
well  poised  for  substantial  profits 
gains  when  there  is  an  uptick  in  traf- 
fic. But  it  could  not  have  made  those 
adjustments  without  deregulation. 

As  TWA's  Meyer  says:  "Deregula- 
tion has  been  good  for  us.  We  could 
not  have  reformed  ourselves  without 
it."  TWA  had  not  had  a  major  new 
route  award  from  the  CAB  for  the  20 
years  preceding  deregulation.  Now, 
says  Meyer,  TWA  has  been  able  to 
create  a  hub-and-spoke  system  at  St. 
Louis  and  one  linking  its  domestic 
and  international  routes  in  New 
York.  "We  are  now  an  entirely  differ- 
ent airline  from  1978,"  says  he. 

But  will  it  take  another  Braniff  de- 
bacle or  two  before  the  survivors 


Life  after  Laker 


The  U.S.  airline  market  may  be  a 
competitive  maelstrom,  but 
along  the  international  airways, 
true  competition  is  called  "mal- 
practice"— the  term  applied  to 
rate-cutting  by  the  International 
Air  Transport  Association  (LATA) 
and  the  120  international  airlines 
(including  Pan  Am  and  TWA)  that 
belong  to  it. 

Not  that  international  airlines 
never  cut  fares.  Many  have — espe- 
cially IATA's  nemesis,  Freddie 
Laker.  Even  now,  when  Sir  Freddie 
is  bankrupt  and  out  of  action,  Brit- 
ish Airways,  for  one,  continues  to 
offer  discounts.  The  difference  is 
that  while  the  deregulated  U.S.  in- 
dustry considers  this  normal, 
LATA — in  purpose  and  effect  an  in- 
ternational cartel — regards  it  as  a 
mortal  sin.  At  IATA's  annual 
meeting  in  Geneva  at  the  end  of 
October,  for  example,  the  Dutch 
airline,  KLM,  led  an  unsuccessful 
effort  backed  by  smaller  airlines 
and  those  from  the  Third  World  to 
apply  sanctions  for  fare-cutting. 
Members  also  had  to  be  reminded 
by  Knut  Hammarskjold  that  they 
were  not  legally  allowed  to  discuss 
capacity  controls. 

Laker  may  be  down,  but  he  re- 
fuses to  stay  out.  In  a  lawsuit  in 


Pan  American  747 jumbo  jet 
Back  to  the  old  days? 


U.S.  District  Court  in  Washington, 
D.C.,  he  alleges  that  six  airlines — 
BA,  TWA,  Pan  Am,  British  Cale- 
donian, Lufthansa  and  Swissair — 
LATA  members  all,  ganged  up  to 
run  Laker  Airways  out  of  business. 
Meanwhile,  the  North  Atlantic  air 
market  is  already  reverting  to  the 
pattern  it  had  before  Laker's  Sky- 
train  began  service  in  1977.  Cheap 
charter  flights  still  take  only  a 
small  share  of  the  total  market,  but 
they  were  up  25%  in  the  summer 
of  1982  over  the  year  before.  Where 
there's  a  will  there's  a  way — car- 
tels notwithstanding. — H.B. 
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imong  the  trunks  can  start  reaping 
die  benefits?  It's  hard  to  say.  In  the 
deregulated  airlines  industry,  every 
silver  lining  seems  to  have  its  cloud. 
Consider  yet  one  more:  the  growing 
'Dower  of  travel  agents. 
Ten  years  ago  they  accounted  for 


$3.6  billion  of  domestic  ticket  sales; 
last  year  it  was  $22  billion,  or  60%. 
There  was  a  time  when  smaller  air- 
lines, especially,  didn't  care  what  the 
travel  agents  thought  of  them.  No 
longer.  Now,  trunk  lines  led  by  Unit- 
ed are  already  actively  wooing  agents 


with  higher  commissions. 

What  that  amounts  to  is  a  kind  of 
rate  war  in  reverse,  and  one  that — 
like  all  the  other  traumas  of  the 
wonderful  world  of  free  competi- 
tion— will  ultimately  have  its  effect 
on  profitability.  ■ 


|  Which  contractors  will  fare  best  in  the  struggles 
[  to  pare  down  the  defense  budget?  One  answer: 
[those  on  the  side  of  the  U.S.  Naiy. 


Aerospace 
and  defense 


By  Howard  Banks 


BY  the  end  of  this  decade  the 
traditional  roles  of  the  Air 
Force  and  the  Navy  could  be 
reversed,"  says  John  Simon,  aerospace 
lanalyst  with  Amdec  Securities.  The 
Navy's  Trident  2  missiles,  he  says, 
could  be  the  principal  U.S.  nuclear 


deterrent,  while  the  Air  Force's  main 
role  would  be  to  protect  the  sea  lanes. 
Adds  another  expert,  consultant  Wil- 
liam Perry,  a  former  under  secretary 
of  defense  in  the  Carter  Administra- 
tion: "I  think  we'll  continue  to  have  a 
diversity  of  weapon  systems,  but  the 
one  we'll  lean  on  most  will  be  the 
submarine." 


Why?  Because  the  Trident  is  based 
on  proven  technology,  and — more  im- 
portant— it  requires  no  land  bases  and 
so  is  free  of  the  controversy  that  sur- 
rounds the  MX. 

To  see  which  aerospace  contractors 
could  also  come  out  best,  look  at 
which  are  the  Navy's.  You  can  see  the 
ascendancy  of  the  Navy,  for  example, 


U.S.  Navy's  Trident  nuclear  submarine  armed  with  Trident  missiles 
Watchword. for  the  Eighties:  Go  Navy. 
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in  the  history  of  Grum- 
man Aircraft,  the  Beth- 
page,  N.Y.  company  that 
has  had  only  one  string 
to  its  bow  for  years:  the 
F-14  fighter.  But  that  is  important 
enough  so  that  the  Navy  even  used  its 
influence  with  the  Justice  Depart- 
ment to  help  Grumman  stave  off  a 
takeover  bid  by  LTV  in  1981,  and  then 


ordered  more  FT 4s. 

But  it  is  to  giants  like  General  Dy- 
namics and  Lockheed  that  Navy  con- 
tracts mean  the  most.  General  Dy- 
namics, for  example,  is  the  prime  con- 
tractor for  the  Trident  submarine 
itself,  while  Lockheed  makes  the  mis- 
siles. As  now  planned,  the  $4.8- billion 
missile  is  a  downsized  version  that 
will  also  fit  the  Poseidon  submarine. 


But  the  Reagan  Administration  has 
decided  to  go  ahead  with  larger  Tri- 
dent 2.  The  cost  of  the  Trident  system 
has  been  kept  in  bounds  by  what  Rob 
ert  Thurman,  chairman  and  president 
of  Lockheed  Missiles  and  Space  Co., 
describes  as  "a  thoughtful  use  of  new 
technology,  rather  than  rushing  in 
You  might  even  say  that  the  program! 
lagged,  but  it  avoided  the  growing 


Waiting  for  Godot 


Over  the  next  ten  years,  according  to  Boeing  Aircraft 
Co.,  the  world's  airlines  will  have  to  buy  more  than 
3,500  new  planes  worth  around  $119  billion.  Yet  in  the 
first  six  months  of  1982,  after  deducting  cancellations 
and  delays  on  orders,  the  net  new  orders  for  all  the 
aircraftmakers  in  the  world  totaled  eight. 

Few  industries  have  been  as  hard  hit  by  the  recession 
as  airlines  (see  p.  172),  and  the  industry  rule  is  that 
airlines  won't  order  in  quantity  until  after  five  quarters 
of  healthy  earnings.  So  that  demand  for  new  airliners 
may  remain  pent-up  for  a  while. 

For  Boeing  itself,  which  has  built  more  than  half  of  all 
the  airliners  in  the  world  today,  1982  was  the  worst  year 
since  1974,  and  the  bust  came  on  the  heels  of  an  amazing 
boom  in  1978-80.  Now  Boeing's  total  backlog  of  orders  is 
almost  down  to  where  they  stood  just  before  that  boom 
began — and  the  company  is  carrying  the  heavy  $2.5 
billion  development  costs  of  its  new  757  and  767  jets. 

If  Boeing  is  hurting,  others  are  bleeding.  Last  August 
McDonnell  Douglas  had  just  24  orders  for  airliners 
outstanding,  the  worst  position  in  its  history.  In  des- 
peration it  began  offering  no-cost  leases  to  the  airlines. 
Now,  largely  at  its  own  expense  and  at  sizable  risk  to 
future  profitability,  McDonnell  Douglas  has  enough 
work  to  keep  its  airliner  plant  at  Long  Beach,  Calif, 
going  until  late  1984  (see  Forbes,  Dec.  20,  1982). 

This  aggressive  action  has  had  the  effect  of  forestall- 
ing all  projections  about  an  all-new,  150-seat  airliner, 


by  mopping  up  the  available  demand.  Boeing  will  hard- 
ly mind — the  simultaneous  launch  of  the  757  and  767  is 
enough;  in  fact,  Boeing  may  have  to  borrow  $1.25 
billion  to  fund  the  programs  until  sales  get  under  way. 

But  the  European  consortium,  Airbus  Industrie,  will 
mind  very  much  indeed.  The  Europeans  have  done  well 
with  sales  of  the  existing  larger  Airbus,  partly  because  it 
has  sold  mostly  outside  the  U.S.,  and  the  airlines  in  the 
rest  of  the  world  are  government-funded  and  so  less  at 
the  mercy  of  their  balance  sheets. 

But  now  Airbus  needs  a  new  program  to  keep  its 
design  and  marketing  team  together  and  has  been  rely- 
ing on  the  150-seater  airliner  to  fill  the  bill.  There  is 
considerable  political  pressure  to  make  work,  especial- 
ly from  the  French  government,  one  of  Airbus'  three 
main  partners. 

No  airline,  however,  is  willing  to  buy  an  all-new 
airframe,  however  modern,  unless  it  has  an  all-new 
engine  to  go  with  it,  to  get  the  best  fuel  efficiency 
possible.  And  until  it  is  much  clearer  that  the  airlines 
are  going  to  order  in  a  big  way,  enginemakers  like  Pratt 
&  Whitney  and  General  Electric  are  not  prepared  to 
commit  themselves.  And  the  more  airlines  that  as  a 
result  turn  to  an  interim  solution  and  order  McDonnell 
Douglas'  DC-9-80  (at  best,  ten-year-old  technology)  or 
Boeing's  737,  the  longer  it  will  be  before  the  engine- 
makers  will  decide  to  invest  up  to  $1  billion  developing 
a  new  engine.  Sooner  or  later  .  .  .  but  when? — H.B. 


Aerospace  and  defense 
Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 
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per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yea 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

Todd  Shipyards 

1 

37.3% 

27.4% 

0.3 

4 

18.3% 

17.5% 

4.3% 

4 

21.9% 

D-P 

Computer  Sciences 

2 

28.7 

16.8 

0.5 

6 

16.5 

12.8 

3.1 

5 

20.6 

5 

22.3' 

Fairchild  Industries 

3 

26.8 

8.0 

0.3 

3 

19.2 

5.2 

2.7 

1 

27.8 

2 

50.4 

Boeing 

4 

24.9 

1 1.2 

0.1 

2 

21.2 

8.3 

3.3 

6 

17.4 

3 

35.2 

Raytheon 

5 

24.4 

21.3 

0.0 

1 

23.0 

20.7 

5.8 

9 

16.1 

7 

22.1 

Lear  Siegler 

6 

24.2 

17.0 

0.4 

11 

15.0 

12.9 

4.7 

13 

14.4 

6 

22.2 

Sundstrand 

7 

22.1 

17.1 

0.3 

10 

15.0 

13.0 

7.9 

17 

11.9 

8 

19.5 

Wyman-Gordon 

8 

21.8 

24.6 

0.1 

5 

17.9 

21.3 

12.2 

10 

15.8 

9 

18.6 

Rohr  Industries 

9 

20.8 

18.9 

0.9 

24 

9.6 

12.1 

3.3 

27 

3.5 

D-P 

Lockheed 

10 

19.7 

128.6 

5.4 

25 

8.7 

31.3 

3.3 

21 

8.1 

25 

P-D 


Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
P-D:  profit  to  deficit.      D-P:  deficit  to  profit;  not  ranked. 
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!  pains  of  many  new  programs." 

In  addition  to  the  Trident  contracts, 
both  companies  have  a  good  spread  of 
other  military  work.  General  dynam- 
ics, which  gets  76%  of  its  profits  from 
the  military,  makes  the  Air  Force  FT  6 
fighter,  the  standard  by  which  all  oth- 
I  :er  fighters  in  the  world  are  now 
[|  judged.  The  F-16  will  probably  be  in 
;  production  until  the  end  of  the  cen- 
i  tury.  For  the  Army,  GD  is  prime  con- 
tractor on  the  M-l  tank,  a  proposed 
$19.5  billion  program.  The  company 
makes  a  land-based  Cruise  missile  for 
the  Air  Force  and  shares  the  Toma- 
i  hawk  Navy  Cruise  missile  program 
hwith  McDonnell  Douglas. 

And  Lockheed,  which  is  dropping 
i  its  civil  airline  business  to  concen- 
:  trate  on  military  work  (it  started  mak- 
;ing  airliners  again  only  in  the  1960s  as 
a  hedge  against  the  cycles  in  defense 
I  spending),  appears  to  have  lobbied 
I  successfully  in  Washington  for  the  C- 
15  Galaxy  transport,  even  though  Mc- 
iiDonnell  Douglas  won  the  initial  de- 
I  sign  contest. 

Who's  at  risk  in  the  ascendancy  of 
!  the  Navy?  It  now  appears  to  be  Martin 
ii Marietta  and  Rockwell.  Martin  Mar- 
i  ietta  is  the  prime  contractor  for  both 
:the  MX  and  Pershing  II  missiles.  If 
[|  either  goes  through,  MM's  fortune  in 


the  1980s  will  be  made,  but  in  both 
cases  that's  a  big  if:  The  MX  develop- 
ment is  proceeding,  but  its  longterm 
future  is  clouded  and  controversial. 
Early  tests  of  the  Pershing  II  also  turned 
up  problems  that  may  be  expensive  to 
fix.  Almost  alone  among  defense  con- 
tractors, Marietta's  aerospace  business 
contributes  a  smaller  proportion  to 


"The  Trident  program 
shows  a  thoughtful  use  of 
new  technology,"  says 
Lockheed's  Thurman,  keep- 
ing costs  in  check.  Rather 
than  rushing  in,  "You  might 
say  that  the  program  has 
lagged,  but  it  avoided  the 
growing  pains  of  many  new 
programs." 


its  total  profits  than  to  total  sales. 

And  Rockwell?  It  is  scheduled  to 
build  the  revived  B-1B  bomber,  a 
slower  version  of  the  Bl  that  Jimmy 
Carter  canceled  in  1977.  In  a  future 
where  the  Trident  is  the  main  U.S. 
deterrent,  the  B-1B  could  be  assigned 
to  protect  the  sea  lanes,  carrying  22 
Cruise  missiles  as  standoff  weapons 
against  marauding  ships  or  subma- 


rines. (The  Russians  plan  to  use  their 
Backfire  bomber  in  the  same  way,  says 
Perry.)  But  at  best,  the  B-1B  is  seen  as 
an  interim  step  between  the  aging 
Boeing  B-52  and  the  radar-transparent 
Stealth  bomber  of  the  1990s.  Thus  its 
useful  life  depends  on  the  pace  of 
Stealth  technology. 

What  about  smaller  military  suppli- 
ers— companies  like  Raytheon  (mis- 
siles and  electronics),  Sundstrand  (jet 
engine  parts)  and  Wyman-Gordon  Co. 
(heavy  structural  forgings)?  Overall, 
the  Reagan  military  buildup  means 
good  business  for  them,  no  matter  who 
is  ahead  in  the  interservice  rivalry, 
especially  since  they  deal  with  the  big 
contractors  at  a  step  removed  from  the 
military  itself.  The  semiconductor  in- 
dustry also  stands  to  gain.  Microelec- 
tronic chips  are  now  being  added  to 
almost  everything  but  the  infantry- 
man's carbine.  And  companies  like 
Texas  Instruments,  Intel  and  IBM  are 
beneficiaries  of  the  Defense  Depart- 
ment's research  program  to  put  a  high- 
speed microcomputer  onto  a  single 
chip.  Known  as  the  Very  High  Speed 
Integrated  Circuit  program  (VHSIC),  it 
will  account  for  at  least  $600  million 
in  development  work  and  pay  off  im- 
portant benefits  in  the  chipmakers' 
commercial  business.  ■ 


i  irospace  and  defense 
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24 
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15.9 


12.7 
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3.4 


13.3 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
D-D:  deficit  to  deficit.      def:  deficit. 
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Are  railroad*  immune  from  the  tortuous 
adjustments  to  deregulation  that  airlines  and 
trucking  are  going  through?  No,  says  former 
Norfolk  &  Western  Chairman  John  Fishwick. 


Railroads 


By  Jeff  Blyskal 


Every  industry  deregulated  so 
far  has  gone  through  a  traumat- 
ic and  sometimes  chaotic  ad- 
justment. Now  that  railroads  are  free 
to  set  their  own  rates,  drop  unprofit- 
able routes  and  work  out  big  mergers, 
will  they  escape  some  of  the  jolts  air- 
lines and  trucking  have  taken? 

Wall  Street  must  think  so.  Rails  are 
riding  high.  While  the  Dow  industri- 
als were  up  22%  in  the  post-August 
bull  market,  rail  issues  rose  41% — 
even  though  1982  earnings  were  off 
considerably.  One  reason  was  the  re- 
cession, of  course.  But  another  reason 
was  disguised  by  the  recession:  in- 
tense price-cutting  among  the  rail- 
roads and  between  them  and  their 
longtime  competitors,  long-haul 
truckers.  "Rails  have  been  cutting 


into  their  bone  and  marrow  on 
prices,"  says  Phil  Yeager,  president  of 
Hub  City,  Inc.,  the  nation's  largest 
shipping  agent. 

What's  down  the  tracks  for  the  de- 
regulated rails?  To  find  out,  Forbes 
sat  down  with  John  Fishwick,  former 
chairman  of  the  Norfolk  &  Western 
and  a  respected  railroad  man  for  more 
than  three  and  a  half  decades.  Fish- 
wick retired  in  1981  after  working  out 
the  basic  details  of  the  N&W-South- 
ern  Railway  merger  that  formed  the 
21,000-mile,  $3.6  billion  (revenues) 
Norfolk  Southern  last  June. 

Today,  at  66,  he  is  a  partner  with 
the  Washington  law  firm  of  Windels, 
Marx,  Davies  and  Ives — "I  wanted  to 
prove  I  could  do  something  other  than 
run  a  railroad,"  he  says.  Forbes  met 
with  him  recently  at  his  Pennsylvania 
Avenue  office  just  across  from  the 


Executive  Office  Building. 

There  is  a  lot  of  talk  these  days  about  a 
renaissance  of  the  rails.  Is  there  a  smooth 
track  ahead  for  the  railroads  now  that 
Washington  is  off  their  hack? 
Fishwick.  There's  no  reason  to  think 
the  railroads  won't  suffer  the  same 
pain  of  deregulation  that  the  airline 
and  trucking  industries  are  suffering 
now.  And  over  the  next  couple  of 
years,  you'll  see  a  swing  in  the  for- 
tunes of  those  railroads  adversely  af- 
fected. Frankly,  it  amazes  me  that 
Wall  Street  hasn't  been  more  con- 
cerned. Every  other  industry  that  has 
gone  through  deregulation  has  had  an 
adjustment  period  harmful  to  some  of 
its  members.  Why  not  the  railroads? 

What  adjustment  problems  do  you  see? 
The  current  rate  wars,  for  example? 
Fishwick:  It's  unfortunate  deregulation 


Railroads 
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1 
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1.1 

6 
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6 
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5 
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2 

22.3 

16.5% 

0.8 

1 
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5 
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4 

13.7 
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3 
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2 
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8 
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2 
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4 

14.3 

12.0 

0.4 

3 
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1 
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3 

16.8 
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5 

11.0 
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0.3 
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5.9 

6,6 

4 

13.9 
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6 
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8 
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2 
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8 
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7 
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0.5 

7 
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3 
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1 
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8 
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5 
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9 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50. 

tFour-year  average    ttThree-year  average    tFour-year  growth  def:  deficit 
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Wetired  N&W  Chairman  John  Fishwick 

Despite  Wall  Street  optimism,  challenging  times for  big  railroads. 


had  to  come  during  hard  times.  You 
get  more  cutthroat  competition  then. 
tYes,  as  with  the  current  rate  wars, 
i  That  never  happened  before.  The  rail- 
Iroads — especially   Conrail — have  to 
Irealize  they  are  a  system  whose  parts 
"ishould  work  together.  For  example,  a 
!  shipper  shipping  between  St.  Louis 
and  New  York  City  can  use  the  Nor- 
folk Southern  to  Buffalo,  then  switch 
to  Conrail,  or  ship  Conrail  all  the  way 
lifrom  St.  Louis  through  Buffalo  to  New 
(York.  Since  only  Conrail  goes  from 
Buffalo  to  New  York,  it  can  charge 
whatever  the  traffic  will  bear.  That  in 
turn  gives  Conrail  the  leverage  to  be 
Imore  competitive  on  the  St.  Louis- 
' Buffalo  part  of  the  run,  undercutting 
khe  NS.  Conrail  has  said,  "We're  not 
going  to  get  together  with  anybody  on 
[rates."  Luckily,  the  bigger  railroads 
lean  play  tit  for  tat.  But  a  smaller  rail- 
road may  not  have  a  tat. 

What  can  small  railroads  do? 

IFishu'ick:  If  I  were  the  chairman  of  a 
smaller  railroad,  I  would  try  to  get  it 
into  the  best  shape  possible  and  then 
be  open  to  merger  talks.  If  you  don't 

:  get  in  early,  you  might  not  be  able  to 
maintain  the  economies,  and  in  ten 


years  you  probably  wouldn't  be  worth 
very  much. 

Last  time  we  spoke,  you  mentioned  a 
coming  second  wave  of  mergers.  Could 
you  explain? 

Fishwick:  Before  long  you'll  see  efforts 
to  establish  a  transcontinental  rail- 
road system.  The  benefits  of  having 
four,  five  or  six  very  large  systems 
will  be  enormous.  In  a  single  trans- 
continental system  you  wouldn't 
need  the  interchanges  that  you  now 
do  across  the  country.  That  would  cut 
costs,  speed  up  trains,  and  allow  for 
longer  trains;  and  you  wouldn't  have 
to  maintain  as  many  repair  points. 

Do  you  wish  you  could  be  starting 
your  career  again  today?  Is  this  the  best  of 
times  to  be  running  a  railroad'' 
Fishwick:  This  is  probably  the  most 
exciting  time  to  be  running  a  railroad. 
The  Eighties  will  be  an  interesting 
decade.  If  the  railroads  are  managed 
properly  and  efficiently,  and  if  they 
develop  good  cost  controls,  their  fu- 
ture will  be  very  bright.  It  could  be  a 
new  era.  But  success  will  certainly 
not  be  automatic.  In  the  short  term 
there  will  be  some  serious  mistakes. 


"The  Eighties  will  be  inter- 
esting. If  the  railroads  are 
managed  properly  and  effi- 
ciently, and  if  they  develop 
good  cost  controls,  their  fu- 
ture will  be  very  bright.  It 
could  be  a  new  era.  But  suc- 
cess won't  be  automatic. 
Short  term,  there  will  be 
some  serious  mistakes." 
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OUR 
FUTURE 
IS 

LOOKING 
BRIGHT 

Because  we  provide  a 
dependable  supply  of 
natural  gas  to  an  ever- 
expanding  population. 

And  because  we  pursue 
a  diversity  of  business 
interests  in  natural  gas  dis- 
tribution, energy  develop- 
ment, manufacturing  and 
finance.  Included  in  the 
Entex  family  are:  Allied 
Manufacturing  Corpora- 
tion, Big  Chief  Drilling 
Company,  -Comet  Drilling 
Company,  Datotek,  Inc., 
Entex  Coal  Company, 
Entex  Petroleum,  Inc., 
and  University  Savings 
Association. 

Entex,  Inc.,  P.O.  Box 
2628,  Houston,  Texas 
■  77001. 

ETX 

(Trading  symbol  on  NYSE.) 


Wliat  kinds  of  mistakes? 
Fishwick:  One  scenario  is 
already  being  played  out. 
The  railroads  made  a  big 
error  by  buying  too 
many  boxcars.  Everyone  said  the  box- 
car was  obsolete,  but  the  railroads 
didn't  believe  it.  Now  that's  pretty 
much  accepted,  and  there  is  an  enor- 
mous investment  in  boxcars  sitting 
all  over  the  country,  many  of  which 
will  never  be  used. 

Is  intermodal,  or  piggyback,  service  the 
answer  to  the  inefficiencies  of  the  boxcar? 
Fishwick:  The  industry  is  very  efficient 
in  moving  bulk  commodities  between 
distant  points.  And  that's  what  piggy- 
back has  done — changed  boxcar 
freight  from  a  nonbulk  into  a  bulk 
commodity.  But  it's  still  not  efficient 
with  the  equipment  the  railroads 
have.  They've  had  to  provide  the  ser- 
vice to  keep  from  losing  business  to 
truckers,  but  it's  a  relatively  high-cost 
operation  to  put  a  train  in  dedicated 
service,  and  I  doubt  most  piggyback  is 
currently  profitable.  They  have  to  de- 
velop new  technology  to  make  it 
more  profitable. 

More  railroads  are  diversifying  into 


related,  nontratisportation  areas — some- 
thing you  support.  Does  that  mean  you 
beliei  va  railroad  can 't  make  it  on  its  own? 
Fishwick:  No.  The  advantage  of  a  comn 
pany  that  is  in  coal,  oil,  telecommuni- 
cations and  whatever,  and  also  in  rail 
roads,  is  that  the  railroad  will  be  in 
competition  for  capital  that  goes 
where  it  can  get  the  highest  return 
That  will  keep  the  railroad  people  on 
their  toes  to  come  up  with  the  maxi 
mum  investment  performance. 

You  seem  to  be  saying  that  deregula 
Hon  and  the  concurrent  adjustments 
railroads  are  making,  and  will  have  to 
make,  are  good,  but  tlxit  there  are  no 
guarantees.  Would  you  say  the  key  in  all 
this  will  be  smart  management? 
Fishwick:  If  railroads  make  invest 
ments  that  are  based  on  their  advan- 
tages and  don't  consider  themselves 
to  be  a  monopoly,  I  think  that  they 
can  be  very  profitable.  There  is  more 
opportunity  for  success,  but  also  more 
risk.  The  next  few  years  are  going  to 
be  unusually  challenging  for  the  man- 
agement of  these  [big]  railroads  be- 
cause they're  going  to  have  to  be  the 
first  to  go  into  this  new  economic 
environment.  It's  like  leaving  a  warm 
house  and  going  out  into  the  cold.  ■ 


Loading  a  Burlington  Northern  boxcar 
Boxcars  are  obsolete;  piggyback,  expensive. 
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Will  consumers  buy  the  economy  out  of  a 
recession?  Ultimately,  maybe,  but  dont  look for 
h  wild  spending  spree  just  yet.  Declining 
employment  and  soaring  medical  costs  are  still 
squeezing  the  middle  class. 


Household 
goods 


By  Peter  Kadzis 


ast  year's  long-awaited  pickup 
J  _  in  consumer  spending  proved 
U  to  be  as  elusive  as  the  economic 
Irecovery  it  was  supposed  to  herald. 
IWill  this  year  be  any  different?  To 
:find  out,  Forbes  asked  economist  Jay 
iLevine,  who  spent  21  years  at  Sears, 
Roebuck,  ending  his  career  there  as 
chief  corporate  economist.  He  is  now 
private  consultant  to  household 
goods  suppliers  and  retailers.  Between 
1975  and  1976  he  served  as  an  occa- 
sional adviser  to  Treasury  Secretary 
William  Simon. 

Economists  tell  us  that  consumers  are 
gaining  more  real  buying  power  as  costs 
for  unavoidable  expenses  such  as  food 
and  energy  ease.  If  this  is  the  case,  why  are 
consumers  taking  so  long  to  lead  us  out 


of  the  recession?  Could  it  be  that  there  is  a 
limit  to  how  much  consumers  can  actu- 
ally consume? 

Lei'ine.  There  are  a  number  of  factors 
squeezing  consumer  spending,  but 
that's  not  one  of  them.  The  real  cul- 
prits are  declining  employment,  high- 
er savings  rates  and  growing  medical 
care  expenditures.  Together  these 
have  more  than  offset  lower  food, 
housing  and  energy  costs.  Spending 
for  medical  care  is  particularly  trou- 
blesome. Last  year  it  increased  13.2%, 
or  about  $24  billion,  mostly  as  a  result 
of  higher  prices  for  hospitals  and  doc- 
tors. By  the  way,  I'm  talking  about 
out-of-pocket  expenses  that  are  not 
covered  by  insurance. 

How  much  of  an  actual  threat  do  you 
think  this  increase  in  uninsured  medical 


costs  pose  to  the  economy? 
Levine:  It's  much  more  serious  than 
most  people  think.  Over  $200  billion 
per  year  is  now  being  allocated  to 
medical  care  services.  That's  9.1%  of 
total  income,  vs.  just  6.3%  a  decade 
ago.  This  2.8%  increase  means  that 
some  $60  billion  more  of  today's  in- 
come has  been  diverted  from  the  pur- 
chase of  general  household  merchan- 
dise and  other  discretionary  items, 
such  as  travel  and  education.  Think  of 
it:  a  $60  billion  drain  on  consumer 
spending.  No  wonder  the  economy  is 
so  sluggish.  Sixty  billion  dollars 
would  buy  a  lot  of  washing  machines 
and  sofas. 

Is  uncertainty  about  the  future  of  So- 
cial Security  putting  a  crimp  in  consumer 
spending? 
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Levine:  Of  course.  Until 
Congress  does  resolve 
the  issue  of  the  retire- 
ment program's  solven- 
cy, many  older  workers 
will  continue  to  spend  frugally. 

How  long  will  it  take  for  the  decline  in 
housing  costs  to  be  reflected  in  increased 
sales  of  household  goods? 
Levine:  Unfortunately,  the  drop  in 
mortgage  rates  really  hasn't  benefited 
most  homeowners  yet.  Those  bur- 
dened with  previously  contracted 
high  rates  are  obviously  still  pinched. 
A  sustained  decline  of  mortgage  rates 
will  eventually  help  these  households 
when  they  adjust  or  renegotiate  vari- 
able or  fixed  rates.  In  the  meantime, 
lower  current  mortgage  rates  are 
sparking  some  increased  home  sales. 
This  should  generate  more  construc- 
tion jobs  next  spring,  as  well  as  in- 
creased demand  for  home  furnishings 
and  appliances.  Any  increase  in  home 
turnovers  will  also  increase  realized 
capital  gains  on  the  sales  of  homes. 
These  capital  gains,  of  course,  are  a 
result  of  inflation. 

What  makes  you  so  sure  the  economy 
will  pick  up  later  this  year?  After  all, 
didn 't  employment  rates  drop  in  Septem- 
ber and  October,  suggesting  that  the 


economy  is  actually  getting  worse? 
Levine:  Perversely  enough,  a  decline  in 
employment  historically  signals  the 
final  stages  of  a  recession.  This  kind 
of  dip  in  employment  actually  pre- 
cedes an  upturn.  And  for  a  simple 
reason:  Businesses  that  hadn't  done  so 
earlier  are  now  lowering  break-even 
points  with  a  vengeance  by  continu- 
ing to  lay  off  greater  numbers  of  em- 
ployees. They  are  also  closing  less  ef- 
ficient plants  and  are  postponing  new 
capital  projects. 

If  you  accept  the  premise  that  the  econ- 
omy has  been  in  more  or  less  of  a  reces- 
sion since  1978,  then  weren't  these  mea- 
sures postponed  for  too  long? 
Levine:  I  don't  know  if  you  have  to 
accept  that  premise,  but  the  belt- 
tightening  was  put  off  for  too  long.  It 
only  seriously  got  underway  when 
consumer  spending  failed  to  pick  up 
after  the  July  tax  cut.  You  could  call  it 
the  disappointing  nonrecovery.  Any- 
way, this  shakedown  has  good  and 
bad  aspects.  It  is  good  in  the  sense 
that  the  elimination  of  excess  labor 
overhead  will  ultimately  give  an  extra 
boost  to  productivity  and  profitability 
when  economic  activity  returns.  But 
it's  bad  because  still-declining  em- 
ployment and  still-declining  wage 
and  salary  income  mean  that  a  solid 


upturn  in  consumer  spending  is  stilll 
at  least  a  few  months  off,  and  somel 
real  hard-pressed  businesses  may  noi 
be  able  to  last  that  long. 

//  sounds  like  you're  trying  to  hedge 
your  analysis. 

Levine:  No.  There  are  benefits  anc 
there  are  costs,  and  you  must  recog- 
nize the  importance  of  each  of  them 
It  is  important  to  know  that  wage  and 
salary  income  now  constitutes  aboul 
60%  of  total  personal  income  and  is 
much  more  vital  to  purchases  of  con- 
sumer goods,  except  food,  than  an> 
other  source — certainly  more  impor 
tant  than  interest  or  dividends,  which 
are  merely  saved,  or  transfer  pay 
ments,  which  are  spent  on  services — 
medical,  housing  and  food.  It's  wages 
and  salaries  that  buy  household 
goods.  So  when  you  consider  that 
wages  are  not  rising  and  when  you 
realize  that  industrial  layoffs  make 
people  nervous,  you  begin  to  under- 
stand why  consumer  spending  just 
hasn't  lifted  off  yet.  When  spending 
does  pick  up,  business  won't  rehire  all 
those  who  were  laid  off,  so  income 
won't  rise  as  sharply  as  in  previous 
recoveries.  That's  why  we  Will  see 
only  a  modest  recovery.  But  at  this 
stage  in  the  game,  even  that  would  be 
a  welcome  relief.  ■ 
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Why  are  Americans  eating  less  beef?  Lifestyle 
has  something  to  do  with  it;  economics,  more. 


Food  processors 


By  William  Harris 


EGETARIANISM  IS  NOT  exactly 

ravaging  the  U.S.,  but  some- 
thing is  going  on:  Americans  are 
I  eating  less  and  less  meat — especially 
'jibeef.  Beef  is  a  $40  billion  industry  at 
1  retail,  but  per  capita  beef  consump- 
|tion  has  dropped  from  99.4  pounds  in 
|1976  to  77.2  last  year  and  is  expected 
'i  to  shrink  even  further  in  1983. 
I  Why?  Lifestyle  plays  a  part — beef  is 
Ifull  of  fat  and  cholesterol,  which  turns 
off  health-conscious  consumers.  But 
■^mostly  it's  plain  economics.  Beef  is 
expensive.  These  days  chickens,  for 
if  example,  can  be  slaughtered  and  pro- 
cessed almost  entirely  by  machine, 
|  but  beef  is  still  highly  labor-intensive, 
|and  increased  efficiencies  are  hard  to 
j;come  by.  In  the  1960s,  a  pound  of 


/ 


/ 


chicken  cost  75%  as  much  as  pork 
and  50%  as  much  as  beef.  Today,  a 
pound  of  chicken  costs  50%  as  much 
as  pork  and  only  33%  as  much  as  beef. 
In  fact,  over  the  past  decade  beef 
prices  have  risen  faster  than  the  Con- 
sumer Price  Index,  despite  reduced 
feed  costs. 

Result:  Only  the  most  efficient 
make  any  money  in  this  business, 
where  net  margins  are  about  1%  after- 
tax. Take  Iowa  Beef,  the  largest  packer 
and  now  a  subsidiary  of  Occidental 
Petroleum,  which  has  largely  trans- 
formed the  industry.  It  relocated  all 
its  plants  close  to  the  source  of  raw 
material,  introduced  assembly-line 
concepts  to  the  packing  business, 
chopping  a  steer  into  ready-to-buy 
cuts  that  are  then  packed  in  boxes  and 
shipped. 


Most  other  packing  plants  have  fol- 
lowed behind  Iowa  Beef's  cost-cutting 
example.  Still,  consumption  is  drop- 
ping. What's  the  answer?  New  mar- 
keting, for  one  thing.  "Until  recently, 
we  had  never  felt  the  need  to  actually 
change  our  product,"  says  John  Cope- 
land,  president  of  $2.5  billion  (sales) 
Swift  independent.  Now  the  industry 
is  giving  a  lot  of  thought  to  it.  One 
possibility:  leaner  beef,  following  the 
example  of  the  pork  growers.  In  the 
last  25  years,  hogs  became  50%  leaner 
as  producers  responded  to  changing 
consumer  tastes.  If  beef  people  didn't 
stuff  cattle  on  the  feedlot  so  long, 
their  production  costs — now  about 
$65  per  head — would  drop  and  the 
meat  would  also  be  less  fatty.  "The 
idea  of  'light  beef  may  sound  sort  of 
funny,"  says  Manly  Molpus,  presi- 
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dent  of  the  American 
Meat  Institute,  the  in- 
dustry trade  association, 
"but  it's  the  kind  of  mar- 
keting tool  we're  going 
to  have  to  apply." 

The  industry  also  would  like  to  have 
the  USDA  beef  ratings  system  re- 
vamped. There  are  now  four  classifica- 
tions, all  based  on  fat  content  and 
created  56  years  ago:  prime,  choice 
(90%  of  all  beef  graded),  good  and  stan- 
dard. Those  ratings  should  be  amend- 
ed, says  Molpus,  precisely  because 
they  are  based  on  fat,  to  which  Ameri- 
cans show  an  aversion  these  days. 

What  about  exports?  "The  potential 
is  enormous,"  says  Kenneth  Monfort, 
president  of  $996  million  (sales)  Mon- 
fort of  Colorado.  "We  have  to  find 
places  affluent  enough  to  eat  meat, 
but  don't  have  their  own  production." 

Sounds  simple  enough.  In  Europe 
and  Japan  beef  is  somewhat  a  luxury 
item,  but  demand  is  growing.  Unfor- 
tunately, these  places  have  stringent 
trade  restrictions  created  to  protect 
their  own  industries. 

If  Europeans  won't  eat  our  beef, 
however,  they  remain  the  largest  buy- 
ers of  U.S.  cattle  by-products — the  of- 
fal items  most  Americans  won't 
touch,  like  liver,  sweetbreads,  brains, 
kidneys,  tongues,  even  testicles.  Not 
much  to  an  industry  looking  for  new 
markets,  but  it  helps.  ■ 
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Manufacturers  are  searching  for  ways  to 
xpand  a  slow-growth  market;  consumers  are 
\earchingfor  "affordable  luxuries  "  The 
Result?  Gourmet  cheeses  and  even  gourmet 
vgurt  at  the  local  market. 


Branded  foods 


By  Paul  B.  Brown 


E  DECLARE  PLEASURE  to  be 

the  beginning  and  end  of  the 
blessed  life,"  said  the  Greek 
Ihilosopher  Epicurus  (342-270  B.C.). 
ie  was  not  talking  solely  about  food, 
et  to  a  growing  number  of  branded 
Dods    manufacturers    these  days, 
chieving  the  blessed  life  means  sell- 
ig  to  the  epicures. 
Gourmet  foods — uncommon,  high- 
ost,  high-quality  items — now  ac- 
ount  for  about  1%  of  the  $200  billion 
ji  Americans  spend  in  supermarkets  an- 
mally.  A  $2.5  billion  market  is  not 
inuch — but  it's  the  potential  of  these 
iipscale  foods  that  interests  some 
Companies.  While  overall  unit  growth 
i  n  food  is  about  1%  and  will  probably 
remain  that  way,  gourmet  food  sales 
U  hould  grow  some  3%  a  year  through 
he  1980s,  according  to  Frost  &.  Sulli- 


Kellogg's  Whitney's  yogurt 
"American  and  classy.' 


van  Inc.,  the  market  researchers. 
"The  gourmet  ethic  is  on  the  rise," 
says  F&S.  Moreover,  the  distribution 
system — always  the  bane  of  a  special- 


ty product — is  not  as  big  a  problem  as 
might  be  expected  because,  surpris- 
ingly, most  gourmet  food  is  handled 
by  supermarkets,  which  outsell  spe- 
cialty food  shops  3-to-l. 

When  R.J.  Reynolds  bought  Heub- 
lein  last  year,  it  also  acquired  Heub- 
lein's  Grey  Poupon  Dijon  mustard. 
Campbell  Soup  now  owns  Godiva 
Chocolate  and  Pepperidge  Farms, 
where  sales  are  up  39%  since  1980. 
Why?  Says  Thomas  Fey,  who  oversees 
the  two  product  lines  for  Campbell, 
"As  discretionary  income  is  squeezed, 
people  decide  to  buy  less,  but  they 
make  sure  what  they  buy  is  very  good. 
There  also  is  a  group  of  people  who 
like  good,  wholesome-tasting  food 
and  are  willing  to  pay  what  it  costs  to 
make  it." 

Many  big  companies,  though,  have 
been  staying  away  from  quality  foods. 
General  Foods'  line  of  "international 


uided  foods 
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3 
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0.6 
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10.1 

2.7 

25 
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5 

17.9 
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4 

19.4 

18.5 

0.2 

3 

15.6 

14.1 

5.5 

18 

8.9 

10 

12.7 

eral  Mills 

5 

18.7 

18.3 

0.3 

4 

14.5 

14.5 

4.1 

10 

13.3 

7 

13.9 

isco  Brands 

6 

18.6 

19.4 

0.4 

9 

13.2 

13.8 

5.0 

19 

8.6 

9 

13.0 

dee-Burns 

7 

18.4 

18.8 

2.8 

19 

9.2 

9.7 

1.5 

1 

21.7 

11 

11.5 

Heinz 

8 

18.1 

19.5 

0.2 

5 

14.0 

15.7 

5.2 

11 

13.0 

3 

18.6 

bury 

9 

17.3 

16.1 

0.7 

15 

11.5 

11.0 

4.0 

4 

18.3 
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14.3 

eral  Foods 

10 

17.2 

17.3 

0.4 

6 

14.0 

12.6 

3.4 

14 

10.6 

12 

11.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
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coffees"  arguably  could 
fit  right  in,  but  GF  goes 
out  of  its  way  to  stress 
its  noninvolvement. 
iTBI     "We  advertise  these  cof- 
fees on  prime  time,"  says  a  spokes- 
man. "How  can  it  be  gourmet?" 

This  leaves  the  field  largely  to  com- 
panies with  less  than  $1  billion  in 
sales  and  looking  to  grow,  and  those 
whose  product  lines  are  already  a  col- 
lection of  specialties,  like  Campbell, 
Kellogg  and  General  Mills  (see  box), 
and  are  also  trying  to  diversify. 

Universal  Foods  of  Milwaukee  is 
one  of  the  best  positioned.  The  com- 
pany's sales — 25%  in  such  products 
as  gourmet  pretzels,  specialty  choco- 
lates and  high-quality  olive  oil — have 
increased  36%  in  the  last  two  years  to 
$434  million.  "There's  a  new  willing- 
ness to  experiment  with  ethnic 
foods,"  says  Guy  Osborn,  Universal's 
executive  vice  president.  "The  major 
reason  seems  to  be  the  economy.  The 
supermarket  operator  is  looking  to 
gain  a  greater  chunk  of  the  consumer 
dollar,  so  he  has  expanded  his  gour- 
met section  since  it  has  higher  mar- 
gins. Also,  a  lot  of  people  are  not  going 
out  to  eat  as  much,  so  they  treat 
themselves  to  better  foods  at  home." 

Once  epicurean  marketing  is  mas- 
tered, there  are  still  twists  to  put  on 
an  old  product.  For  example,  one  of 
the  fastest-growing  food  lines  now  is 


If  she  loved  the  doll, 
will  she  love  the  cereal? 


If  you  want  a  snapshot  of  the 
branded-food  business,  take  a 
look  at  the  $3  billion  cold-cereal 
market.  There  are  56  major  brands, 
and  a  market  share  of  0.75%  is 
enough  to  get  Kellogg,  General 
Mills,  General  Foods,  Quaker 
Oats,  Ralston  Purina  or  Nabisco — 
the  six  major  companies — to  pop 
open  the  champagne. 

About  nine  out  of  ten  new  cere- 
als don't  last  beyond  the  first  few 
years,  but  General  Mills,  which 
trails  only  Kellogg  in  the  field, 
thinks  it  has  come  up  with  a  cereal 
that  will  beat  those  odds:  Straw- 
berry Shortcake.  No,  it  will  not 
taste  like  the  gooey  dessert.  It's  a 
strawberry-flavored  com  puff 
named  after  American  Greetings' 
spectacularly  successful  character 
doll  that  did  an  estimated  $1  bil- 
lion in  retail  sales  last  year. 

In  case  there  are  no  girls  aged 
two  to  ten  in  your  life — Strawberry 
Shortcake's  prime  market — the 
doll  is  about  5  Vz  inches  high, 
strawberry-scented  and  somewhat 
reminiscent  of  Raggedy  Ann.  But 
why  a  cereal? 


"Within  the  company  we  were 
familiar  with  the  character — it  has 
taken  the  world  by  storm,"  says 
Martha  Robertson,  who  is  General 
Mills'  product  manager  for  chil- 
dren's cereals.  "So  we  thought, 
why  not  a  cereal?"  The  product, 
which  has  just  gone  national,  may 
in  fact  have  a  couple  of  things  go- 
ing for  it.  First,  there  is  now  only 
one  other  strawberry  cereal  on  the 
market — FrankenBerry  (which  pic- 
tures a  Frankensteinesque  monster 
on  the  box  and  has  marshmallow 
bits  and  strawberry  puffs  within), 
also  from  General  Mills.  Second, 
General  Mills  knows  all  about  fla- 
vored corn  puffs:  It  makes  Cocoa 
Puffs  (chocolate)  and  Trix  (lemon, 
orange)  with  much  the  same  pro- 
cess. But  most  important  is  the 
character  itself. 

Robertson  is  predicting  Straw- 
berry Shortcake  will  probably  be 
an  average  child-cereal  and  capture 
between  0.5%  and  0.75%  of  the 
market.  That  works  out  to  be- 
tween $15  million  and  $22.5  mil- 
lion a  year,  and  that's  enough  to 
make  you  try. — P.B.B. 


Branded  foods 
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11 
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6 
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8 



13.6 
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12 

16.7 
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0.5 

10 

13.0 

14.0 

3.7 

2 

20.3 

16 

8.8 
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13 

16.0 
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0.3 

11 

12.6 
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12 

12.2 

15 
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14 

15.0 
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15 
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16 
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0.2 
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17 
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20 
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17 
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11.9 

0.2 

12 

12.5 
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7 

15.0 
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18 
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14.9 
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2.6 

11.4 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50 
tFout-year  growuh.    D-P:  deficit  to  profit;  not  ranked    def:  deficit 
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rogurt.  So  why  not  a  gourmet  yogurt? 
>ellogg  has  developed  one  and  is  now 
jesting  it. 

i  Kellogg  three  years  ago  bought  Le 
ihake,  a  drinkable  yogurt,  but  decided 
|o  do  more  with  it,  says  David  H. 
Urenner,  vice  president  and  general 
manager  of  the  new  product  called 
Whitney's  yogurt.  "Yogurt  is  now 
nearly  a  $600  million  market  at  retail, 
ind  unit  growth  is  surging  ahead  at 

jOurmet  pretzels 

itatus  on  the  supermarket  shelf. 


"Equestrian"  chocolates 

Individually  wrapped,  Japan-made. 

10%  to  12%  a  year,"  he  says.  "But  it's 
still  tremendously  underdeveloped. 
The  average  American  eats  about  3 
pounds  of  yogurt  a  year.  In  France  that 
total  is  20  pounds." 

Kellogg  called  its  gourmet  yogurt 
Whitney's  because  it  sounded  both 
"American  and  classy."  So  far,  says 
Brenner,  the  test  results  are  "terrific." 
So  is  the  price:  65  cents  for  a  6-ounce 
cup,  compared  with  55  cents  for  8 
ounces  of  Dannon,  the  yogurt  leader. 

Yogurt  is  only  the  beginning.  Local 
supermarkets  may  now  include  a 


huge  cheese  section  featuring  types 
like  Brie  and  Havarti,  where  there 
were  only  Swiss  and  Cheddar.  But 
don't  forget  the  story  about  the  trader 
who  first  brought  bananas  to  Maine 
and  sold  the  "exotic  fruit"  for  $25  a 
pound.  Today,  the  price  is  about  1% 
of  that.  Will  the  banana  curve  apply  to 
gourmet  foods,  too?  The  companies 
eager  to  tap  this  intriguing  market 
should  probably  reflect  on  that.  ■ 

Gourmet  olive  oil 

Bottled  in  a  handblown  decanter. 


landed  foods 
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If  you  drink  a  caffeine-free  coffee,  you  will 
also  drink  a  caffeine-free  cola.  Or  will  you? 


Beverages 


By  Paul  B.  Brown 


IN  THE  THREE-YEAR  PERIOD  that 
ends  next  year,  we  will  see  more 
new  [soft  drink]  product  introduc- 
tion than  in  the  last  ten  years  com- 
bined," says  Martin  Romm,  a  bever- 
age analyst  at  First  Boston.  He's  right. 
By  this  time  next  year,  PepsiCo,  Phil- 


ip Morris'  Seven-Up,  Dr  Pepper,  Gen- 
eral Cinema's  Sunkist  and  Royal 
Crown  Cola  will  have  spent  tens  of 
millions  of  dollars  on  their  new  caf- 
feine-free sodas. 

What  is  going  on  is  not  hard  to 
explain.  Although  the  average  Ameri- 
can now  drinks  39.4  gallons  of  soda 
pop  a  year — more  than  any  other  liq- 


uid except  water — the  market  is 
growing  at  less  than  3%  a  year.  As  a 
result,  the  major  companies  are  trying 
to  create  new  categories  in  the  fastestj 
growing  segments,  like  diet  drinks,, 
which  are  growing  at  9%.  Adding  a| 
line  of  caffeine-free  sodas — especially 
colas — seemed  the  logical  choice.  It 
may  be  logical,  but  it  also  may  be 


Zap!  Smok!  Crunch! 


Fl  acing  a  relatively  flat  market 
and  increasing  competition  for 
shelf  space  from  a  proliferation  of 
new  soft  drinks,  beverage  compa- 
nies and  bottlers  can  increase  earn- 
ings in  two  ways.  The  first,  of 
course,  is  to  push  diet  soft  drinks, 
replacing  the  sugar  with  less  costly 
artificial  sweeteners  in  order  to  in- 
crease margins. 

The  second  area  is  where  the 
competition  could  come  this  year: 
vending  machines,  which  account 
for  about  15%  of  the  $18  billion 
worth  of  soft  drinks  sold  each  year. 
There's  plenty  of  margin  potential 
here,  too.  For  example,  while  you 
can  buy  a  two-liter  bottle  of  pop  for 
about  $1.49  at  the  supermarket, 
Coca-Cola  is  testing  a  vending  ma- 
chine that  will  sell  you  the  same 
bottle  for  $2. 

Not  only  are  the  prices  changing, 
the  machines  are  also  being  trans- 
formed, Coke  now  offers  its 
bottlers  nine  different  options,  in- 
cluding two  incorporating  video 
games.  "The  standard  machine 
was  like  a  clerk.  It  was  static  at  the 
point  of  sale,"  says  Brian  G.  Dyson, 
president  of  Coca-Cola  U.S.A.  "We 
are  trying  to  make  that  old  ma- 
chine more  dramatic,  more  vi- 


brant. Instead  of  being  the  clerk  it  is 
now,  it  should  be  a  salesman  that 
reaches  out  and  grabs  the  person's 
attention." 

Joseph  Block,  vice  president  for 
consumer  marketing  programs  at 
PepsiCo,  doesn't  necessarily  agree. 
"The  video  games  are  a  gimmick 


that  adds  to  the  machine's  cost," 
Block  says.  "And  since  all  the 
major  vending  machines  will  have 
them,  the  option  is  going  to  be 
available  to  everyone.  What  you 
have  to  have  is  the  vending  ma- 
chines in  the  right  place.  That 
doesn't  change." — P.B.B. 


Redesigned  vending  machine 

Will  high  tech  mean  high  sales? 
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ijj/rong.  The  soft  drink  companies  may 
■lave  found  a  solution  for  which  there 
k  no  known  problem. 
|  The  idea  for  caffeine-free  soda  pop 
■tarted  with  Royal  Crown.  The  pro- 
motional value  was  quickly  perceived 
y  Seven-Up,  which  first  simply  ad- 
ertised  that  its  famous  lemon-lime 
rink  had  no  caffeine,   and  then 
rought  out  Like  cola,  in  sugar-free 
nd  sugared  versions.  Pepsi  quickly 
ollowed,  as  well  as  Dr  Pepper,  and 
General  Cinema  has  announced  it 
/ill  reformulate  its  Sunkist  orange 
oda  to  become  caffeine-free. 
Joseph  Block,  Pepsi's  vice  president 
f  consumer  marketing  programs, 
ays  out  the  strategy:  "Look  at  decaf- 
•einated  coffees.  They  now  represent 
6%  of  the  market  and  are  the  only 
iart  showing  any  growth.  We  did 
ests,  which  showed  that  88%  of  all 
ola  consumers  know  cola  has  caf- 
ine,  and  68%  of  them  said  they 
ould  be  interested  in  a  caffeine-free 
ola  if  there  were  no  tradeoff  in  taste, 
tolas  represent  about  62%  of  the  soft 
Irink  market,  and  we  think  that  caf- 
dne-free  colas  will  capture  between 
%  and  15%  of  that." 
Maybe,  says  Emanuel  C.  Goldman, 
esearch  director  of  the  consumer 
?oup  at  Sanford  C.  Bernstein.  "But 
'm  not  sure  people  are  that  concerned 
tbout  caffeine.  If  you  are  concerned 


Coca-Cola 's  new  diet  entry 
Betting  caffeine  doesn't  matter. 

about  caffeine,  you  are  likely  to  be 
concerned  about  sugar,  too.  So  the 
diet  caffeine-free  market  is  likely  to 
be  viable,  but  only  because  it  is  with- 
in the  diet  market." 

Coca-Cola  has  doubts,  too.  So  far, 
the  leading  soft  drink  company  has 
not  introduced  a  caffeine-free  cola 
product  (although  Coke's  noncola 
Fresca,  Sprite  and  Ramblin'  root  beer 
have  no  caffeine).  "We  believe  the 


major  opportunity  in  the  soft  drink 
field  right  now  is  the  diet  drinks," 
says  Brian  G.  Dyson,  president  of 
Coca-Cola  U.S.A.  "That,  of  course, 
isn't  to  say  that  caffeine-free  might 
not  be  a  market  in  the  future.  But 
while  it  is  nice  to  be  first,  in  a  na- 
scent market  like  this  I  would  want 
to  be  absolutely  certain  I'm  right.  Be- 
sides, we  think  Diet  Coke  makes  all 
other  options  pale." 

Coca-Cola  introduced  Diet  Coke 
late  last  year  in  New  York  and  other 
test  markets.  The  product  will  go  na- 
tional later  this  year.  So  far  Dyson 
says  it  is  exceeding  expectations  and 
has  cannibalized  Tab,  Coca-Cola's 
current  diet  cola,  to  only  a  limited 
degree.  "Caffeine-free  beverages,  I  be- 
lieve, cannibalized  mother  beverages 
a  hell  of  a  lot  more,"  he  says. 

So,  while  the  decision  on  reformu- 
lating Tab  or  introducing  a  new  caf- 
feine-free cola  is  being  debated,  Coke 
finds  itself  in  the  position  of  having 
two  strong  diet  drinks — Tab  is  the 
leader — in  the  fastest-growing  part  of 
the  business.  Diet  drinks  are  now 
about  15%  of  the  market  and  should 
grow  to  at  least  a  quarter  by  the  end  of 
the  decade.  Given  that  position,  it  is 
easy  to  see  why  Coke  is  in  no  great 
hurry  to  create  a  caffeine-free  cola. 
What's  harder  to  see  is  why  its  com- 
petitors are.  ■ 
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oholic  beverages 

leileman  Brewing 

1 

31.4% 

27.7% 

0.3 

1 

23.1% 

19.1% 

5.2% 

1 

28.6% 

1 

30.6% 

■vn-Forman  Dist 

2 

21.6 

25.7 

0.2 

2 

16.6 

20.8 

10.3 

3 

14.3 

2 

24.8 

i  euser-Busch  Cos 

3 

19.4 

21.9 

0.5 

3 

11.3 

11.6 

6.3 

2 

17.2 

4 

20.1 

nam 

4 

14.7 

11.1 

0.2 

4 

10.7 

7.0 

9.9 

7 

6.0 

3 

21.8 

lonal  Distillers 

5 

11.7 

8.9 

0.2 

5 

9.6 

7.5 

5.2 

6 

7.2 

5 

3.0 

•  lph  Coors 

6 

9.0 

6.4 

0.0 

6 

8.4 

5.8 

5.2 

4 

10.0 

6 

-0.1 

tnpia  Brewing 

7 

2.8 

def 

0.3 

7 

3.3 

def 

def 

5 

7.6 

7 

-15.1 

it  Brewing 

8 

0.8 

0.3 

0.1 

8 

1.0 

0.6 

0.1 

8 

4.5 

8 

-38.6 

■  lians 

13.2 

10.0 

0.2 

10.2 

7.3 

5.2 

8.8 

11.6 

ft  drinks 

a-Cola 

1 

23.0% 

21.3% 

0.1 

1 

21.3% 

19.5% 

8.3% 

3 

13.9% 

3 

11.0% 

eral  Cinema 

2 

22.6 

25.7 

0.8 

3 

14.0 

15.4 

5.8 

2 

16.4 

1 

19.8 

iiCo 

3 

22.5 

21.8 

0.5 

2 

16.4 

15.8 

4.9 

1 

19.3 

2 

15.4 

al  Crown  Cos 

4 

11.7 

14.6 

0.5 

4 

9.0 

10.8 

3.5 

4 

10.6 

4 

-3.4 

lians 

22.6 

21.6 

0.5 

15.2 

15.6 

5.4 

15.2 

13.2 

jstry  medians 

17.1 

18.0 

0.3 

11.0 

11.2 

5.2 

12.3 

13.2 

industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
def:  deficit. 
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Uncle  Sam  wants  to  contain  the  country's 
$1 75  billion  health  care  bill,  which  grows  10% 
even  in  recessions.  For  some — particularly  the 
hospital  companies — that  spells  opportunity. 


Health 
care 


By  Howard  Rudnitsky 


T|  his  is  the  fourth  recession  in 
our  14-year  history,  and  in  ev- 
ery one  of  them  we  have  had 
gains  in  revenues  and  earnings,"  says 
Thomas  Frist  Jr.,  president  and  co- 
founder  of  Nashville-based  Hospital 
Corp.  of  America.  It's  not  a  boast,  just 
a  statement  of  the  obvious.  Steel  may 
be  flat  on  its  back,  autos  and  housing 
chronically  ill,  but  health  care  just 
keeps  growing.  How  many  businesses 
in  the  recession  year  of  1982  showed 
revenue  gains  of  better  than  15%  and 


earnings  growth  around  20%  ? 

From  nowhere  eight  years  ago,  in 
fact,  the  investor-owned  hospital 
management  companies  have  grown 
into  a  $7  billion  industry.  At  least 
four  of  them  now  have  over  $1  billion 
in  revenues,  led  by  HCA's  $3.5  bil- 
lion. And  there  is  plenty  of  room  to 
grow:  Investor-owned  hospitals  still 
account  for  only  about  6%  of  the  na- 
tion's hospital  bill.  The  rest  com- 
prises thousands  of  privately  or  gov- 
ernment-run hospital  operators,  who 
often  generate  little  profit. 

But  what's  going  to  happen  now 


that  even  the  Reagan  Administratior 
wants  to  try  to  put  a  cap  on  healtr 
care  costs?  The  tab  now  comes  tc 
$175  billion  a  year.  It  has  been  grow 
ing  at  10%  a  year,  good  times  and  bad 
and  in  the  opinion  of  some  experts  (set 
box)  is  a  significant  factor  in  the  stag 
nation  of  consumer  spending.  Tht 
government  pays  50  cents  out  of  ever) 
health  care  dollar.  So  at  both  the  fed 
eral  and  state  levels,  lawmakers  arc 
trying  to  develop  incentives  to  hole 
down  costs.  The  state  of  California 
for  example,  has  thrown  out  cost 
based  reimbursement  for  Medi-Ca! 


Health  care 
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Servicemastet  Inds 

1 

37.1% 

38.1% 

0.0 

1 

37.9% 

37.5% 

3.6% 

7 

23.3% 

5 

25.9' 

Humana 

2 

29.9 

35.6 

1.7 

9 

12.2 

14.4 

8.4 

2 

40.5 

2 

45.6. 

Shaklee 

3 

28.3 

22.6 

0.2 

2 

20.7 

17.9 

5.1 

6 

23.5 

8 

19.8 

Abbott  Laboratoties 

4 

23.4 

24.0 

0.2 

4 

18.9 

19.8 

10.9 

9 

16.6 

7 

20.9 

Beverly  Enterprises 

5 

23.1 

15.5 

1.6 

13 

10.9 

9.0 

3.3 

3 

35.4 

D-P 

Whittaker 

6 

22.1 

20.2 

0.4 

5 

18.2 

20.3 

4.2 

13 

13.7 

1 

56.8 

Natl  Medical  Entrprs 

7 

20.8 

19.3 

1.0 

12 

11.4 

11.8 

6.2 

1 

45.6 

3 

29.7 

Johnson  &  Johnson 

8 

20.4 

21.1 

0.0 

3 

19.6 

20.0 

9.2 

10 

16.2 

10 

15.4. 

Hospital  Corp  of  Am 

9 

19.4 

18.4 

1.8 

14 

10.4 

8.7 

5.6 

4 

33.3 

6 

24.9 

Amer  Medical  Intl 

10 

19.2 

21.2 

1.0 

11 

11.6 

13.1 

6.8 

5 

26.8 

4 

28.6 

Baxter  Travenol  Labs 

11 

17.8 

18.1 

0.2 

7 

14.0 

14.8 

10.8 

8 

18.2 

9 

19.7 

Bausch  &  Lomb 

12 

17.8 

16.2 

0.2 

6 

14.9 

14.2 

7.5 

14 

10.2 

12 

14.4 

Amer  Hospital  Supply 

13 

16.0 

19.4 

0.2 

8 

13.8 

16.6 

6.9 

11 

15.7 

11 

15.2 

Becton,  Dickinson 

14 

14.4 

13.3 

0.3 

10 

12.1 

10.6 

6.9 

12 

14.9 

13 

10.7 

Sybron 

15 

9.7 

4.8 

0.4 

15 

7.9 

4.7 

2.0 

15 

5.5 

14 

0.3 

Industry  medians 

20.4 

19.4 

0.3 

13.8 

14.4 

6.8 

18.2 

20.4 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
D  P:  deficit  to  profit;  not  ranked 
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latients  in  favor  of  negotiated  rates. 

Now  the  Reagan  Administration 
vants  Medicare  hospital  costs  to  be 
eimbursed  on  a  prospective  assess- 
nent  of  the  average  industry  cost,  ad- 
usted  for  inflation,  instead  of  a  hospi- 
tal's current  costs.  More  important,  if 
Congress  agrees,  the  plan  would  pass 
lalf  of  any  cost  savings  on  to  the 
lospital  as  profit. 

Not  surprisingly,  investor-owned 
lospitals  are  for  this.  Profit,  after  all, 
s  their  business.  Moreover,  they  have 
>een  further  toughened  by  the  reces- 
iion,  for  although  they  do  grow  in 
ecessions,  they  are  not  totally  im- 
nune.  Says  Wendell  Cherry,  presi- 
dent of  Louisville-based  Humana 
Zorp.,  "The  recession  is  having  an 
mpact.  There's  less  elective  surgery 
)ecause  private  insurance  is  down. 
We've  got  16  million  people  in  this 
country  now  who  don't  have  private 
nsurance  because  of  the  prolonged 
memployment." 

The  recession  has  also  resulted  in  a 
lecline  in  overall  admissions  in  hos- 
?itals  around  the  country,  he  says — 
although  again  chains  like  Humana 
ind  HCA  have  been  able  to  buck  the 
rend  with  modest  fractional  m- 
:reases.  That's  another  reason  that 
:hose  big  chains  would  not  fear  the 
Reagan  plan  very  much. 

Being  well  diversified  helps.  In 
slack  periods  a  hospital  company  can 
oush  for  management  contracts  at 
Dther  hospitals.  It  doesn't  take  capital 
and  it  aids  earnings  quickly.  An  exam- 
jle  is  HCA's  2 '/2-year,  $175  million 


contract  to  manage  a  major  hospital 
system  for  Saudi  Arabia.  Having  a 
malpractice  insurance  subsidiary  and 
testing  and  diagnostic  labs  also  helps 
at  times  like  these. 

So  does  geographical  diversifica- 
tion. If  you  are  a  hospital  company  in 
only  one  state  or  one  part  of  a  state, 
you  could  have  problems.  Obviously, 
operating  in  and  around  depressed  De- 
troit is  hard.  HCA's  Frist  also  points 
out  that  some  hospital  operators  in 
areas  you  wouldn't  expect — Texas 
and  California — are  hurting,  too. 
Business  is  off  8%  in  some  parts  of  the 
two  states,  because  of  the  Mexican 
peso  devaluation  and  freeze.  "A  lot  of 
Mexicans  used  to  come  over  the  bor- 
der to  visit  a  doctor  or  go  to  a  hospi- 
tal," he  says,  often  paying  cash.  Now, 
not  so  much. 

Most  Americans,  though,  are  still 
covered  by  health  insurance.  Says 
HCA's  Frist,  "If  one  spouse  is  out  of 
work,  the  other  has  coverage.  Even  if 
both  of  them  are  laid  off,  they  can  still 
fall  back  on  Medicaid  to  pay  their 
bills.  So  the  hospital  still  gets  reim- 
bursed, one  way  or  another." 

The  stockholder-owned  hospital 
groups  have  another  advantage,  as 
well.  With  their  shares  selling  for  15 
to  20  times  earnings  recently,  they 
can  afford  to  build  and  acquire  other 
hospitals.  Humana,  National  Medical 
Enterprises  and  HCA  together  ac- 
quired 51  hospitals  last  year,  and  also 
sold  some.  All  of  them — the  big  three 
of  the  industry — sold  stock  in  1982. 
This  access  to  capital  is  critical.  The 


industry's  capital  requirements  now 
run  in  the  neighborhood  of  $8  billion 
to  $9  billion-  a  year  and  will  climb 
higher  during  the  rest  of  the  decade 
just  to  maintain  the  existing  number 
of  hospitals,  says  HCA's  Frist. 

But  how  would  hospital  supply 
companies  fare  under  Reagan's 
planned  changes  in  Medicare  reim- 
bursement? Large  companies  like 
Baxter  Travenol,  American  Hospital 
Supply  and  Abbott  Labs  doubt  they 
would  be  hurt.  Says  CEO  Vernon 
Loucks  of  Baxter  Travenol,  "If  you  are 
a  low-cost  producer  and  willing  to 
pour  money  into  new  technologies, 
these  cost-containment  proposals 
will  wind  up  proving  more  an  oppor- 
tunity than  a  threat." 

But  for  smaller,  less  research-ori- 
ented suppliers  the  going  could  be 
rougher.  Margins  for  commodity-like 
products  will  be  squeezed  even  more. 
Already,  even  in  a  big  market  like 
general  IV  solutions,  a  big  company 
such  as  Cutter  Labs  has  been  forced 
out  (Forbes,  Nov.  8,  1982). 

Hospital  suppliers  are  now  also  fac- 
ing increased  competition  from  diver- 
sifying drug  companies.  Warner  Lam- 
bert last  year  acquired  IMED,  a  small- 
ish supplier  of  electronic  pumps  and 
diagnostic  equipment,  for  $465  mil- 
lion, and  Pfizer  acquired  Valleylab,  a 
maker  of  microsurgery  equipment 
and  infusion  systems. 

So  while  the  market's  growing,  so  is 
the  competition.  That  will  put  suppli- 
er margins  under  more  pressure.  But 
hospitals  and  patients  may  benefit.  ■ 


Patients  at  a  stockholder-owned  hospital 

The  recession  prompts  some  "elective"  surgery  to  be  put  off,  but  other  treatment  is  rising. 
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The  $70  billion  world  pharmaceutical 
industry  has  never  been  a  U.S.  hegemony.  But 
unlike  autos  or  TV  sets,  foreign  competition 
has  turned  out  to  be  a  good  deal  for  everyone. 


Drugs 


By  Thomas  Jaffe 


T|  ime  was,  when  a  drug  company 
licensed  another  company's 
product,  that  meant  it  had  failed 
to  come  up  with  anything  as  good  on 
its  own.  No  more.  Drugs  licensed 
from  overseas  accounted  for  more 
than  10%  of  the  estimated  $15  billion 
in  U.S.  pharmaceuticals  sales  last 
year,  and  the  licensees  included  some 
of  the  best  U.S.  companies.  With  drug 
development  costs  escalating  and  the 
quality  of  worldwide  research  im- 


proved, licensing  has  become  general- 
ly accepted  as  a  smart  strategy. 

For  some  companies,  it  is  not  a  new 
game.  Pfizer  has  been  prominent  in 
licensing  since  the  Fifties  because  it 
came  late  to  the  drug  business  and 
badly  needed  products  to  sell  while  it 
was  catching  up.  Even  now,  one  of 
Pfizer's  major  new  U.S.  introductions 
is  Procardia,  an  angina  drug  licensed 
from  Bayer  A.G.  of  West  Germany. 
Another,  the  antibiotic  Cefobid  in- 
vented by  Japan's  Toyama,  has  just 
been  approved  by  the  U.S.  Food  &. 


Drug  Administration. 

Securing  approval  can  cost  $70  mil 
lion  and  take  eight  to  ten  years.  That's 
7  times  what  it  cost  and  nearly  twice 
the  time  it  took  in  the  early  Seventies 
From  the  licensor's  point  of  view 
then,  the  key  is  to  negotiate  the  U.S 
rights  to  a  drug  early  enough  in  its 
development  that  the  American  phar 
maceutical  house  will  end  up  paying 
for  much  of  the  testing  to  meet  FDA 
standards.  For  the  licensee,  that  car 
be  a  perfectly  acceptable  expense  il 
the  process  offers  a  possible  shortcut 


Drugs 
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SmithKline  Beckman 

1 

37.5% 

28.5% 

0.2 

2 

33.1% 

24.8% 

15.4% 

1 

24.7% 

1 

31.5 

American  Home  Products 

2 

33.5 

32.9 

0.0 

1 

33.5 

32.6 

12.2 

10 

10.9 

6 

12.4 

Merck 

3 

23.5 

20.4 

0.1 

5 

20.2 

17.1 

13.5 

6 

12.3 

8 

10.6 

Bristol-Myers 

4 

22.4 

21.9 

0.1 

4 

20.7 

20.7 

9.5 

8 

11.5 

5 

13.4 

Eli  Lilly 

5 

21.9 

21.1 

0.0 

3 

20.9 

19.2 

13.5 

3 

14.9 

7 

11.3 

Upjohn 

6 

21.2 

15.3 

0.4 

7 

15.5 

10.9 

8.2 

5 

13.1 

2 

15.5 

G  D  Searle 

7 

20.2 

25.0 

0.3 

8 

14.9 

19.9 

14.5 

13 

7.6 

3 

14.4 

Schering-Plough 

8 

19.8 

13.9 

0.2 

6 

18.7 

11.7 

10.1 

2 

15.0 

10 

8.0 

Pfizer 

9 

17.3 

18.1 

0.4 

10 

13.6 

14.1 

9.3 

7 

12.0 

9 

9.6 

Sterling  Drug 

10 

16.2 

15.5 

0.1 

9 

14.5 

13.8 

7.2 

11 

10.4 

12 

7.3 

A  H  Robins 

11 

14.6 

14.9 

0.1 

11 

12.7 

13.4 

9.7 

9 

11.2 

11 

7.4 

Squibb 

12 

13.3 

13.4 

0.4 

12 

10.5 

10.5 

8.7 

14 

7.0 

13 

3.6 

Warner-Lambert 

13 

11.5 

13.8 

0.4 

13 

8.7 

9.7 

5.2 

12 

8.9 

14 

-2.8 

Richardson- Vicks 

13.4 

0  1 

13.2 

5.9 

4 

14.2* 

4 

13.5 

Industry  medians 

20.2 

16.8 

0.2 

15.5 

14.0 

9.6 

11.8 

11.0 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
tFour-year  growth.    "Not  available;  not  ranked. 
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:o  the  marketplace. 

"Suppose  a  company  wants  to  start 
?asic  research  in  an  area  where  it 
lasn't  worked  before,"  says  Dr.  Al- 
bert Bowers,  chairman  of  $813  mil- 
lion (sales)  Syntex  Corp.  "It  takes  5 
years  alone  to  come  up  with  a  handful 
}f  active  compounds.  Then  10  more 
years  might  pass  before  any  of  them 
will  reach  the  U.S.  market.  With  li- 
;ensing  it's  possible  to  cut  this  15- 
year  cycle  down  to  8  years.  That's 
precisely  what  Syntex  is  doing  in  car- 
diology. Its  own  program  is  only  6 
years  old,  but  it  has  licensed  two 
promising  drugs,  from  Japan  and 
France.  And  as  a  bonus,  the  develop- 
ment it  does  on  those  may  speed 
plong  its  in-house  efforts." 

There  is  always  the  chance  of  a 
blockbuster,  too.  For  example,  Up- 
john never  had  an  antiarthritic  drug 
until  it  licensed  Motrin  from  Boots 
Pic.  of  the  U.K.  Last  year  its  U.S. 
tMotrin  sales  were  $190  million.  Since 
the  Sixties,  American  Home  Products 
las  licensed  Inderal  from  LCI.  Ltd., 
dso  of  the  U.K.,  and  it's  now  the 
eading  U.S.  beta  blocker,  with  1981 
sales  of  $276  million. 

Until  recently  the  procedure  was 
fairly  simple:  If  a  foreign  company 
iwanted  to  sell  a  drug  here  but  didn't 
lihave  its  own  sales  force  to  do  the  job, 
|an  American  company  was  granted 
fthat  right  for  an  average  royalty  of  5% 
to  20%  of  the  annual  U.S.  gross. 
S: Sometimes  the  licensee  paid  up-front 
fimoney  as  well  to  reimburse  for  prior 
it  research,  or  even  agreed  to  buy  raw 
i  materials  from  the  licensor. 

But  as  licensing  gets  more  popular, 
i  there  is  more  competition  for  those 
tforeign  plums.  And  some  foreigners, 
I  no  longer  content  with  royalties,  like 
if  Glaxo  Holdings  Pic.  of  the  U.K.,  are 
I  building  their  own  sales  organizations 
:  here.  Another  is  Boots,  whose  U.S. 
t:  license  to  Upjohn  for  Motrin  was  not 
I  exclusive,  and  which  is  now  selling 
the  same  product  here  under  a  differ- 
ent name. 

All  this  has  given  rise  to  product 
swaps,  cross-licensing  and  comarket- 
!ing.  Says  O.B.  Parrish,  president  of 
pharmaceuticals  for  $1  billion  (esti- 
mated 1982  sales)  G.D.  Searle:  "To  be 
I  an  international  marketer  of  drugs 
you  need  to  be  significant  in  15  to  20 
countries.  It's  tough  for  many  compa- 
nies to  cover  all  that  geography  effec- 
tively. It's  just  as  tough  to  cover  all 
therapeutic  areas  of  research.  So  what 
you're  getting  now  is  a  tradeoff  of 
skills  where  both  parties  can  come 
;  out  ahead.  It's  making  two  plus  two 
equal  five." 
Last   year,    for   example,  Searle 


signed  an  agreement  with  Meiji  Seika 
Kaisha,  the  largest  antibiotic  producer 
in  Japan.  Searle,  which  has  no  antibi- 
otic research  program  of  its  own,  will 
be  able  to  sell  Meiji's  products  in  the 
U.S.  as  well  as  elsewhere.  In  return, 
Meiji  has  the  right  to  comarket  cer- 
tain Searle  interferons  in  both  Japan 
and  Southeast  Asia,  and  the  two  will 
collaborate  on  new  interferon  manu- 
facturing technology. 

Whenever  he  can,  Parrish  also  will 
go  after  smaller  deals.  Although  Knoll 
Pharmaceuticals  is  the  U.S.  subsid- 
iary of  German  chemical  giant  BASF 
A.G.,  it  doesn't  yet  have  a  sales  force 
in  many  European  countries.  So 
Searle  has  agreed  to  market  the  Knoll 
line  in  Spain  and  Belgium  in  return  for 
a  share  of  the  profits.  It  even  has  the 
Philippine  license  to  just  two  Knoll 
products.  Altogether,  55  drugs  Searle 
now  sells  worldwide  are  licensed  and 
another  27  are  being  developed. 

Merck  &  Co.  has  a  different  ap- 
proach. For  licensing  purposes  the  in- 
dustry leader  divides  the  world  into 
three  areas — the  U.S.,  Europe  and  Ja- 
pan— and  its  goal  is  to  sell  someone 
else's  drug  in  at  least  two  out  of  three. 
So  what  $3.1  billion  (estimated  1982 
sales)  Merck  is  looking  for  is  a  match- 
up with  a  foreign  giant,  say  a  Bayer  or 
a  Hoechst  A.G.  "Multinationals  must 
learn  to  deal  with  each  other  on  this," 
says  Edgar  Philbrick,  vice  president  of 
corporate  licensing. 

So  far,  though,  Merck's  biggest 
splash  has  been  of  the  more  conven- 
tional sort.  It  paid  Sweden's  Astra 
A.B.  an  up-front  fee  of  $60  million  for 
the  U.S.  rights  to  future  products. 
After  reaching  a  certain  sales  figure, 
which  the  company  won't  disclose, 
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the  two  then  will  form  a  joint  venture 
to  market  those  drugs.  Meanwhile, 
Merck  constantly  keeps  track  of  re- 
search at  125  firms  around  the  world. 
"We're  not  looking  for  small  stuff," 
admits  Philbrick.  "We  have  the  reach 
to  sell  something  far  and  fast,  so  the 
bigger  the  drug's  potential  the  better. 
We  also  have  the  financial  strength  to 
pay  top  dollar,  and  our  research  is 
broad  enough  that  we  have  many 
products  available  to  swap." 

But  a  company  with  big  R&D  and 
marketing  operations  isn't  always  the 
best  choice  as  a  licensee.  Instead,  it  can 
be  a  smaller  company  with  few  or  no 
drugs  in  the  same  category  as  the  one 
that's  up  for  grabs.  Take  $153  million 
(sales)  Marion  Laboratories.  Some 
70%  of  its  volume  is  from  products 
licensed  since  1970.  Not  surprisingly, 
Marion's  two  hottest  future  prospects 
also  come  through  licensing:  the  anti- 
ulcer drug  Carafate  and  a  calcium- 
blocker  Cardizem,  both  from  Japan. 

"The  company  negotiating  to  li- 
cense its  product  to  a  big  company 
may  worry  that,  with  all  its  other 
drugs,  its  own  might  fall  through  the 
cracks,"  says  Marion  President  Fred 
Lyons.  "The  truth  is,  the  integrity  of 
the  industry  depends  on  treating  what 
is  licensed  just  the  same  as  an  in- 
house  invention,  because  you  have  to 
put  so  much  work  into  developing  it 
for  an  FDA  application.  But  I  can  un- 
derstand a  licensor's  fear.  With  us,  he 
knows  he  will  get  attention.  Hell,  de- 
pending on  what  kind  of  drug  it  is,  it 
might  be  our  whole  line  in  that  area!" 

Marion's  very  existence  is  proof 
that  the  licensing  system  works 
and — if  current  activity  is  any  indica- 
tion— is  here  to  stay.  ■ 


Bayer's  angina  drug  (right)  and  Pfizer  s  licetjsed  U.S.  version 
Making  two  plus  two  equal  five. 
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Whatever  happened  to  the  designer  label?  In 
the  slow-growth  apparel  industry,  things  seem 
to  be  back  to  the  tried  and  true. 


Apparel 


By  Carol  E.  Curtis 


No  fashionable  woman  is  going 
to  wear  designer  jeans  today," 
says  Joseph  Scheines  of  Kurt 
Salmon  Associates,  the  New  York- 
based  apparel  consultants.  Why?  The 
market  became  so  saturated  that  de- 
signer jeans  lost  their  status.  Now, 
they're  a  commodity. 

But  it's  not  just  jeans,  says  Scheines. 
"Consumer  resistance  to  continual 
trading  up  has  finally  reached  the 
upscale  consumer,"  he  says.  The  de- 
signer label,  which  put  show-busi- 
ness zip — and  growth — into  the  ap- 
parel business  for  three  or  four  years, 
won't  be  doing  so  anymore. 

Now  at  about  $5  billion,  the  jeans 
market  grew  21%  in  1980  and  1981. 
But  last  year  it  was  flat,  and  this  year 
will  be  that  at  best.  Moreover,  the 
disenchantment  with  fancy  jeans  is 
shared  by  higher-priced  designer 
sportswear  generally,  including  so- 
called  activewear — fleece  sweat- 
shirts, jogging  suits  and  other  sporty 
clothing.  "This  is  still  a  very  impor- 
tant business,  but  the  bloom  is  off  the 
rose,"  says  Jill  Greenwood,  a  senior 
consultant  at  Kurt  Salmon.  Many  de- 
partment stores  were  caught  during 
the  winter  season  with  $55  sweat- 
shirts and  costly  jogging  suits  they 
were  unable  to  sell.  "Fleece  active- 
wear  used  to  be  a  bright  spot  in  the 
apparel  industry,"  says  Greenwood. 
"But  last  season  that  growth  just 
wasn't  there."  - 

All  that  is  one  reason  the  $99  bil- 
lion apparel  business  can't  expect 
much  leverage  from  an  economic  re- 
covery. In  fact,  apparel  experts  are 
looking  for  only  a  modest  increase  of 
1%  to  2%  in  unit  sales  this  year. 

Even  the  small  but  important  cate- 
gory of  women's  suits  has  entered  a 
slow-growth  mode.  Two  years  ago 


sales  of  women's  suits  increased  69%, 
leading  some  apparel  experts  to  pre- 
dict a  new,  long-term  growth  market. 
But  while  there  are  more  women  in 
the  executive  suite,  suits  are  lan- 
guishing on  racks.  What  about  chil- 
dren's clothing,  which  accounts  for  a 
healthy  15%  of  all  apparel  sold?  It 
would  seem  to  be  a  logical  exception, 
with  the  baby-boom  generation  now 
having  families.  Not  so;  though  there 
are  more  women  of  childbearing  age, 
they  are  having  fewer  children.  More 


women  are  also  single  or  divorced.  So 
while  some  companies,  like  Chese- 
brough-Pond's  Health-tex  division, 
are  posting  gains,  the  overall  market 
is  soft.  Last  year  adult  apparel  actually 
fared  better  than  infants'  and  chil- 
dren's wear,  whose  unit  volume 
dropped  almost  3%,  against  a  decline 
for  all  apparel  of  0.2%.  This  year  in- 
fants' and  children's  wear  is  expected 
to  grow  at  about  the  same  lackluster 
pace  as  all  apparel. 
Domestic  producers  may  actually 


Will  socks  stay  up? 


In  Tiffany's  recently,  an  obvious- 
ly affluent  woman  was  spotted 
carrying  a  fur  coat  over  her  arm, 
wearing  skintight  jeans  (no  design- 
er label)  and  leg  warmers.  The  out- 
fit had  nothing  to  do  with  keeping 
her  legs  warm.  She  was  making 
what  the  industry  calls  "a  forward 
fashion  statement." 

Even  in  the  hardest-hit  indus- 
tries, there  will  always  be  some 
marketing  opportunities.  This  sea- 
son, it  appears  to  be  socks  and  leg 
warmers.  "Socks  are  out  of  the 
fashion  doldrums!"  proclaims  a  de- 
lighted Sid  Smith,  president  of  the 
National  Association  of  Hosiery 
Manufacturers. 

Building  a  fad  around  socks 
might  defy  logic.  But  Smith  cites 
impressive  numbers  to  show  that 
it's  happening.  Sales  of  women's 
and  children's  socks,  which  cur- 
rently account  for  19%  of  the  $5.9 
billion  hosier>'  industry,  rose  19% 
last  year.  Midcalf  women's  and 
children's  socks,  which  include  the 
textures  and  patterns  that  are  fash- 
ionable, were  up  30%.  Leg  warm- 
ers, with  almost  no  sales  until  last 
year,  rose  a  spectacular  340%  in 


Socks  department  at  Bloomingdale's 
Soon,  arm  warmers  to  match. 

the  first  three  quarters  of  1982. 

Will  socks  stay  up?  Smith  ex- 
pects they  will  hold  their  own  this 
year,  and  that  leg  warmers  will  do 
better.  They're  a  small-ticket  item, 
he  says,  allowing  women  to  change 
their  look  significantly  for  relative- 
ly little  money.  "Leg  warmers  cap- 
italized on  the  fashionable  layered 
look,"  he  says.  They  also  make 
women  look  athletic,  which  is  styl- 
ish. To  expand  the  trend,  the  ho- 
siery industry  will  soon  introduce 
arm  warmers  to  match. — C.E.C. 
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[how  a  decline.  The  reason?  Imports 
trom  abroad  account  for  25%  of  every 
foliar  spent  on  apparel,  and  total  sales 
6f  foreign-made  goods  are  expected  to 
[amp  another  8%  this  year. 
'  With  such  an  unpromising  outlook, 
;/ho  will  beat  the  averages?  Kurt 
j  almon's  Greenwood  believes  it  will 
ie  companies  able  to  carve  out  a  mar- 
Let  niche  and  aim  their  sales  at  the 
long-term  needs  of  a  particular  cus- 
tomer rather  than  a  short-lived  fad. 
)ne  example  is  Merona  Sport,  a  divi- 
sion of  Oxford  Industries  that  is  suc- 
cessfully merchandising  the  "week- 
Ind  wear"  concept.  Its  specialty  is 


natural  fiber  sportswear  for  .working 
men  and  women  to  wear  mainly  on 
Saturday.  Merona's  sales  have  spurted 
from  $250,000  in  1978  to  $35  million 
last  year;  this  year,  revenues  are  pro- 
jected at  $55  million.  "Customers  are 
tired  of  designer  logos,"  says  Merona 
President  Lee  Backus. 

Other  winners  will  be  companies 
with  recognizable  brand  names.  "A 
brand  name  means  the  company 
stands  behind  it;  it  is  not  just  a  design- 
er stamp,"  notes  Jeff  Edelman,  a  first 
vice  president  at  Dean  Witter  who 
follows  the  apparel  industry.  National 
brand  names  have  been  steadily  in- 


creasing their  share  of  the  apparel  dol- 
lar; it  now  stands  at  25%,  up  from 
20%  a  decade  ago.  The  companies  be- 
hind them  will  provide  the  success 
stories  of  1983,  Edelman  expects.  He 
predicts  a  50%  hike  in  profits  for  Levi 
Strauss,  the  $2.9  billion  (sales)  indus- 
try leader  that  markets  Levi's  jeans. 
He  is  also  recommending  V.F.  Corp. 
(Lee  jeans,  Vanity  Fair)  and  Jonathan 
Logan  (Villager,  Etienne  Aigner). 
"The  name  of  the  game  is  branded 
merchandise,"  he  says.  "With  few  ex- 
ceptions, only  those  companies  that 
have  already  done  well  are  going  to 
continue  to  do  well."  ■ 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
IFour-year  growth.    P-D:  profit  to  deficit     D-D:  deficit  to  deficit. 


D-P:  deficit  to  profit;  not  ranked,    def:  deficit. 
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You  find  the  high-class  perfume  only  in  the 
high-class  stores,  right?  Not  anymore. 


Toiletries 
and  cosmetics 


By  Barbara  Ettorre 


THESE  ARE  SURPRISINGLY  tOUgh 
times  for  the  lotions  and  po- 
tions business.  The  fact  is,  it  is 
perilously  close  to  being  no  longer 
recession-proof.  Unit  sales  were  down 
about  4%  in  1982,  although  price  in- 
creases kept  up  dollar  volume.  But 
this  year,  many  analysts  expect  dollar 
gains  of  no  more  than  8% — in  other 
words,  pretty  close  to  flat  when  you 
take  out  inflation. 

Even  one  of  the  industry's  stalwarts 
is  having  its  troubles:  prestige  fra- 
grances, those  very  expensive  (from 
$20  to  $400  an  ounce)  scents  sold  to 
customers  who — it  has  always 
been  assumed — don't  have  to  wor- 
ry about  recession.  It's  serious, 
since  fragrances  represent  from 
35%  to  40%  of  all  cosmetics  sold. 
In  response,  some  manufacturers 
are  succumbing  to  a  temptation 
that  could  kill  off  the  cachet  of 
high-class  perfumes  entirely.  By 
the  end  of  last  year,  perfume  lines 
formerly  sold  only  in  better  depart- 
ment and  specialty  stores  were 
showing  up  in  bulk  in  chain  drug- 
stores, mass  merchandisers  such  as 
J.C.  Penney  and  K  mart,  and  other 
outlets  that  never  before  saw  the 
likes  of  Opium,  Oscar  de  la  Renta 
and  Halston.  Moreover,  the  price 
was  being  slashed  severely — as 
much  as  40%  off  the  suggested  list, 
contend  some  industry  sources. 
More  like  15%,  say  drugstore  ex- 
ecutives. But  that  can  still  mean, 
say,  about  $7  off  a  2.3-ounce  bottle 
of  Yves  St.  Laurent's  Opium  spray 
cologne,  normally  sold  at  around 
$48  in  a  department  store. 

For  David  Eisenberg,  senior  vice 
president  of  marketing  at  Peoples 
Drug  Stores,  Inc.,  the  phenomenon 
is  welcome.  "The  wheel  that  has 


been  wound  so  tightly  is  now  opening 
up,  and  we  can  get  these  products 
now,"  he  says.  "I  look  at  it  as  extra 
dollars.  I  don't  have  to  have  counter 
personnel  to  sell  it,  either.  Depart- 
ment stores  probably  are  losing  their 
leverage  to  be  able  to  sell  this  stuff 
exclusively." 

Indeed,  a  good  20%  of  fragrance 
sales  in  department  stores,  according 
to  Jack  Salzman,  an  analyst  at  Smith 
Barney,  Harris  Upham  &  Co.,  is 
pumped  out  of  promotions — mostly 
gift-with-purchase  or  purchase-with- 
purchase  incentives.  "I  suspect  that 
the  number  will  be  at  least  this  and 
more  in  1983,"  he  says.  "The  trend 


Drugstore  display  of  women 's  fragrances 
How  far  downscale  can  you  go? 


completely  buries  the  myth  that 
women  who  buy  high-priced  fra- 
grances are  not  price-sensitive." 

Compounding  the  problem  is  an 
import  glut  of  French-made  fra- 
grances, encouraged  by  the  strong  dol- 
lar. Among  them:  Opium,  Oscar  de  la 
Renta,  Paco  Rabanne  for  men,  Chloe 
by  Karl  Lagerfeld  and  several  Guerlain 
scents. 

The  French  invasion  is  "a  major 
source  of  irritation,"  says  Simon 
Cntchell,  vice  president  and  general 
manager  for  the  fragrance  division 
Cosmair,  Inc.,  which  represents  the 
L'Oreal  Group  brands  in  the  U.S.  "It's 
more  than  an  aberration — it  could  de- 
stroy the  distinction  between  se- 
lective and  nonselective  brands.' 
Critchell  has  a  vested  interest  (Ca- 
charel,  Anais  Anais  and  Guy  La* 
roche  fragrances),  to  be  sure.  But  an 
estimated  $80  million  to  $100  mil- 
lion worth  of  French-made  per- 
fumes at  retail  are  now  available  in 
the  U.S.  for  diversion  to  discount 
stores. 

"There  is  tremendous  profit  tc 
be  made  by  French  manufactur- 
ers," says  Robert  Miller,  executive 
vice  president  of  Squibb  Corp.'s 
Charles  of  the  Ritz  Group,  Ltd 
"We  just  spent  $300,000  for  equip- 
ment to  code  our  U.S.  merchandise 
by  laser.  But  a  third  party  can  bu> 
products  at  retail  from  a  French- 
based  company,  land  them  in  the 
U.S.,  pay  duties  and  still  offer  their 
at  prices  lower  than  they  whole- 
sale for  here — far  cheaper  than  we 
can  because  of  the  value  of  the 
franc."  Miller  and  several  othei 
U.S.  perfume  executives  have  re- 
quested the  Food  &  Drug  Adminis- 
tration to  police  the  sales  of  im 
properly  marked  fragrances,  witr 
limited  success  thus  far. 
This  sort  of  thing  is  not  un- 
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The  mice  and  the  elephant 


A Richardson- Vicks  Inc.  execu- 
tive said  it  best:  "Oil  of  Olay  is 
a  big  elephant  being  nibbled  on  by 
a  lot  of  little  mice."  Here  comes 
another  mouse — with  some  power- 
ful backing. 

This  month  the  Gillette 
Co.  will  introduce  Aapri 
apricot  replenishing  lo- 
tion and  cream,  a  product 
introduction  that  will  be 
closely  watched  by  Rich- 
ardson-Vicks,  maker  of 
Oil  of  Olay,  which  domi- 
nates the  $600  million  fa- 
cial cleanser  and  moistur- 
izer segment  of  the  skin 
care  market.  Well  should 
R-Vbe  watchful:  In  the  18 
months  since  Gillette 
brought  it  out,  Aapri  lotion's  pre- 
decessor, Aapri  apricot  facial 
scrub,  has  grabbed  almost  a  15% 
unit  share,  according  to  A.C.  Niel- 
sen, against  such  cleansing  behe- 
moths as  NoxelPs  Noxzema  and 


Gillette's  Aapri 
Theface-qff. 


Chesebrough-Pond's  cold  cream. 

Gillette  will  have  spent  more 
than  $25  million  to  market  Aapri 
facial  scrub  in  the  first  two  years 
alone — so  R-V  should  know  that 
Aapri  is  not  a  product  to 
be  trifled  with.  "You  have 
to  take  them  [new  com- 
petitors] very  seriously," 
says  Peter  Wilson,  vice 
president  and  marketing 
director  of  R-V's  Vicks 
Toiletries  Products  divi- 
sion. Oil  of  Olay  still  has 
31%  of  its  market  and  re- 
tail sales  of  $100  million  a 
year.  But  the  mice  have 
taken  a  few  nibbles:  That 
31%  was  34%  in  1981, 

 Wilson  concedes. 

Clearly,  though,  Oil  of  Olay  is  an 
elephant  to  be  reckoned  with.  Says 
William  Ryan,  president  of  Gil- 
lette's $400  million  (sales)  personal 
care  division,  "We  are  going  into 
the  teeth  of  the  gale."— B.E. 


iinown,  of  course.  If  a  manufacturer 
|  as  trouble  meeting  his  numbers,  he 
\jjells  to  more  sources.  But  it  has  never 
"Happened  on  such  a  large  scale  in 
tfigh-price  perfume  before  because  the 
■nage  of  prestige  is  so  important. 
I  Which  perfume  manufacturers  are 
■loing  it?  Retailers  won't  discuss  it. 
/Most  perfume  makers  won't,  either. 
|)ne  of  the  few  who  will  is  Carlo  Bi- 
jptti,  president  of  Jacqueline  Cochran, 
Ij.ic,  a  division  of  American  Cyana- 
|iid  Co.  About  four  years  ago  he  start- 
|d  distributing  his  popular  L'Air  du 
remps  scent  ($16.50  retail  for  a  1.7- 
i  unce  spray  bottle)  half  to  department 
J  tores,  half  to  independent  chains  and 
Ijtiass  retailers. 

I  i  Is  Bilotti  risking  the  destruction  of 
I /Air's  image?  Prestige  is  maintained, 
4ie  says,  because  it  is  an  old-line  scent 
^introduced  in  the  late  Forties)  and 
Its  top-of-the-line  department-store 
iroducts  are  sold  in  expensive  Lalique 
!  rystal  bottles.  Moreover,  Jacqueline 
Cochran  recently  introduced  Niki  de 
iaint  Phalle,   a  prestige  fragrance 
>riced  about  20%  higher  than  L'Air 
lu  Temps  and  sold  only  in  depart- 
ment stores. 

I  But  many  in  the  industry  think 
)rands  will  be  cheapened  and  ulti- 
nately  destroyed,  if  not  by  the  loca- 
ions  that  carry  lower-price  merchan- 
lise,  then  by  the  discounting.  For  this 
reason,  even  some  drugstore  chains 
ire  unwilling  to  cut  the  price.  Wil- 
iam  Geary,  divisional  merchandise 
nanager  of  Walgreen's  fashion  divi- 
sion, considers  discounting  an  expen- 
sive scent  to  be  "a  short-term  deci- 
>ion"  only. 


He  tries  and  cosmetics 


If  this  kind  of  marketing  becomes  a 
fact  of  life  rather  than  an  aberration, 
though,  some  makers  of  lower-price 
fragrances  sold  now  in  chain  drug  and 
mass  retail  stores  may  try  to  break 
into  the  prestige  end,  risky  and  costly 
as  that  can  be.  Edward  Rabin,  presi- 
dent of  the  Prince  Matchabelli  divi- 
sion of  Chesebrough-Pond's,  which 
puts  out  such  less-expensive  scents  as 
Wind  Song,  Aviance  and  Cachet,  is 
one  of  those  considering  it.  Exclusive 


stores  will  be  enraged  at  the  cheapen- 
ing of  their  expensive  perfumes'  im- 
ages, he  says,  so  "there's  an  opening 
for  a  company  that  can  promise  them 
exclusivity.  It's  a  gift  from  heaven  for 
us."  Prince  Matchabelli,  Rabin  says, 
expects  to  be  in  the  prestige  perfume 
marketplace  by  1984  or  before. 

But  where  will  Opium  be  in  1984? 
As  one  angry  department  store  retail- 
er says:  "Will  the  customer  ever  go 
back  to  paying  the  full  price?"  ■ 
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Despite  all  the  things  going  against  it,  the 
tobacco  industry  just  keeps  rolling  along.  But  is 
a  downturn  in  the  cards  for  1983? 


Tobacco 


By  Jon  Schriber 


T|  he  tobacco  industry  has  sur- 
vived 20  years  of  attacks  by  the 
U.S.  Surgeon  General,  the  FDA 
and  the  American  Cancer  Society. 
Now  it  faces  a  doubling  of  the  8-cents- 
a-pack  federal  excise  tax.  Publicly  the 
industry  may  howl  at  this,  but  pri- 
vately it  is  not  overly  worried.  Jill 
Esposito,  a  17-year-old  at  Northfield 
Mt.  Hermon  prep  school  in  Massa- 
chusetts, personifies  the  reason. 
"Smoking  is  a  way  to  relieve  tension 
and  also  to  be  social,"  she  says.  "I 
started  last  year  when  I  came  here, 
and  it  would  be  difficult  to  stop  now." 
Jill  represents  the  industry's  growth 


area:  women.  According  to  one  na- 
tional survey,  more  high  school  se- 
nior girls  now  smoke  half  a  pack  or 
more  a  day  than  senior  boys  (13.8% 
vs.  12.8%).  And  adult  women  are 
moving  toward  parity  with  adult  male 
smokers.  Female  smokers  have  in- 
creased more  than  15%  since  1970, 
while  women  as  a  percentage  of  total 
adult  smokers  have  grown  from 
44.2%  to  47.4%. 

Thus,  for  a  mature  and  uniquely 
maligned  industry,  tobacco  keeps  on 
doing  well.  More  people  over  18  now 
smoke  than  ever  before — some  60 
million  Americans.  Some  628  billion 
cigarettes  were  sold  in  1981,  an  in- 
crease of  17%  in  the  last  decade.  A 


case  can  be  made  that  even  per  capit; 
consumption  has  not  declined,  as  De 
partment  of  Agriculture  figures  show 
The  government  counts  only  smoker: 
18  and  older.  Simply  dividing  tota 
population  into  total  cigarette  con 
sumption  shows  the  increase  (set 
chart  below). 

Ironically  perhaps,  the  trend  towarc 
low-tar  and  ultra-low-tar  also  leads  to 
increased  consumption.  Low-tars,  de 
fined  by  the  government  as  cigarette: 
with  15mg  of  tar  or  less,  have  lesi 
nicotine,  of  course.  But  "nicotine  is 
one  of  the  pleasures  of  smoking,"  say: 
Roy  Burry,  an  analyst  at  Kidder,  Pea 
body  &  Co.  "The  natural  tendency  i: 
to  smoke  more  cigarettes  in  order  t« 


Cigarettes  are  still  hot 


The  USDA  says  per  capita  cigarette  consumption  has  has  actually  been  a  modest  increase  since  1970.  Big 
dropped.  Has  it?  In  fact,  a  case  can  be  made  that,  since  growth  area:  low-tars,  which  smokers  tend  to  consume 
the  government  doesn't  count  teenage  smokers,  there    in  greater  quantities.  Biggest  growth:  retail  price. 


Annual  U.S.  cigarette  consumption  per  capita 


Low-tar  {15  mg.  and  under)  market  share 


Cigarette  prices  (cents) 


'60  '65  '70  '75  '81  '78  '79  '80 

'Estimate  by  Tobacco  Merchants  Association.  t  Analyst's  estimate. 


'81 


'82 


'78 


'80 


'81 


'82-  '83t 
(first  half) 

Source:  lohn  C  Maxwell  Jr.,  Lehman  Brothers  Kuhn  Loeb 
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get  the  same  amount  of 
nicotine." 

The  result  of  all  this: 
After  a  decade  of  diversi- 
fication, tobacco  is  still 
he  keystone  of  such  companies  as 
l.J.  Reynolds  Industries  and  Philip 
Morris,  Inc.  Back  in  1968,  RJR  got 
19%  of  its  sales  and  96%  of  operating 
:arnings  from  tobacco.  Today,  after 
icquiring  Sea-Land,  Burmah  Oil,  Del 
vlonte  and  Heublein,  RJR  still  gets 
1-6%  of  sales  and  68%  of  earnings 
rom  tobacco;  and  tobacco  still  con- 
ributes  89%  of  operating  profits  to 
'hilip  Morris,  despite  its  Miller  Brew- 
ng  and  Seven-Up  subsidiaries. 

Further  attacks  are  in  store,  though, 
b  addition  to  the  federal  excise  tax 
like,  nine  states  increased  their  ex- 
;ise  taxes  last  year,  and  bills  are  now 
)ending  in  six  more,  including  one  in 
ennsylvania  that  would  increase 
:hat  state's  tax  from  18  cents  a  pack  to 
10  cents.  "They  are  all  in  [financial] 
:rouble,  and  the  first  things  they  look 
:oward  are  cigarettes,  liquor  and  gaso- 
ine,"  grumbles  Curtis  Judge,  presi- 
dent of  Lorillard  and  chairman  of  the 
executive  committee  of  the  Tobacco 
institute. 

This  is  all  making  smoking  an  ex- 
pensive habit  indeed.  Will  that  dis- 
:ourage  smokers?  "Big  towns  like 
N"ew  York  or  Chicago  have  taxes  so 
nigh  that  cigarettes  already  cost  90 
ents  to  $1  per  pack.  Another  dime  or 
50  dribbled  in  over  time  may  not  have 
nuch  impact,"  says  Jack  Maxwell  of 
ehman  Brothers  Kuhn  Loeb,  the  in- 
iidustry's  unofficial  statistician.  Max- 
Iwell  believes  that  consumption  may 
dip  1%  to  3%  in  the  first  part  of  the 
year.  Over  the  long  term? 

Price  increases  may  deter  few  buy- 
,ers,  until  suddenly  the  price  passes  a 


Hello,  Mrs.  America 


Scratching  out  a  1  %  share  of  the 
cigarette  market  can  mean 
$130  million  in  revenues.  But  if  the 
rewards  are  high,  so  are  the  costs. 
Take  Brown  &.  Williamson,  which 
in  1981  launched  its  new  Barclay 
brand.  Even  in  an  industry  that 
spends  $1  billion  a  year  in  advertis- 
ing, the  Barclay  project  was  mas- 
sive. B&W,  the  U.S.  subsidiary  of 
Britain's  giant  B.A.T.  Ltd.,  spent 
$100  million  in  media  and  market- 
ing expenses  in  the  first  year 
alone — the  most  expensive  send- 
off  in  American  cigarette  history. 
But  it  was  money  well  spent.  Bar- 
clay captured  a  1.3%  market  share, 
helping  to  turn  the  fortunes  of 
Brown  &  Williamson's  entire 
American  line  around. 

Most  new  brands,  though,  are 
not  new  at  all,  but  merely  exten- 
sions. R.J.  Reynolds,  for  instance, 
introduced  1 1  brands  nationally  in 
the  last  two  years.  The  names  of 
many  were  not  new,  however,  only 
the  adjectives:  More  Lights  100s, 
Salem  Slim  Lights,  Vantage  Ultra 
Lights  and  Winston  Ultra  Lights. 


Winston  now  has  the  distinction  of 
seven  different  so-called  packing 
variations. 

But  periodically  a  company  must 
pay  what  it  costs  to  bring  out 
something  totally  new,  like  Bar- 
clay. R.J.  Reynolds  has  recently  in- 
troduced Bright,  a  low-tar  entry 
with  a  "unique"  taste  (some  would 
say  peppermint,  although  the  com- 
pany declines  to  define  it). 

"Unique"  taste  and  a  flashy 
name  seem  to  be  prerequisites. 
Lorillard,  a  division  of  Loews 
Corp.,  has  big  hopes  for  Satin,  now 
being  test  marketed,  to  help  shore 
up  its  low-tar  lineup,  which  ac- 
counts for  some  75%  of  Lorillard's 
business.  Satin  is  to  be  sold  as  a 
woman's  cigarette — "not  the  Vir- 
ginia Slims  woman,"  explains  Lor- 
illard President  Curtis  Judge,  "but 
Miss  or  Mrs.  America  who  wants 
to  spoil  herself."  Satin  may  or  may 
not  make  it,  but  Lorillard  has  had 
some  experience  launching  new 
brands:  Some  45%  of  its  volume  is 
from  brands  that  are  less  than  eight 
years  old. — J.S. 


threshold.  In  England,  where  ciga- 
rettes cost  $2  a  pack,  a  10%  price 
increase  can  lead  to  a  3%  consump- 
tion decline.  In  the  U.S.,  where  the 
majority  of  smokers  have  below-aver- 
age incomes,  $2  a  pack  could  start 
making  some  real  inroads  in  take- 
home  pay  and  cigarette  consumption. 
The  U.S.  population  also  continues  to 
gravitate  from  young  to  old.  As  people 
start  counting  their  life  down  and  hot 
up  they  tend  to  smoke  less. 


Thus,  sooner  or  later,  says  Kidder, 
Peabody's  Burry,  there  will  be  a  pla- 
teau. "People  were  wrong  before, 
thinking  per  capita  consumption  was 
going  down.  Now,  because  the  indus- 
try has  been  so  popular  and  done  well 
in  the  stock  market,  they  will  prob- 
ably be  wrong  the  other  way.  They  are 
all  going  to  think  the  consumption  of 
cigarettes  is  going  up  when  it  really 
starts  to  go  down."  Whenever  that 
time  comes.  ■ 


bacco 
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rank 

average 

rank 

average 

lip  Morris 

1 

23.6% 

22.9% 

0.9 

3 

13.5% 

12.1% 

6.6% 

1 

20.3% 

2 

19.2% 

ws 

2 

23.0 

18.7 

0.5 

4 

12.2 

11.4 

5.0 

2 

15.4 

1 

25.5 

erican  Brands 

3 

21.7 

19.7 

0.3 

1 

15.9 

15.1 

5.8 

4 

9.7 

3 

18.5 

Reynolds  Inds 

4 

20.9 

21.6 

0.2 

2 

15.0 

15.5 

7.0 

3 

15.1 

4 

11.3 

bro 

5 

14.6 

7.9 

0.2 

5 

9.4 

8.0 

2.1 

5 

3.9 

5 

5.4 

ustry  medians 

21.7 

19.7 

0.3 

13.5 

12.1 

5.8 

15.1 

18.5 

industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
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Maryland  Cup  may  have  sacrificed 
consumer  recognition  to  competitors,  but  it 
seems  to  have  been  worth  it. 


Packaging 


By  William  Harris 


F|  EW  PEOPLE  REMEMBER,  but  Ray 
Kroc  was  once  a  hotshot  paper 
cup  salesman  at  Lily  Tulip.  He 
devoted  ten  years  of  his  life  to  that 
firm  before  storming — and  buying  his 
way — out  in  1938.  It  seems  Kroc  was 
constantly  bumping  into  manage- 
ment with  his  marketing  ideas.  Six- 
teen years  later,  when  Kroc  started 
McDonald's,  he  didn't  even  consider 
his  former  employer  as  a  possible  ven- 
dor. Instead,  he  went  straight  to  Mary- 
land Cup. 


Maryland  Cup  (sales  $656  million) 
is  still  supplying  McDonald's  with 
containers  for  soft  drinks  and  milk- 
shakes, along  with  4,000  other  cus- 
tomers, including  Baskin-Robbins, 
Wendy's  and  Pizza  Hut.  Its  Sweet- 
heart brand  may  not  be  as  well  known 
among  consumers  as  competing  Dixie 
Cups,  but  Chairman  Merrill  Bank  is 
not  exactly  concerned  about  consum- 
er recognition  problems.  His  72-year- 
old  outfit,  based  in  Owings  Mills, 
Md.,  is  the  largest  and  most  profitable 
company  in  this  $3  billion  segment  of 
the  packaging  industry. 


That's  because  Maryland  was  the 
first  to  go  after  the  high-volume  fasi 
food,  institutional  and  recreational 
user  of  paper  and  plastic  dinnerware 
rather  than  fight  for  limited  space  on 
supermarket  shelves.  McDonald's 
alone  accounts  for  11%  of  Maryland's 
sales.  Despite  the  recession  and  a  drop 
in  fast  food  sales,  Bank  has  still  man 
aged  to  squeeze  out  better  profits  or 
flat  sales  in  fiscal  1982,  ended  Sept 
30.  Earnings  grew  4%,  to  $31.7  mil- 
lion, or  $4.66  a  share.  Meanwhile,  he 
has  maintained  Maryland's  4.7%  af 
tertax  margins — almost  double  that  o: 


Packaging 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-ye; 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

aver: 

Tyco  Laboratories 

1 

31.5% 

19.4% 

1.2 

1 

IS  K"o 

10.8% 

4.2% 

1 

33.7% 

1 

30.0 

Sonoco  Products 

2 

17.6 

14.4 

0.2 

2 

14.4 

11.6 

5.7 

3 

15.5 

3 

14.6 

Ball  Corp 

3 

16.2 

17.2 

0.7 

4 

11.0 

111 

3.8 

4 

15.5 

4 

14.5 

Stone  Container 

4 

15.6 

8.9 

0.7 

6 

9.4 

4.9 

2.9 

11 

10.6 

10 

7.3 

Maryland  Cup 

5 

14.8 

14.2 

0.3 

5 

10.7 

10.7 

4.8 

5 

15.4 

2 

15.9 

Crown  Cork  &  Seal 

6 

14.2 

9.1 

0.0 

3 

12.5 

7.9 

3.8 

10 

10.7 

5 

11.4 

National  Can 

7 

12.9 

8.3 

0.4 

7 

9.2 

6.3 

1.8 

8 

10.8 

6 

10.8 

Continental  Group 

8 

12.4 

9.5 

0.5 

8 

9.0 

7.1 

3.6 

14 

8.3 

11 

6.1 

Owens-Illinois 

9 

11.1 

7.5 

0.4 

11 

7.9 

6.1 

2.8 

13 

9.3 

9 

8.41 

Bemis 

10 

11.0 

7.2 

0.4 

10 

7.9 

5.9 

1.9 

16 

3.1 

8 

8.41 

Anchor  Hocking 

11 

10.5 

4.4 

0.3 

9 

8.3 

4.1 

1.5 

9 

10.8 

12 

4.1 

Dorsey 

12 

9.8 

def 

0.4 

14 

7.4 

def 

def 

2 

19.1 

7 

9.2 

Kerr  Glass  Mfg 

13 

9.6 

8.2 

0.6 

12 

7.8 

6.8 

2.2 

7 

13.0 

13 

2.3 

Diamond  Intl 

14 

8.3 

2.4 

0.3 

13 

7.6 

3.2 

1.4 

15 

7.8 

15 

-5.3 

Brockway  Inc  (NY) 

15 

8.2 

7.1 

0.4 

15 

6.7 

6.2 

1.9 

6 

13.1 

14 

-1.3 

American  Can 

16 

5.7 

def 

0.5 

16 

4.8 

def 

def 

12 

9.6 

16 

-10.8 

Industry  medians 

11.8 

8.3 

0.4 

8.7 

6.3 

2.5 

10.8 

8.4 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
def:  deficit. 
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lis  competitors — and  reduced  long- 
erm  debt. 

One  paper  cup  is  pretty  much  like 
mother,  although  Maryland's  are  ac- 
:ually  priced  a  bit  higher  than  those 
nade  by  either  Dixie  or  Lily.  But  one 
,vay  Bank  maintains  his  market  lead 
md  keeps  his  customers  from  defect- 
ng  is  by  offering  cup-filling  equip- 
ment along  with  his  disposables. 
These  machines — like  the  ones  seen 
n  stadium  concessions  cupping  and 
papping  beer — are  lent,  not  leased.  So 
customers  use  someone  else's  cups 
them,  Maryland  will  terminate 
hat  loan. 

"Our  systems  approach  to  selling 
oes  back  to  the  days  when  we  were 
rivate,"  explains  Bank,  67,  who 
oined  the  firm  in  1934  straight  out  of 
high  school.  "We  were  only  making 
ice  cream  cones  then,  and  I  would  go 
an  my  sales  route  with  a  postage  scale 
to  show  customers  how  to  standard- 
ize the  scoops."  What  was  true  then 
still  applies  today.  Customers  don't 
mind  paying  a  premium  for  Mary- 
land's products  if  they,  in  turn,  can 
(reduce  waste  and  lower  labor  costs. 
sjMaryland,  incidentally,  is  still  mak- 
iing  ice  cream  cones;  it  is  the  largest 
^manufacturer  of  these  edible  contain- 
ers in  the  world.) 

But  there's  something  else  less  tan- 
[gible  going  on  here.  Bank  is  an  old- 
Jfashioned,  hands-on  type  who  under- 
I  stands  that  personal  contact,  even  in  a 
|  commodities-like  business,  is  invalu- 
able. Furthermore,  each  of  Maryland's 
i  top  five  executives  has  put  in  an  aver- 
lage  45  years  with  the  company.  Such 
management  stability  helps  cement 
customer  relationships  with  people 
li  like  Ray  Kroc. 

That  longevity  is  not  surprising, 
really.  Maryland  is  a  family-owned 
|  business,  with  some  50%  of  the  stock 
[  scattered  among  90  members  of  the 
Shapiro  clan,  descendants  or  inlaws  of 
the  four  brothers,  all  bakers,  who 
started  the  ice  cream  cone  company 
'in  1911.'  Nine  out  of  13  directors  are 
Shapiro  family  members.  More  un- 
l  usual,  Bank  and  his  management 
team  members  each  earn  the  same 
$205,000  base  salary.  It's  a  lot  like  a 
limited  partnership  within  a  public 
corporation. 

Every  family  has  its  share  of  squab- 
bles, and  Maryland  is  no  exception.  In 
i  1979  and  again  in  1981  word  leaked 
i  out  that  Maryland  was  talking  with 
Kraft  and  Fort  Howard  Paper,  respec- 
'  tively,   about   merger  possibilities. 
Both  potential  deals  fell  through. 
While  Bank  says  he's  not  interested  in 
merging,  he  doesn't  deny  that  some  of 
the  family  members  would  like  to 


cash  in.  Says  he:  "My  daughters  are 
only  interested  in  their  dividends,  not 
in  growing  a  business." 

More  growth  is  not  going  to  come 
quickly.  Maryland  has  pretty  much 
saturated  the  fast  food  business  in  the 
U.S. — an  estimated  35%  of  sales,  al- 
though the  company  doesn't  release 
any  segment  information.  Still,  there 
are  ample  opportunities  remaining 
overseas  for  hamburgers,  french  fries 
and  a  Coke.  Maryland  is  now  piggy- 
backing off  the  likes  of  McDonald's, 
as  the  fast  food  chains  step  up  their 
European  invasion. 

At  the  same  time,  Bank  is  trying  to 
increase  Maryland's  penetration  of 
hospitals  and  of  school  cafeterias.  But 
a  big  chunk  of  that  institutional  mar- 
ket is  not  yet  convinced  that  using 
paper  plates  and  cups  is  any  cheaper 
or  better  than  washing  china  and  glass 
tableware.  What's  more,  the  competi- 
tion for  those  users  could  be  fierce, 
now  that  both  Dixie  Cups  and  Lily 
Tulip  have  new  owners.  James  River, 


the  $773  million  (sales)  forest  prod- 
ucts company,  recently  purchased 
Dixie  from  American  Can  and 
OwensTllinois  spun  off  Lily  to  a 
group  of  private  investors. 

But  Bank  expects  some  of  Mary- 
land's biggest  growth  to  come  from  a 
new  edible  package.  He  won't  give 
specifics  about  the  product,  except  to 
say  it's  something  of  a  cross  between 
an  ice  cream  cone  and  a  taco  shell. 
Clearly  Bank  has  not  forgotten  Mary- 
land's roots.  It  was  ice  cream  cones, 
after  all,  that  first  led  the  company 
into  the  fast  food  business.  When  cus- 
tomers like  Dairy  Queen  started  offer- 
ing food  and  drink  to  patrons,  Mary- 
land saw  a  market  opportunity  and 
began  manufacturing  disposable  pa- 
per containers. 

Whether  Bank  will  be  able  to  circu- 
late a  whole  new  generation  of  prod- 
ucts through  his  existing  customers 
has  yet  to  be  seen.  But  it's  just  the 
kind  of  marketing  chutzpah  Ray  Kroc 
would  applaud.  And  probably  buy.  ■ 


Lunch  to  go 

Disposable  containers  are  now  a  $3  billion  industry. 
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Dousing  inflation  is  not  necessarily  good  for 
everybody.  For  an  "inflation  conduit, "  it  can  be 
painful.  The  stakeout  in  food  wholesaling, 
in  fact,  is  already  under  way. 


Wholesalers  LRJLRJLS, 


w  am  lm  m< 


By  Jonathan  Greenberg 

T|his  is  an  industry  in  its  infan- 
cy in  the  use  of  computers,  and 
it  has  to  get  to  the  Buck  Rogers 
state  within  ten  years,"  says  James  W. 
Norris,  an  Arthur  Andersen  specialist 
on  wholesalers.  "And  many  small 
companies  will  have  a  hard  time  as- 
similating the  technology  in  order  to 
be  competitive." 

For  the  small  players  in  wholesale 
food,  that  discouraging  prediction 
could  have  come  at  a  better  time. 
They  have  enough  trouble  on  their 
hands,  what  with  inflation  slowing 
down  and  all.  That's  right — not  every- 
body is  hurt  by  inflation,  and  the  $60 
billion  wholesale  food  industry  is  a 
good  example.  "It's  an  inflation  con- 


duit," explains  Leon  Borchers,  a  Rob- 
inson Humphrey  analyst.  "Wholesal- 
ers benefit,  in  fact,  by  passing  infla- 
tion through  on  a  cost-plus  basis." 

The  nation's  405  general  line  food 
wholesalers  supply  food,  nonfood 
products  and  operating  services  to 
smaller  supermarket  chains  and  all  of 
America's  108,000  independent  gro- 
cery stores.  They  are  middlemen  be- 
tween manufacturers  and  grocers. 
These  days,  this  fragmented  business 
is  steadily  consolidating.  Big  compa- 
nies like  $3.7  billion  (estimated  1982 
sales)  Fleming  Cos.,  $5.1  billion  Super 
Valu  Stores  and  $2.3  billion  Wetterau 
have  been  steadily  building  market 
share  by  shaving  prices,  then  acquir- 
ing weakened  smaller  firms. 

Late  last  year,  for  example,  Fleming 


paid  $91  million  for  three  distributor 
ships  and  two  related  subsidiaries 
owned  by  Waples-Platter  Co.  of  Ft 
Worth,  Tex.  with  combined  fiscal 
1982  sales  of  $722  million— the  larg 
est  acquisition  in  the  industry's  histo 
ry.  Fleming  CEO  R.D.  Harrison  be 
lieves  the  cost  of  the  new  technology 
is  driving  out  smaller  playersi 
"They're  unable  to  make  the  kind  o: 
investments  necessary,"  he  says 
"The  efficiency  gap  is  widening  be 
tween  those  who  can  afford  it  and 
those  who  can't." 

How  much  will  it  cost  to  computer 
ize  the  warehouse  industry?  Nobody 
knows  for  sure,  but  Mike  Wrightj 
CEO  of  Super  Valu  Stores,  the  largesj 
food  wholesaler,  says  it  will  be  "enorj 
mous."  Thus,  selling  out  to  someon« 


Tlie  modern  warehouse  of  a  large  wholesale  food  distributor 
The  cost  of  the  future  squeezes  the  little  guy. 
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I'ith  the  necessary  capital  can  be- 
\hme  the  only  way  out  for  the  little 
lay.  "By  merging  with  larger  compa- 
nies, the  warehouses  have  capital 
i mailable  to  expand  their  distribution 
sinters  and  to  help  their  retailers  ex- 
pand by  financing  their  growth,"  he 
lays.  Wright's  company,  in  fact,  cur- 
\;ntly  has  nearly  $100  million  out- 
standing in  financing  for  its  custom- 
ers' operating  needs.  That  kind  of  sup- 

ort  has  helped  his  customers  to 
j:ttain  better  than  5%  improvement 
l  i  real  tonnage  last  year.  With  interest 
fetes  declining,  says  Wright,  the  inde- 
pendent retailers  he  services  will 
[  robably  be  able  to  expand  their  oper- 
I  tions  and  open  more  outlets, 
p  The  small  wholesalers  can't  always 

upport   customers   that   way — and 

hen  there's  the  expense  of  the  technol- 

Igy  of  the  future.  Computers,  of  course, 
re  a  natural  for  a  business  that  has  to 


keep  track  of  millions  of  items,  and 
specifically  a  natural  for  food  wholesal- 
ers, where  the  name  of  the  game  is  to 
give  their  customers — mainly  inde- 
pendent grocery  stores  and  chains — 
the  advantages  the  big  supermarket 
chains  enjoy  through  integration. 

One  of  the  most  promising  comput- 
er systems  is  "host  support"  for  the 
data  generated  in  grocery  stores' 
point-of-sale  (POS)  registers.  The 
stores  often  have  relatively  small 
computers  to  analyze  the  millions  of 
transactions  their  POS  scanners  re- 
cord. Yet  this  information  can  be  a 
gold  mine  for  marketing  and  inven- 
tory control  if  it  is  fully  analyzed. 
That's  an  opportunity  for  the  whole- 
salers. Super  Valu  uses  a  $300,000 
IBM  4300  computer  to  assist  its  cus- 
tomers and  spends  more  than  $1  mil- 
lion a  year  to  analyze  scanning  data. 

Another  technological  frontier  is 


the  "uniform  communications  sys- 
tem" (UCS),  a  direct  link  between  the 
computer  of  the  wholesaler  and  those 
of  its  manufacturing  suppliers.  In  a 
high-turnover  industry  involving  over 
10,000  different  items,  UCS  is  expect- 
ed to  eliminate  costly  human  error  in 
handling  mountains  of  transactions, 
as  well  as  postage  costs;  more  impor- 
tant, it  will  shorten  lead  time  on  in- 
ventory and  inventory  expense.  The 
system  could  save  suppliers  and  dis- 
tributors an  estimated  $270  million 
annually  in  transaction  costs,  accord- 
ing to  consulting  firm  Arthur  D.  Lit- 
tle. The  problem  is  that  the  system 
works  for  the  wholesaler  only  to  the 
extent  that  his  suppliers  are  also  on  it. 
Still,  ferry  Peck,  president  of  the  Na- 
tional American  Wholesale  Grocers 
Association,  expects  the  number  of 
users  of  the  UCS  to  quadruple  in  1983 
and  quadruple  again  in  1984.  ■ 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
D-P:  deficit  to  profit;  not  ranked. 
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There  s  plenty  of  growth  in  the  supermarket 
industry  these  days,  and  very  little  of  it  comes 
from  food  price  inflation. 


Supermarkets 


By  Jonathan  Greenberg 

A FAMILIAR  PATTERN  shoWS  Up 
with  such  regularity  in  the  $90 
k  billion  supermarket  industry 
that  for  years  the  major  players  al- 
most took  it  for  granted:  As  recession 
slows  inflation  and  shaves  margins 
(that  at  1%  in  the  best  of  times  are 
already  among  the  lowest  in  any  busi- 
ness), supermarkets  go  after  each  oth- 
er's market  share  to  try  to  compen- 
sate. The  result:  destructive  price 
wars  in  which  everybody  loses. 

Are  the  supermarkets  finally 
achieving  some  self -discipline?  The 
fact  is,  price  wars  haven't  yet  broken 
out — this  time  around.  Despite  the 
fact  that  food  price  inflation  has  been 
lower  than  general  inflation  for 
months — 3%  to  4% — most  of  the  su- 
permarket companies  have  managed 
to  restrain  themselves.  As  a  result, 
most  had  fairly  robust  growth  in  1982 
and  are  looking  forward  to  a  decent 
1983.  "It  used  to  be  that  the  way  com- 
petition would  react  was  not  very  pre- 
dictable," explains  Lyle  Everingham, 
CEO  of  $11  billion  (sales)  Kroger,  the 
nation's  second-largest  supermarket 
chain.  "Today  we  intend  to  defend  the 
customer  base  we  worked  so  hard  to 
get,  and  this  has  an  effect  on  the  be- 
havior of  the  more  reckless  competi- 
tors in  the  marketplace." 

Which  is  not  to  suggest  that  compe- 
tition has  not  been  fierce.  "There's 
been  more  heated  price  advertising  in 
every  area  we  operate  in  during  the 
last  year  than  there  has  been  for  the 
past  five  years,"  says  Warren  McCain, 
CEO  of  Albertson's,  which  operated 
primarily  in  the  West  and  South.  "But 
all  the  retailers  are  a  little  smarter 
now,  and  I  guess  none  of  them  can 
afford  the  price  wars  of  the  past." 

Instead,  competition  takes  such 
forms  as  skirmishes  over  coupon  re- 
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demption — offers  to  double  the  value 
of  a  consumer's  coupon,  for  example. 
Of  course,  that  comes  out  of  earnings 
eventually,  just  like  a  price  cut.  So 
why  are  earnings  holding  up?  One  an- 
swer is  economies  of  scale.  Another  is 
upscale  segmented  marketing. 

For  many  chains  like  Albertson's 
and  Supermarkets  General  a  new 
"one-stop"  combination  store  is  about 
the  size  of  a  football  field.  And  those 
stores  house — in  addition  to  the  stan- 
dard items — baked  goods,  deli  prod- 
ucts, flowers  and  drugs.  Kroger's  Ever- 
ingham says  these  convenience-ori- 
ented "special-interest"  departments 
are  especially  popular  among  singles, 
the  elderly  and  smaller  families  where 
both  parents  work.  With  Kroger's 
gross  sales  of  specialty  items  growing 
at  twice  the  rate  of  groceries,  and  gross 
margins  at  deli  counters  45%  higher 
than  for  staple  groceries,  it's  easy  to 
see  why  Kroger  included  them  in  all  of 
the  100  new  stores  it  opened  this  year. 
As  for  size,  in  1972  Kroger's  1,365 
stores  contained  25  million  square 
feet  of  floor  space.  In  1982  it  had  124 
fewer  stores  but  12  million  more 
square  feet  of  floor  space. 

Plenty  of  floor  space  also  allows 
supermarkets  to  cater  to  price-con- 
scious shoppers  as  well  as  to  the  gour- 
met. At  a  time  when  many  are  trading 
down  for  more  basic  nonspecialty 
foods,  private-label — the  chain's  own 
brand — is  increasingly  popular.  In  a 
recent  survey,  Progressive  Grocer  mag- 
azine found  that  three  times  as  many 
supermarket  merchandisers  expect 
many  consumers  to  continue  their 
trade  down  to  cheaper  foods  in  1983. 
Private-label,  upscale  luxury  and  pre- 
pared foods  mean  margins.  The  cav- 
ernous, 60,000-square-foot  modern 
supermarket  has  room  for  both. 

Kroger's  is  not  the  only  chain  clos- 
ing   unprofitable    stores.  Safeway 
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closed  its  Omaha  division  and  Ameri 
can  Stores  closed  supermarkets  in  th 
Washington,  D.C.  area.  Many  of  th 
stores  closed  have  been  in  unprofil 
able  locations  or  of  uneconomic  size 
In  addition,  in  a  period  of  high  unem 
ployment,  concessions  in  work  rule 
and  wages  from  unions  have  allowe 
the  supermarkets  to  remain  competi 
tive  with  nonunion  fast  food  restau 
rants.  Even  quick-stop  operations  lik 
Southland's  7-Elevens  are  withstand 
ing  the  recession.  With  a  revenue  gai] 
of  20%  for  the  first  nine  months  c 
1982,  while  earnings  rose  16% 
Southland's  7,000-plus  7-Eleve: 
stores  are  proving  that  higher-price 
convenience  still  means  a  lot.  ] 
means  a  lot  to  the  supermarkets,  toe 
to  combat  Southland's  seven-day-2 
week  schedules,  a  number  of  its  su 
permarket  competitors  have  cor 
vinced  unions  to  let  members  wor 
Sundays  for  less  than  time  and  a  hal: 
compared  to  the  double  time  the 
used  to  demand.  "For  the  first  time  i: 
15  years  there  has  been  a  swing  awa 
from  unions  and  back  to  manage 
ment,"  says  Dean  Witter  analyst  Tei 
ence  McEvoy.  "With  10%  unemplo> 
ment,  unions  tend  not  to  strike,  so  thi 
companies  have  taken  a  hard  line  an 
have  started  to  get  some  significan 
work  rule  changes  and  productivit 
gains." 

Government  deregulation  of  truck 
ing  has  also  helped.  Now  that  truck 
can  backhaul,  supermarkets  don't  pa 
for'  empty  loads  half  the  time.  A 
Kroger  this  means  that,  despite  a 
escalation  in  drivers'  hourly  wage; 
delivery  costs  as  a  percentage  of  sale 
decreased  in  1982. 

Technology,  too,  will  ultimatel 
help.  Optical  scanners  now  reign 
the  checkout  counter  in  about  6,50C 
or  23%,  of  supermarkets  nationwide 
and  1982  was  the  biggest  year  for  ne\ 
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scanner  installations  to  date.  Scan- 
ning doesn't  only  allow  products  to  be 
checked  out  more  quickly;  the  pro- 
cess also  lets  stores  analyze  inven- 
tory, shelf-space  allocation  and  the 
effects  of  various  promotional  cam- 
paigns. At  Albertson's,  some  55  of  412 
Supermarkets  are  scanning  now,  and 


permarkets 


50  more  will  get  scanners  in  the  cur- 
rent year.  CEO  McCain  says,  "It's  the 
right  way  to  go." 

The  supermarkets'  future  prospects 
look  so  bright,  in  fact,  that  Value  Line 
recently  ranked  the  industry  second 
of  92  for  expected  relative  stock  per- 
formance this  year.  But  what  happens 


if  further  deflation  makes  those  price 
wars  of  the  past  harder  to  resist?  Is  the 
day  of  the  one-cent  milk  special  really 
over?  So  far,  the  industry  has  shown 
an  unaccustomed  discipline.  But  all  it 
takes  is  for  a  few  to  succumb  to  temp- 
tation and  history  could  start  repeat- 
ing itself.  ■ 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50. 

ttThree-year  growth.  P-D:  profit  to  deficit.  D-D:deficit  to  deficit.  D-P:  deficit  to  profit;  not  ranked,  def  deficit. 
"Not  available;  not  ranked.    NE:  Negative  equity. 
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Downsizing  isn't  confined just  to  the 
smokestack  industries.  Consider  the  retailing 
business,  where  the  scramble  to  open  new 
stores  may  be  over  for  a  while. 


General 
retailers 


By  Richard  Greene 


Retailers  around  the  country 
are  finally  learning  a  lesson 
that  Dayton-Hudson  and  a  few 
of  the  leading  chains  have  known  for 
years:  The  mad  scramble  to  put  up 
new  stores  is  not  only  expensive  but 
also  dangerous.  Nearly  every  major 
chain  has  cut  back  or  even  done  a 
complete  turnabout.  J.C.  Penney,  for 
example,  has  20  fewer  stores  than  last 
year.  Even  K  mart  has  cut  down;  only 
70  or  so  new  K  marts  opened  in  1982, 
compared  with  171  in  1981  and  199 
the  year  before. 

What's  more,  some  chains  are  also 
cutting  back  on  new-store  size.  Says 


Howard  Hassler,  senior  vice  president 
of  New  York-based  Allied  Stores,  "In 
the  early  1970s  we  were  building 
branch  stores  up  to  200,000  square 
feet.  Now,  they're  half  that." 

What's  going  on?  Some  of  the 
downsizing  is  clearly  from  the  reces- 
sion. But  many  retailers  say  it  goes 
deeper — a  major  trend  away  from 
maximizing  sales  and  toward  maxi- 
mizing return  on  investment.  That's 
hardly  a  new  idea  in  many  industries, 
but  a  bit  startling  in  retailing. 

Dayton-Hudson,  of  course,  has  held 
these  views  for  some  time.  "Return 
on  investment  is  ingrained  in  all  our 
systems,"  says  chief  financial  officer 
Tony  Shull.  "In  the  department  stores 


of  old,  few  people  looked  at  the  whole 
balance  sheet — at  credit  sales,  receiv 
ables,  lease  obligations.  We  forced  oui 
managers  to  look  at  these  things.  H 
they  want  to  put  more  inventory  on 
the  shelves,  for  example,  that's  going 
to  impact  the  return  on  investment 
for  a  store."  Senior  management  pays 
attention  because  D-H's  bonuses  are 
largely  based  on  ROI. 

Part  of  retailing's  new  view  is  real 
izing  that  leasing  commitments  are 
real  commitments.  "Until  recently 
retailers  could  expand  with  leaseholc 
commitments,"  says  Saul  Reibstein,  a 
partner  and  retailing  consultant  foi 
accounting  firm  Laventhol  &  Hor 
wath.  "They  could  utilize  a  great  deal 
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Medians 

12.1 

10.5 

0.6 

8.8 

8.4 

2.6 

10.4 

7.5 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
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>>f  off  balance  sheet  accounting.  Now, 
that's  no  longer  possible." 

j  Why?  Partially  because  of  the  Fi- 
Inancial  Accounting  Standards  Board's 
Ijlecision  in  1977  that  companies  must 
|J:apitalize  and  depreciate  long-term 

leases.  "They  couldn't  handle  the 
jeases  off  balance  sheet  anymore," 

i;ays  Reibstein,  "so  they  had  to  look  to 
Existing  space  for  more  of  their 
■jjrowth." 

[  It's  a  little  like  the  energy  crisis. 
,  Once  you  realize  something  is  a  finite 
i  esource,  you  start  planning  ahead.  In 

:he  same  way,  retailers  can't  simply 
vissume  that  new,  profitable  markets 
"  will  spring  up  as  needed.  So  they  are 

} banning  ahead,  too.  "If  you  asked  a 
etailer,  'How's  business?'  in  the 
>ast,"  says  David  Schwartz,  a  retail- 
ng  consultant  for  accounting  firm  Ar- 
thur Andersen,  "he'd  say,  'It  was  off  a 
u pit  yesterday.'  They  were  planning  for 
tone  season,  six  months  out  at  the 
4nost — not  even  a  full  year  out.  Now 
Ahey're  lengthening  their  horizons.  It 
flfldidn't  used  to  make  much  difference; 
tjpow  it  does." 

if  What  that  means  is  much  more  at- 
rention  to  operations.  Computers,  for 
n  example.  Everybody  has  them,  but 
i:  some  retailers  are  just  now  awaken- 
ing to  what  computers  can  do  outside 
oi  billing  and  payroll.  Computerized 
inventory  control  is  only  the  begin- 
ling,  says  Schwartz;  the  computer 
can  also  identify  fast  sellers  for  timely 

jneral  retailers 


Dayton-Hudson's  Shull 

The  goal  is  to  maximize  return. 


reordering  and  slow  sellers  for  timely 
markdowns.  "The  first  markdown  is 
always  the  cheapest  markdown,"  he 
says.  Computers  also  help  retailers 
transfer  goods  between  stores  when 
there  is  a  different  rate  of  sale. 

J.C.  Penney,  for  example,  now  has 
point-of-sale  computer  terminals  in 
961  stores,  and  by  1985  plans  to  have 
them  in  all  1,662.  Penney  Chairman 
Donald  Seibert  says  the  leaders  of  the 
industry  in  the  1980s  will  be  "the 
ones  which  capitalize  on  the  advan- 
tages of  technology." 

Getting  more  return  from  each 
store  also  can  mean  cutting  back  on 
personnel — admittedly,  a  risky  game. 
Says  Allied's  Hassler:  "The  complaint 


you  hear  most  about  department 
stores  is  that  the  shopper  can't  get 
help."  It's  a  delicate  balance,  says 
Reibstein,  but  in  many  large  chains 
"the  number  of  employees  is  signif- 
icantly less  than  it  was  three  years 
ago."  Even  Hassler  has  been  able  to 
cut  some  3,000  employees  from  his 
55,000  work  force  in  the  last  year,  in 
part  by  paying  attention  to  where  they 
are  really  needed.  "More  women  are 
working  now,  so  they  have  less  time 
to  shop,"  says  Hassler.  "Instead  of 
being  busy  on  weekdays,  you  do  more 
business  on  Friday  nights,  Saturdays 
and,  for  stores  that  are  open,  Sundays. 
So  that's  when  you  want  salespeople 
in  the  stores." 

But  what  happens  when  times  turn 
good  again?  Will  retailers  abandon  all 
these  commendable  practices  and 
rush  out  to  expand  pell-mell? 

Says  Philip  Hawley,  chief  executive 
officer  of  Carter  Hawley  Hale,  "You'll 
see  more  willingness,  of  course,  to 
open  more  outlets.  But  this  recession 
has  been  long  enough  and  deep 
enough  that  I  don't  think  there'll  be  as 
much  additional  building  as  there  has 
been  after  past  recessions.  Anyone 
who  looks  at  the  numbers  will  see 
that  there  is  no  need  for  more  retail 
square-footage  in  many  markets.  So, 
there  may  be  more  building,  but  it 
will  be  in  targeted  markets.  People 
just  aren't  going  to  look  only  to  bricks 
and  mortar  for  growth  anymore."  ■ 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50 

P-D:  profit  to  deficit    D-D:  deficit  to  deficit    D-P:  deficit  to  profit,  not  ranked    def:  deficit 
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The  good  news  for  fast  food  chains  is  that 
inflation,  in  both  food  and  labor  costs,  is 
slowing  down.  The  bad  news:  So  is  volume. 


Specialty 
retailers 


By  Richard  Greene 

BACK  IN  THE  EARLY  SUMMER  of 
1981,  the  restaurant  chain 
stocks  were  doing  far  better 
than  the  market  as  a  whole.  But  in  the 
months  that  followed,  their  prices 
plunged  an  average  of  20%.  That 
downward  slide,  however,  didn't  last 
long.  By  late  last  year  restaurant  chain 
stocks  were  at  an  alltime  high,  ac- 
cording to  the  Prudential-Bache  index 


Specialty  retailers 


of  restaurant  stocks.  Wendy's,  for  ex- 
ample, was  selling  at  15  times  earn- 
ings, while  McDonald's  was  at  12  and 
Denny's  was  at  14. 

While  such  high  ratios  are  out  of 
line  with  the  rest  of  the  market, 
there's  little  doubt  that  this  industry 
has  a  lot  going  for  it. 

It's  true,  of  course,  that  many  of 
the  big  restaurant  chains  have  had 
difficulty  keeping  their  unit  vol- 
umes from  declining.  McDonald's 


has  lost  about  4%  of  its  per-store 
volume  each  year  for  the  last  five 
years,  according  to  Bache  analyst 
Michael  Culp.  But  even  if  fewer  cus- 
tomers have  been  walking  in  the 
doors,  there  are  two  bright  spots  foi 
the  year  to  come,  in  areas  that  ac-l 
count  for  50%  or  more  of  the  food 
chains'  cost:  food  and  labor. 

According  to  the  Department  ol 
Agriculture,  food  prices  will  prob 
ably  rise  less  in  1983  than  in  an> 


Yardsticks  of  management  performance 
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9 
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Nordstrom 

8 

17.9 

16.1 

0.7 

8 

12.8 

11.1 

4.2 

4 

20.1 

7 

16.7 
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9 
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2 
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10 
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0.8 
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11.6 

8 

16.1 
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11 
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1.3 
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10.2 
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1.3 
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18.6 

11 

6.3 

Medians 

19.6 

17.4 

0.6 

14.4 
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Fast  food  chains 
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1 
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0.5 

1 

23.4% 

14.7% 

7.2% 
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1 

35.5 
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2 
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0.7 
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11.0 
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18.0 
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3 
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3 

18.3 
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18.9 
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3.9 
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20.5 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
P-D:  profit  to  deficit,    def:  deficit 
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v/ear  since  the  mid-1970s.  (Bad 


luck  for  farmers,  good  luck  for 
consumers.)  Last  year  was 
pretty  good,  actually,  with 
only  about  a  5%  rise  in  food 
osts,  compared  with  6.5%  for 
the  Consumer  Price  Index  as  a 
•(  whole.  But  this  year  should 
eat  even  that.  Compare  that 
■jwith  an  increase  in  food  costs 

Espe- 
cially good  news  is  the  fact 
that  one  food  product  expected 
jto  have  a  particularly  small 
price  increase  is  beef — a  main- 
tay  of  the  fast  food  menu. 

On  the  labor  front,  there's 
equally  good  news.  The  mini- 
mum wage  has  been  stable  for  a 
ear,  at  $3.35,  even  as  prices  the  fast 
ijfood  chains  charge  have  been  rising. 
^Moreover,  there's  even  a  chance  the 
minimum  wage  will  be  cut  for  teen- 
agers in  the  coming  summer.  For  the 
fast  food  chains,  which  have  a  signifi- 
cant percentage  of  their  payroll  in 
such  young  employees,  that  would 
Amean  even  less  pressure  on  margins. 


j-cson^     mc  uonaid  s  Kestaurant 


McDonald's,  big-city  style 
Trying  to  get  more  customers. 


Naturally,  the  proposal  to  cut  the 
minimum  wage,  which  came  from  a 
council  of  President  Reagan's  cabinet 
members,  is  running  into  consider- 
able flak  from  the  AFL/CIO,  among 
others.  But  if  unemployment  remains 
at  current  high  levels  for  a  while,  the 
possibility  of  a  reduced  minimum 
wage  will  increase. 


You  can  put  it  this  way:  Dis- 
inflation is  in  the  air  and  disin- 
flation, if  it  doesn't  get  out  of 
hand,  can  be  a  good  thing  for 
restaurants. 

All  that  still  leaves  the  prob- 
lem of  decreasing  numbers  of 
customers — market  saturation. 
The  chains  are  making  intense 
efforts  to  pick  up  any  market 
share  they  possibly  can  through 
games,  contests  and,  most  re- 
cently, combative  advertising. 

Is  the  market  really  saturat- 
ed? In  a  recession,  it  certainly 
seems  that  way.  But  what  hap- 
pens in  a  turnaround?  Says  Ran- 
dell  Smith,  a  financial  research- 

  er  for  the  accounting  firm  of  La- 

venthol  &  Horwath,  "Every  time 
anyone  looks  at  the  industry,  he  talks 
about  saturation.  But  when  the  recov- 
ery comes,  you'll  see  a  resurgence  of 
people  going  into  chains  instead  of 
eating  at  home.  Now  that  they  have 
their  costs  more  in  line,  that  should 
make  for  some  pretty  impressive 
earnings  figures."  ■ 
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Note:  Explanation  of  Yardsticks  calculations  on  page  50. 

tFour year  growth  ttThree-year  growth.  P-D:  profit  to  deficit  D-P:  deficit  to  profit;  not  ranked 
def  deficit.    "Not  available;  not  ranked 
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Nevada  casinos  are  feeling  the  recession,  to  be 
sure,  but  they  remain  splendid  cash  cows. 
Atlantic  City,  meanwhile,  keeps  on  growing. 


Leisure 


By  John  Merwin 


In  1983  Atlantic  City  is  likely  to 
surge  past  Las  Vegas  in  the  win 
column,  the  equivalent  of  rev- 
enues in  the  casino  business,  to  end 
the  latter  city's  25-year  reign  as  gam- 
bling's crown  jewel.  For  Atlantic 
City,  it  is  a  truly  remarkable  perfor- 
mance. Barring  World  War  III  or  some 
other  inconvenience  that  keeps  peo- 
ple out  of  their  cars,  gamblers  this 
year  will  probably  leave  nearly  $2  bil- 
lion in  Atlantic  City's  nine  casinos, 
perhaps  $100  million  more  than  will 
be  dropped  in  Las  Vegas.  Despite  its 
considerable  shortcomings — scarce 
parking,  humdrum  casino-hotels  and 
bombed-out  urban  surroundings — At- 
lantic City  will  continue  cashing  in 
on  three  big  advantages:  proximity, 
proximity  and  proximity.  More  than 
50  million  people  reside  within  a 


day's  drive  of  Atlantic  City.  That's 
three  times  the  number  within  the 
same  distance  of  Las  Vegas. 

More  significant  than  the  surging 
win-total  itself  is  the  fact  that  Atlan- 
tic City's  gambling  growth  is  real,  not 
a  statistical  illusion.  For  a  time  doubt- 
ers attributed  Atlantic  City's  bur- 
geoning win  to  increased  floor  foot- 
age, as  one  casino  after  another 
opened  rapidly  in  1980-81.  But  more 
than  a  year  after  the  ninth  and  last 
casino  opened — the  Tropicana,  on 
Thanksgiving  Day,  1981 — the  win 
continues  to  swell.  At  two  of  Atlantic 
City's  leading  casinos,  Golden  Nug- 
get and  Harrah's,  some  slot  machine 
and  table-game  wins  today  equal 
those  recorded  at  Resorts  Internation- 
al back  in  1978,  when  Resorts  was  the 
only  casino  in  town. 

Expenses  are  high  in  Atlantic  City 
compared  with  Las  Vegas,  leading 


some  casino  executives  to  poor- 
mouth  the  15%  or  so  pretax  margins. 
"Drug  companies  do  better  than 
that,"  says  Resorts  Executive  Vice 
President  Steve  Norton.  But  look  at 
the  return  on  investment  for  some  of 
Atlantic  City's  properties.  Resorts' 
$110  million  is  returning  about  35% 
annually,  pretax.  Caesars  gets  back 
nearly  30%  on  its  $1 10  million,  while 
Golden  Nugget  and  Harrah's  are  re- 
turning nearly  25%  on  about  $150 
million.  By  contrast,  Las  Vegas  re- 
turns lately  have  run  closer  to  10%. 

Reasons  for  this  high  growth? 
When  Resorts  opened  in  Atlantic 
City,  only  a  tiny  portion  of  Easterners 
indulged  in  casino  gambling.  Each 
month  that  percentage  of  the  50  mil- 
lion-plus population  grew  larger, 
along  with  the  month-to-month  win 
figures,  as  tides  of  bus-riding  gamblers 
flowed  in  each  day.  At  the  high-roller 
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12 
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12 
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5-yeai 
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rank 

average 
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Hotels  and  ambling 

80.2°/4 

Resorts  Intl 

1 

40.3% 

14.8% 

0.7 

1 

30.8% 

10.4% 

8.8 

1 

46.2% 

2 

Hilton  Hotels 

2 

25.5 

17.6 

0.2 

2 

18.6 

14.2 

15.6 

7 

8.2 

3 

29.1 

MGM  Grand  Hotels 

3 

22.3 

12.0 

i.i 

3 

11.3tt 

8.2 

6.3 

4 

13.7t 

6 

nil 

Caesars  World 

4 

21.9 

0.6 

1.3 

6 

9.8 

4.2 

0.1 

2 

29.3 

1 

91.8 

Marriott 

5 

19.8 

20.8 

1.2 

4 

10.5 

10.2 

3.8 

3 

18.3 

4 

26.4 

Holiday  Inns 

6 

12.6 

8.3 

0.8 

5 

10.2 

7.7 

5.2 

6 

8.3 

5 

12.4 

Del  E  Webb 

7 

5.8 

def 

1.1 

7 

8.0 

4.0 

def 

8 

6.0 

7 

-3.3 

Ramada  Inns 

8 

0.6 

def 

2.9 

8 

3.3 

0.9 

def 

5 

11.5 

8 

^47.7 

Medians 

20.9 

10.2 

1.1 

10.4 

8.0 

4.5 

12.6 

19.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
ttThree-year  average    tFour-year  growth,    def:  deficit 
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t;  blackjack  tables  in  Atlantic  City 
Expenses  may  be  high,  but  returns  on  investment  are  surprising  even  optimists. 


of    Atlantic  City's 


nd,  eastern  gamblers  who  once  flew 
e  :irst  class  to  Las  Vegas  are  driving 
-jlinstead  to  Atlantic  City,  risking  per- 
ctiaps  $2,000  a  day  instead  of  $10,000  a 
day  at  Las  Vegas.   "For  gambling 

I  $2,000  a  day  in  Atlantic  City,  you  can 
li  be  treated  like  a  king,"  says  Steve 
:  Hyde,  president  of  Greate  Bay  Casino 
■jCorp.,  owner 

Sands  Hotel. 
!    "The  key  to  success  in  Atlantic 
:'  City,"  explains  Hyde,   "is  moving 
7,500  to  15,000  patrons  through  your 
place  every  day.  Without  them  you 
,  won't  pick  up  the  slot  win — about 
50%  of  the  win  here — and  that's  your 
base.  The  whole  concept  is  volume." 
To  draw  that  volume,  Hyde  says,  a 
i  casino  has  to  go  after  particular  mar- 
kets. "We  went  after  Philadelphia," 
Hyde  says.  "We  used  saturation  mail- 
,  ings,  plus  Philadelphia  prize  fighters 
and  Philadelphia-oriented  entertain - 
iment."  Result:  Atlantic  City's  most 
i  impressive  turnaround.  The  Sands  in 
;  ijust  one  year  went  from  a  big  loser  to 
j|one  of  the  city's  top  properties. 

Not  everyone  in  Atlantic  City  is  in 
the  chips.  Bally  and  Ramada's  Tropi- 
cana  each  managed  to  spend  more 
than  $300  million  on  their  develop- 
■  ments.  Though  both  casinos  may 
: 1  eventually  do  well,  they  aren't  likely 

I I  to  score  the  gilded  returns  of  less  ex- 
pensive properties.  Caesars'  presi- 
dent, Terry  Lanni,  figures  $30  million 
of  interest  charges  is  about  all  an  At- 
lantic City  property  can  carry  these 
days  and  still  show  superb  returns. 
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That  suggests  a  capital-investment 
limit  of  about  $150  million  to  $200 
million.  Lanni,  who  hopes  to  start 
construction  on  a  second  Caesars  At- 
lantic City  hotel  later  this  year,  pre- 
sumably has  such  a  limit  in  mind. 

Caesars  isn't  alone  in  planning  to 
expand  in  Atlantic  City.  Harrah's,  a 
Holiday  Inns  subsidiary,  already  has  a 
new  Boardwalk  hotel  under  construc- 
tion, and  both  Resorts  and  Golden 
Nugget  are  looking  at  second  sites 
now.  Hilton,  a  major  Las  Vegas  player, 
is  dusting  off  its  Atlantic  City  plans. 

The  market  seems  able  to  take  it, 
and  so  does  the  peculiar  labor  market 
of  casinos,  where  state  regulators 
must  license  all  personnel  in  the  casi- 
nos. Thus,  even  if  several  hotels  do 
open  in  1984-85,  there  shouldn't  be 
the  madcap  bidding  war  for  licensed 
employees  that  occurred  in  1980-81, 
slashing  profits  sharply;  today  there  is 
a  surplus. 

The  only  remaining  test  of  Atlantic 
City's  staying  power  is  occurring 
right  now,  in  the  winter  of  1983.  In 
previous  winters  most  casinos  there 
either  lost  money  or  barely  turned  a 
profit,  in  part  because  of  their  inabil- 
ity to  adjust  to  slow  wintertime  vol- 
ume. Now  casinos  such  as  the  Golden 
Nugget  are  running  revenue  figures 
through  a  computer  each  payroll  peri- 
od, which,  in  turn,  spews  out  staffing 
suggestions  for  the  next  period.  If  At- 
lantic City  can  successfully  overcome 
the  winter  doldrums  this  year,  there 
won't  be  much  left  for  skeptics  to  fret 


over.  Says  a  confident  Steve  Wynn, 
chairman  of  the  Golden  Nugget,  "Sea- 
sonality will  become  less  and  less  of  a 
factor  here.  Cold  doesn't  make  much 
difference,  just  snow,"  Wynn  says. 
"Remember,  gambling  isn't  an  out- 
door sport." 

For  the  first  time  in  years  Las  Vegas 
is  feeling  a  recession,  which  has  drawn 
a  lot  of  the-party's-over-type  head- 
lines. The  traditional  15%-a-year 
growth  has  ended  in  the  desert  king- 
dom. Growth  in  the  win  figure  in 
recent  months  has  sagged  to  about  5% . 
Nevertheless,  that's  a  lot  better  than 
most  American  industries. 

Las  Vegas'  days  as  gambling's  big- 
gest winner  may  be  numbered,  but  last 
rites  shouldn't  be  read  just  yet.  Casi- 
nos are  splendid  cash  cows.  Example: 
Last  year,  even  though  Caesars  World 
reported  its  worst  continuing  oper- 
ation income  in  years,  $9.6  million,  it 
had  a  $44  million  cash  flow  from  its 
Nevada  and  New  Jersey  hotels. 
MGM's  net  fell  under  $20  million,  but 
cash  flow,  boosted  by  $22  million  in 
fire-related  tax  benefits,  reached  near- 
ly $65  million. 

Consider,  too,  that  although  Las 
Vegas  and  Reno  have  been  hammered 
by  the  worst  recession  since  the  Thir- 
ties, the  Nevada  casinos  have  man- 
aged to  hold  their  own  despite  Atlan- 
tic City.  Before  Atlantic  City  opened 
in  late  1978,  Nevada  casinos  were 
winning  $2  billion  a  year.  Today  they 
are  winning  about  $2.7  billion.  After 
three  years  Atlantic  City  casinos  are 
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taking  in  $1.5  billion.  In 
total,  that's  a  market  ex- 
pansion from  $2  billion 
to  $4.2  billion  in  only 
four  years. 


If  nothing  else,  the  recession  should 
instill  some  self-discipline  in  Las  Ve- 
gas operators.  For  years  they  have 
been  throwing  up  rooms,  relying  on 
15%-a-year  growth  to  fill  them.  Now, 
says  the  Nugget's  Steve  Wynn,  "this 
recession  is  going  to  make  conserva- 
tive guys  out  of  a  lot  of  swingers." 

A  clear  case  of  overexpansion  can 
be  found  at  Caesars  Palace,  once 
among  the  most  profitable  casino-ho- 
tels on  The  Strip.  Caesars  has  the 
same  number  of  visitors  it  had  a  year 
ago,  but  on  average  each  is  playing 
less,  particularly  the  wealthy  Mexi- 
cans once  so  prominent  among  high 
rollers  there.  "I'd  be  happier  to  have  a 
25,000-square-foot  casino  today," 
says  Caesars'  President  Terry  Lanni, 
"and  1,200  rooms."  Instead  he  has  a 
60,000-square-foot  casino  and  1,700 
rooms,  with  all  the  attendant  costs. 

Las  Vegas  visitor  counts  are  off  only 
about  1%  through  1981-82.  But  be- 


cause of  sizable  hotel  expansion,  oc- 
cupancy rates  were  down  sharply  last 
spring  and  summer,  to  about  77%, 
from  83%  the  previous  year.  Several 
years  ago  occupancy  rates  among  The 
Strip's  best  hotels  topped  90%.  So 
even  though  Las  Vegas  business  isn't 
bad  by  recession  standards,  its  failure 
to  be  excellent  is  likely  to  cause  casi- 
no turnover  this  year  among  those 
who  figured  a  high  growth  rate  in  pro- 
jecting new  room  construction. 

If  Las  Vegas  has  a  cheerleader  these 
days,  it  is  MGM  Grand  Chairman  Al 
Benedict,  who  presides  over  2,800 
rooms  in  Las  Vegas  and  2,000  in  Reno, 
plus  jumbo  casinos  in  both  places.  In 
the  last  decade  MGM  has  invested 
$442  million  in  Nevada  properties. 
Last  year  the  company  turned  in  a 
profit  of  only  $33  million,  pretax,  and 
a  cash  flow  of  $65  million  on  $317 
million  in  revenues. 

That  pales  beside  some  of  the  re- 
turns in  Atlantic  City,  but  Benedict 
insists  Nevada  is  the  place  for  MGM. 
"I've  lived  in  this  industry  for  30 
years,"  he  says.  "We  went  through 
this  in  the  late  Fifties  and  early  Six- 


ties. We  had  hotel  failures  similar  tci 
what  we're  having  today  at  some  o| 
the  smaller  places.  But  our  bookings 
for  January,  February  and  March  are 
up  a  little  over  last  year.  We're  verv 
high  on  Nevada." 

Benedict  had  better  be.  He  says  he 
has  no  current  plans  to  build  or 
MGM's  land  in  Atlantic  City,  citing 
the  high  cost  of  "buying  the  business 
there" — bringing  in  gamblers  by  bus 
MGM  also  owns  land  in  Massachu' 
setts,  but  Benedict's  optimism  aboul 
casino  gambling's  being  legalizec 
there  has  faded.  Benedict  says  he 
hopes  MGM's  liability  suits,  remain- 
ing from  the  hotel's  1980  fire,  will 
soon  be  settled,  freeing  the  com'pan> 
from  fiscal  restraints.  Given  Bene 
diet's  lack  of  interest  in  Atlantic  City 
what  will  that  freedom  bring?  Wher 
Nevada's  gaming  revenues  rebound 
MGM  will  use  more  of  its  cash  flow 
to  accelerate  a  long-term  stock  buy 
back  plan.  That's  hardly  as  exciting  as 
building  a  $200  million  Atlantic  Cit) 
hotel,  but  in  time  it  might  serve  th« 
shareholders  well,  as  Las  Vegas  moves 
from  star  to  supporting  role.  ■ 
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Entertainment 

Warner  Communications 

1 

29.3% 

25.0% 

0.2 

1 

21.5% 

22.0% 

7.6% 

2 

25.6% 

1 

32.5 

General  Cinema 

2 

22.6 

25.7 

0.8 

3 

14.0 

15.4 

5.8 

3 

16.4 

2 

19.8 

MCA 

3 

17.5 

16.2 

0.0 

2 

16.0 

15.6 

10.2 

4 

12.9 

4 

11.1 

MGM/UA  Entertainment 

4 

14.5tt 

9.8 

2.3 

4 

11.6tt 

6.9 

3.4 

1 

27.3t 

5 

6.1 

Walt  Disney 

5 

11.9 

8.4 

0.1 

5 

10.9 

8.0 

9.7 

5 

12.0 

3 

12.3 

Medians 

17.5 

16.2 

0.2 

14.0 

15.4 

7.6 

16.4 

12.3 

Recreation 

Tandy 

1 

48.5% 

33.9% 

0.2 

1 

28.0% 

28.7% 

11.1% 

3 

20.5% 

1 

37.S 

Bally  Manufacturing 

2 

25.7 

23.1 

0.4 

2 

19.4 

19.3 

8.1 

1 

31.4 

2 

33.2 

Brunswick 

3 

23.1 

72.4 

0.5 

6 

13.0 

30.9 

23.0 

10 

6.5 

4 

21.7 

Eastman  Kodak 

4 

20.0 

16.3 

0.0 

3 

18.9 

15.4 

10.7 

6 

12.7 

7 

11.1 

Milton  Bradley 

5 

17.6 

10.2 

0.1 

5 

14.9 

9.6 

5.3 

4 

15.4 

5 

18.7 

Mattel 

6 

17.2 

29.9 

0.6 

4 

15.7 

20.7 

5.5 

2 

21.3 

3 

25.C 

American  Greetings 

7 

15.0 

15.2 

0.6 

7 

11.4 

10.5 

5.3 

5 

14.7 

6 

13.C 

AMF 

8 

10.8 

7.5 

0.4 

10 

8.2 

6.2 

2.9 

11 

4.8 

10 

0.3 

Fleetwood  Enterprises  - 

9 

9.9 

14.7 

0.0 

8 

9.9 

14.6 

2.4 

8 

9.9 

8 

1.6 

Skyline 

10 

9.3 

5.5 

0.0 

9 

9.3 

5.5 

2.4 

12 

3.7 

9 

0.4 

Outboard  Marine 

11 

7.6 

11.2 

0.4 

12 

6.6 

9.0 

'4.4 

9 

6.8 

12 

-3.2 

Polaroid 

12 

6.8 

3.4 

0.1 

11 

7.0 

3.7 

2.4 

7 

10.2 

11 

-0.7 

Medians 

16.1 

15.0 

0.3 

12.2 

12.6 

5.3 

11.5 

12.1 

Industry  medians 

17.5 

14.7 

0,4 

11.4 

10.2 

5.3 

12.9 

12.4 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
ttThree-year  average.    tFour-year  growth 
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We  more  AT&T  looks  at  its  divestiture 
agreement,  says  one  well-placed  observer,  the 
nore  unfavorable  it  appears.  For  competitors, 
yf  course,  its  the  chance  of  a  lifetime. 


Telecommunications 


By  Jean  A.  Briggs 


A 


THREE-TO-FOUR  YEAR  window  of 

opportunity  .  .  .  the  kind  of 
thing  that  could  happen  only 
jnce  in  a  lifetime."  That's  how  Amy 
Sfewmark,   C.J.   Lawrence's  astute 
:elecommunications  analyst,  assesses 
:he  industry  situation  with  the  break- 
up of  AT&T  now  in  progress.  As  the 
ilgiant  company  proceeds  to  restruc- 
ture itself  and  to  decide  which  mar- 
kets it  wants  to  emphasize,  which  to 
-ieemphasize,  smaller  rivals  are  mov- 
-;  ing  quickly  into  markets  once  beyond 
ithem.  Their  challenge  is  to  get  big 
ifenough  fast  enough  to  assure  their 
; long-term  success  before  AT&T  can 
"jrespond. 

This  race  against  time  is  the  reason 
jbehind  a  good  many  of  the  acquisi- 


tions and  joint  ventures  in  telecom- 
munications of  late.  Examples:  E.F. 
Johnson,  a  manufacturer  of  cellular 
radio  equipment,  being  acquired  by 
Western  Union;  Mitel  joint-venturing 
with  both  IBM  and  Scientific-Atlanta; 
Northern  Telecom  joining  forces  with 
Sperry  Corp.  and  also  General  Elec- 
tric. "There  seems  to  be  a  realization 
throughout  the  industry  that  in  the 
future  you  are  going  to  have  to  be 
either  a  large,  financially  strong  com- 
pany or  a  small,  highly  specialized 
one  to  survive,"  says  Newmark.  Oth- 
er companies  are  sacrificing  profits  in 
the  short  run  for  market  share,  New- 
mark  adds.  Rolm,  for  example,  is  less 
profitable  than  it  might  be  because  it 
is  building  share  in  the  PBX  market. 
GTE  is  living  with  losses  at  Telenet, 
its  packet-switching  subsidiary,  for 


the  same  reason.  The  new  AT&T  is 
free  to  get  into  these  fields,  and  the 
idea  is  to  become  as  entrenched  in  the 
market  as  possible  before,  or  if,  it 
chooses  to  do  so. 

No  one  can  know  for  sure,  of 
course,  how  the  market  will  actually 
shake  out,  but  plenty  of  people  al- 
ready are  placing  their  bets.  In  some 
areas  AT&T  is  a  certain  loser.  "The 
more  the  company  looks  at  the  agree- 
ment, the  more  unfavorable  it  ap- 
pears," says  Kenneth  Bosomworth, 
president  of  International  Resource 
Development,  Inc.,  a  market  research 
firm.  Once  the  operating  companies 
have  been  spun  off  to  shareholders, 
the  company  will  be  left  with  its  Long 
Lines  division,  which  has  96%  of  the 
interstate  long-distance  market,  with 
Western   Electric,    which  provides 
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1 
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1.6 
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1 

58.4%  t 

D-Pi 
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2 

18.0 

17.5 

0.9 

3 

7.9 

7.7 

9.8 

2 

18.2 

1 

8.9% 
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3 

17.7 

13.5 

0.9 

2 

8.1 

6.9 

8.0 

4 

14.4 

3 

8.0 

itinental  Telecom 

4 

14.7 

14.7 

1.0 

5 

7.6 

7.5 

8.3 

3 

16.1 

5 

6.9 

E 

5 

14.3 

15.1 

1.0 

6 

7.4 

7.8 

6.6 

T 

10.7 

6 

6.0 

erican  Tel  &  Tel 

6 

13.1 

12.9 

0.7 

4 

7.6 

7.3 

11.6 

6 

11.8 

4 

7.7 

Vew  England  Tel 

7 

12.7 

12.2 

0.6 

7 

7.2 

6.9 

9.0 

5 

12.1 

2 

8.5 

stern  Union 

8 

5.7 

9.9 

0.8 

8 

5.7 

7.6 

7.9 

8 

7.4 

7 

4.0 
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14.5 

14.1 

0.9 

7.6 

7.6 

8.7 

13.3 

7.7 

■industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 

tFour-year  average.    tFour-year  growth    D  P:  deficit  to  profit;  not  ranked 
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equipment  for  30%  of 
the  business  market  and 
70%  of  the  residential 
market,  with  highly  re- 
garded Bell  Labs  and 
with  American  Bell,  its  new,  unregu- 
lated subsidiary. 

The  AT&T  division  most  vulner- 
able, clearly,  is  Western  Electric.  The 
company  traditionally  has  supplied 
transmission  and  switching  equip- 
ment to  the  operating  companies. 
Now,  these  once-captive  customers 
will  be  free  to  choose  whatever  equip- 
ment they  want.  "There's  no  doubt 
they'll  be  shopping  around,  looking  at 
what  such  rivals  as  Northern  Tele- 
com, L.M.  Ericsson  and  Phillips  have 
to  offer,"  says  Bosomworth.  "There's 
only  one  direction  Western  Electric's 
share  of  this  market  can  go,  and  that 
is  down." 

Western  Electric's  position  in  so- 
called  customer  premises  equip- 
ment— telephones,  PBXs  and  key  sys- 


tems— is  likely  to  erode,  too.  Th< 
company  has  been  losing  marke 
share  in  this  area  since  the  1968  Car 
terphone  decision,  which  allowec 
non-Bell  equipment  to  be  attached  tc 
the  phone  lines.  More  market  sharJ 
losses  followed  a  1976  decision! 
which  said  that  rival  equipmen 
would  not  blow  up  the  phone  system 
thereby  refuting  Bell's  contentioi 
that  interface  devices  were  essential 
According  to  Steven  Chrust,  telecom 
munications  analyst  at  Sanford  C 
Bernstein,  Western  Electric's  share  o 
the  business  market  for  telephom 
equipment  dropped  from  75%  to  30°/< 
in  about  eight  years. 

The  list  of  Western  Electric's  com 
petitors  in  this  market  is  still  expand 
ing.  In  addition  to  old  rivals  Rolm  ant 
Mitel  and  Harris — the  interconnec 
companies,  still  there  and  feistie 
than  ever — there  will  now  be  the  loca 
operating  companies,  Ma  Bell's  owl 
children,  so  to  speak,  raising  a  hant 
against  their  parent.  They  won't  b 
manufacturing  equipment,  but  the' 
will  be  allowed  to  market  it  to  cus 
tomers.  They  can  choose  to  offe 
equipment  made  by  Western  Electri 
or  that  made  by  anyone  else.  Despit 
the  fact  that  AT&T's  American  Bel 
subsidiary  will  be  selling  Westen 
Electric  gear,  Western  Electric  will  b 
hard  pressed  to  maintain  the  marke 
share  it  has  left. 

No  Bell  competitor  is  strong  in  al 
market  segments.  Mitel,  for  example 
dominates  the  small  PBX  markel 
while  Northern  Telecom  is  powerfu 
in  the  large  PBX  market.  Anacond 
Ericsson  rates  high  in  the  hotel/mote 
market.  "If  I  were  head  of  a  local  oper 
ating  company  and  a  customer  neede 
a  small  PBX,  I  wouldn't  hesitate  t< 
sell  Mitel  equipment,"  says  Bosom 
worth  by  way  of  illustration.  "If  h 
wanted  a  hotel/motel  system,  I  wouli 
feel  perfectly  comfortable  sellin 
Anaconda  Ericsson." 

Nor  do  all  market  segments  shov 
the  same  promise.  Dramatic  growtl 
is  probably  over  in  the  business  man 
ket  for  customer  premises  equipmenl 
It  grew  between  20%  and  25%  a  yea 
from  1975  to  1981,  according  4 
Chrust,  but  he  foresees  a  more  model 
ate  rate  of  growth,  only  8%  to  10% 
year,  through  1987. 

The  residential  market,  in  contrasl 
is  likely  to  take  off.  Competitors  ar 
already  positioning  themselves.  Mi 
tel,  for  example,  has  a  product  tha 
provides  home  or  apartment  dweller 
with  many  of  the  features  once  avail 
able  only  in  offices — automatic  r^ 
dialing,  for  example.  Rolm  and  Ana 
conda  Ericsson  are  keenly  interests 
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Discounting  the  discounters 


If  your  office  is  in  a  major  city, 
you  haven't  had  to  use  Ma  Bell's 
facilities  to  call  long  distance  for  a 
long  time  now.  All  you  had  to  do 
was  subscribe  and  you  could  use 
the  services  of  one  of  the  discount 
common  carriers,  providing  of 
course  that  the  one  you  chose — 
MCI,  Sprint  or  City  Call — served 
the  point  you  wished  to  call. 

Now  you  have  even  more 
choices.  A  slew  of  outfits  has 
sprung  up  recently  offering  deeper 
discounts,  not  only  on  Ma  Bell's 
service  but  also  on  that  provided  by 
the  discount  carriers  themselves. 
They're  called  resellers,  and  there 
may  be  as  many  as  300  of  them. 
They  sprang  up  like  dandelions  fol- 
lowing a  rain  of  FCC  decisions. 

Melvyn  Goodman,  executive 
vice  president  of  Combined  Net- 
work, which  claims  to  be  the  sec- 
ond-largest reseller,  with  sales  of 
$35  million,  estimates  there  are 
about  35  companies  actually  doing 
business  now  (300  had  originally 
applied).  The  largest  reseller  is  Dal- 
las-based U.S.  Telephone  Commu- 
nications, which  had  sales  last  year 
of  $120  million. 

Goodman  explains  how  resellers 
operate:  Step  one  is  to  lease  a  line 
from  a  common  carrier.  Step  two  is 
to  install  a  switch,  and  step  three  is 
to  solicit  subscribers.  The  point,  of 
course,  is  to  book  the  line  as  fully 
as  possible.  Subscribers  are  enticed 
with  prices  about  35%  below  Ma 
Bell's  and  15%  to  20%  below 
Sprint's  or  MCI's.  Resellers  can  of- 


fer those  prices  and  still  make 
money  because  they  are  leasing 
lines  wholesale  and  reselling  them 
retail  and  because  they  are  willing 
to  bill  for  smaller  amounts  of  time. 
Combined  Network,  for  example, 
bills  in  6-second  rather  than  60- 
second  intervals.  That  means  if 
you  talk  for  4  minutes  and  5  sec- 
onds, you'll  be  billed  for  4.1  min- 
utes, not  5  minutes. 

The  more  areas  a  reseller  serves, 
of  course,  the  more  useful  its  ser- 
vice to  all  subscribers,  and  so  the 
race  is  on.  Combined  Network,  for 
example,  which  got  started  less 
than  two  years  ago  with  switches 
in  Chicago,  Cleveland  and  St. 
Louis,  now  has  17  locations.  U.S. 
Telephone  has  5. 

The  business  does  have  its  lim- 
its. It  is,  as  Goodman  points  out, 
capital  intensive:  A  1,000-line 
switch  costs  about  $1  million;  a 
4,000-line  switch,  $3  million.  It 
also  depends  on  the  existence  of 
underutilized  capacity  in  the 
phone  networks. 

Long  term,  it  also  depends  on 
how  long  regulators  keep  AT&T's 
long-distance  rates  high.  If  Wash- 
ington should  lower  them  because, 
say,  of  a  redistribution  of  costs  be- 
tween the  local  and  toll  systems, 
the  resellers'  game  must  change.  It 
will  undoubtedly  then  become  one 
of  numbers  rather  than  speed. 
After  all,  the  more  resellers  there 
are,  the  louder  their  voice  in  the 
Capitol  and  the  more  likely  they 
are  to  be  protected. — J.A.B. 


n  this  market.  The  Bell  operating 
:ompanies  will  try  to  sell  customers 
ii  vhat's  already  out  there  in  order  to 
;et  their  money  back,  but  customers 
ire  likely  to  realize  fairly  quickly  that 
::  hat  equipment  is  obsolete.  If  they 
i  lon't,  the  manufacturers  will  surely 
:i  nount  advertising  campaigns  to  tell 
:  :ustomers  so.  The  upshot  is  this: 
Western  Electric  is  bound  to  lose  a 
;j;izable  chunk  of  its  70%  residential 
narket  share. 

American  Bell  will  now  be  able  to 
;ell  Western  Electric  equipment  to  the 
independent  phone  companies  who 
llWere  encouraged  to  buy  non-Bell 
i  equipment  before.  But  it's  not  at  all 
d  >ure  they  will  be  eager  customers.  The 
j  company's  digital  equipment,  accord- 
j]  .ng  to  some  authorities,  is  by  no  means 
Jkate  of  the  art.  When  will  it  be?  That 
i  |remains  a  mystery.  According  to  Bo- 
somworth, the  industry  has  been  ex- 
i  secting  Western  Electric  to  unveil  a 
:  new  product  line  for  over  a  year.  "Peo- 
tjple  are  speculating,"  he  says,  "that 
t  something  has  gone  wrong." 
i  The  only  equipment  market  that 
may  remain  relatively  immune  from 
r  competitive  pressures  is  that  supplied 
by  GTE's  Automatic  Electric.  In  the- 
ory any  equipment  maker,  including 
American  Bell,  can  go  after  GTE  sys- 
tem telephone  companies,  but  in 
practice  it  has  always  been  a  captive 
imarket  and  is  likely  to  remain  so. 
J  The  other  segment  of  AT&T  that 
i  seems  a  sure  loser  in  the  new  environ- 
iment  is  Long  Lines.  Until  now  long- 
l  distance  customers  have  been  auto- 
matically connected  by  Bell's  Long 
Lines  division,  unless  they  dial  some 
extra  digits  to  get  on  MCI,  Sprint  or 
another  of  the  discount  carriers.  But 
under  the  consent  decree,  Kenneth 
Bosomworth  points  out,  local  phone 
i  companies  may  not  automatically  or 
preferentially  connect  long-distance 
dialers  to  Long  Lines.  Callers  will 
have  to  select  a  long  distance  service 
each  time  they  dial. 

How  the  process  will  work  in  the 
future  has  not  yet  been  determined, 
but  Bosomworth  says  there's  a  prece- 
dent that's  very  scary  for  AT&T  and 
very  bullish  for  MCI.  In  the  interna- 
tional record  (telex)  market,  long  di- 
vided between  ITT,  RCA  and  Western 
Union  International  (now  an  MCI 
subsidiary),  total  market  share  was 
split  on  the  basis  of  the  preferences 
expressed  by  a  few  customers.  Thus  if 
20%  of  customers  chose  ITT  45%  of 
the  time,  RCA  45%  of  the  time,  and 
WUI  10%  of  the  time,  the  entire  mar- 
ket was  divided  45-45-10  among  the 
three.  It  seems  unlikely  such  a  formu- 
la would  be  applied  to  the  long  dis- 


tance telephone  market,  but  the  pos- 
sibility apparently  exists.  It  could 
prove  devastating  for  AT&T.  At  the 
same  time  it  could  send  MCI  stock 
over  the  moon. 

The  long-distance  market  is  also 
being  affected  by  a  July  1981  FCC 
decision  that  allows  the  resale  of  ca- 
pacity on  both  private  lines  and 
WATS  lines.  About  35  so-called  re- 
sellers have  set  up  shop  offering  cus- 
tomers long-distance  service  between 
certain  specified  cities  at  prices  not 
only  lower  than  AT&T  can  offer  but 
also  lower  than  MCI  and  its  imitators 
can  offer.  To  the  extent  that  resellers 
expand  the  market,  of  course,  AT&T 
doesn't  lose,  but  to  the  extent  they 
spin  off  calls  that  would  otherwise  go 
over  Long  Lines'  facilities,  they  hurt. 
Now  even  such  companies  as  West- 


inghouse  and  General  Electric,  which 
have  vast  private  networks,  are  con- 
sidering getting  into  the  resale  busi- 
ness. AT&T's  96%  market  share  can 
only  fall. 

Government  decisions,  of  course, 
have  not  all  been  unfavorable  to 
AT&T.  The  company  is  being  al- 
lowed to  go  into  the  data  processing 
industry  for  the  first  time,  and  it  is 
planning  a  major  attack  on  overseas 
telephone  markets,  where  the  growth 
potential  is  enormous. 

It  will  also  eventually  begin  to  pay 
closer  attention  to  the  markets  in 
which  it  is  currently  losing  share. 
When  it  does,  of  course,  it  can  bring 
considerable  resources  to  bear  on 
stemming  those  losses.  The  window 
of  opportunity  Amy  Newmark  talks 
about  will  surely  close.  ■ 
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Ah,  the  year  that  leads  up  to  leap  year.  It  can  be 
very  good,  but  only  if  broadcasters  finally  get 
their  costs  under  control. 


Broadcasting 


By  Thomas  O'Donnell 


F|  or  the  three  commercial  net- 
works, Christmas  comes  every 
four  years,"  says  Robert  Coen, 
senior  vice  president  of  McCann- 
Erickson,  an  ad  agency.  "And  late  this 
year  is  when  it's  next  scheduled  to 
arrive."  Next  June  and  July  is  when 
broadcasters,  large  and  small,  set 
commercial  advertising  rates  through 
"upfront"  buying  for  the  1983-84  sea- 
son, a  season  that  will  include  two 
quadrennial  blockbusters:  a  presiden- 
tial election  race  and  the  Olympics. 
Because  ABC  has  the  Olympics  this 
time  around,  it  will  be  the  big  winner 
when  it  pushes  across  expected  rate 
increases  of  about  15%  during  the  of- 
ten-heated bargaining  sessions  be- 
tween advertisers  and  the  networks. 

By  the  time  those  sessions  are  over, 
a  prime-time  network  minute  could 


be  approaching  $200,000,  and  every- 
one will  benefit,  starting  in  Septem- 
ber. "It's  obviously  going  to  be  a  sell- 
er's market  this  year,"  says  Kidder, 
Peabody  analyst  Joseph  Fuchs,  who 
expects  total  broadcast  industry  rev- 
enues to  be  up  by  about  13%,  to  $16 
billion,  this  year. 

Not  enough  of  that  increased  rev- 
enue will  flow  to  the  bottom  line, 
unless  broadcasters  get  their  costs  un- 
der control.  That  didn't  happen  in 
1982,  which  should  have  been  an  ex- 
ceptional year.  Advertisers  paid  14% 
more  for  national  time  and  1 1  %  more 
for  local  spots,  but  most  of  it  was 
wiped  out  by  costs  that  escalated  by 
nearly  as  much.  Despite  all  that 
spending,  though,  "there's  so  little 
good  product  around  that  those  who 
have  it  are  in  the  driver's  seat,"  says 
Jack  Fritz,  president  of  John  Blair  & 
Co.,  which  sells  television  time  to 


advertising  agencies. 

There  are  indications  that  produc 
tion  costs  are  indeed  now  rising  mor 
slowly  than  in  the  past.  For  one  thing 
contracts  between  networks  and  pre 
duction  companies  written  in  the  ir 
flationary  1970s  were  at  rates  mut 
higher  than  those  prevailing  now.  Fc 
another,  Hollywood  is  currently 
vast  wasteland,  with  unemploymen 
running  close  to  25% .  So,  there's  littl 
chance  of  a  long  strike  such  as  the  on 
by  actors  and  writers  that  made  198C 
81a  disappointment  for  broadcasting 
Third,  network  executives  have  be 
come  a  lot  more  hard-nosed.  "If  a  sta 
balks  at  a  deal,  he's  likely  to  be  show: 
the  door,"  says  Fuchs.  "That's  a  majc 
change." 

Another  big  change  would  helt 
elimination  of  the  Federal  Communi 
cations  Commission's  "7,  7  and  7 
rule,  which  prevents  any  one  com 


Broadcasting 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-y« 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avei 

Metromedia 

1 

45.3% 

75.6% 

1.4 

1 

21.2% 

28.2% 

21.2% 

5 

13.4% 

1 

38.: 

Capital  Cities  Commun 

2 

22.5 

20.1 

0.2 

2 

17.9 

16.8 

14.1 

2 

20.8 

3 

22.! 

Amer  Broadcasting 

3 

20.6 

16.7 

0.2 

4 

16.8 

14.0 

6.2 

4 

13.5 

4 

18.1 

Rollins 

4 

20.3 

17.7 

0.2 

3 

17.1 

14.7 

'8.1 

3 

13.8 

5 

12. 

CBS 

5 

17.5 

9.4 

0.2 

6 

15.1 

7.9 

2.9 

6 

13.1 

6 

5.; 

Oak  Industries 

6 

15.8 

11.1 

0.5 

5 

15.2 

11.5 

5.0 

1 

23.9 

2 

26,i 

RCA 

7 

12.4 

9.9 

0.9 

7 

9.9 

7.8 

2.8 

7 

9.0 

7 

3.: 

Industry  medians 

20.3 

16.7 

0.2 

16.8 

14.0 

6.2 

13.5 

18.: 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.: 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
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News:  A  half  billion  dollar  battle 


Itaany  from  owning  more  than  seven 
IjrV  and  the  same  number  of  AM  and 
[|?M  radio  stations.  There's  a  better 
■han  even  chance  the  rule  will  be 
pbolished  or  the  limit  raised  in  1983. 
[That  would  allow  many  broadcasters 
:o  invest  their  surplus  capital  back 
(jnto  their  basic  business  as  well  as 
I  nto  new  technologies  such  as  cable. 
:Jp  to  now,  they  have  been  forced  to 
?uy  unrelated  businesses  that  have 
^pften  failed  to  pan  out. 
\L  Offering  almost  as  much  bottom- 
line  promise  is  the  proposal  to  abolish 
i  syndication  and  financial  interest 
rules.   These   prevent  broadcasters 
[from  owning  residual  rights  to  series 
'  for  which  they  have  put  up  the  financ- 
ing. Reruns  are  where  the  big  profits 
:ome.  This  proposal,  also  said  to  have 
a  better  than  even  chance  of  passing, 
j|is  now  awaiting  FCC  action. 
I  As  in  1982,  the  biggest  winners  will 
jibe  the  biggest  players  in  the  game:  the 
[{networks  and  the  group  broadcasters. 
Independents  and  smaller  companies 
posted  smaller,  though  still  heavy, 
gains  last  year  because  they  were 
harder  hit  by  the  ailing  economy.  And 
the  pattern  will  continue  in  1983.  The 
reason  is  simple:  National  advertisers 
are  still  healthy  enough  to  spend  big 
bucks,  while  local  advertisers  such  as 
iretailers,  restaurants  and  auto  dealers 
(are  hurting  more  and  cutting  back. 

Such  cutbacks  are  hitting  cable 
hardest  of  all.  When  the  networks 
'iraised  their  prices  last  year,  many  ad- 
vertisers simply  cut  back  on  money 
jticketed  for  cable.  Unless  the  econo- 
imy  picks  up  soon,  advertising  may 
grow  at  a  slower  rate  than  in  1982, 
when  cable  ad  revenue  reached  $180 
^million — up  from  $150  million  a  year 
earlier  but  well  under  predictions  of 
$220  million.  That  was  peanuts,  com- 
pared to  broadcasting  revenues  of  over 
$14  billion. 

The  recession  is  cutting  into  cable 
advertising  for  another  reason,  too. 
"Much  of  the  advertising  is  experi- 
mental," says  Fritz  of  John  Blair. 
"When  times  are  tough,  it's  the  first 
:  thing  to  go."  That  means  major  corpo- 
;  rations  that  have  devoted  up  to  5%  of 
their  advertising  budgets  to  cable  in 
recent  years  could  be  throwing  less 
into  the  pot  in  1983. 

Even  pay  cable,  which  makes  mon- 
ey by  charging  customers  a  monthly 
fee  rather  than  through  advertising,  is 
below  expectations.  The  much  bally- 
hooed  idea  of  selling  viewers  three  or 
i  more  services — and  charging  up  to 
$40  per  month  for  them — has  so  far 
i  not  become  widespread.  That's  omi- 
nous for  the  continued  fast  growth  of 
cable  because,  with  the  exception  of 


Nowhere  is  the  battle  between 
costs  and  revenues  fiercer  than 
in  network  news  departments. 
This  year  the  combined  budgets  of 
ABC,  CBS  and  NBC  news  will  ex- 
ceed half  a  billion  dollars. 

Alarmed,  the  networks  are  try- 
ing to  hold  the  line.  At  all  three, 
news  budgets  for  1983  call  for  cost 
increases  of  12%  or  less.  "But  it's 
not  certain  they'll  be  able  to  stay 
withm  that  figure,"  says  John 
Reidy  of  Drexel  Burnham  Lambert. 
"News  has  become  as  competitive 
as  prime-time  programming." 

Unless  costs  are  controlled, 
however,  traditionally  profitable 
CBS  News  (including  60  Minutes) 
and  recently  profitable  ABC  News 
could  push  down  profits  at  the  par- 
ent companies  in  1983.  If  so,  esti- 
mates that  overall  CBS  earnings 
next  year  will  jump  from  about 
$5.50  to  $7.35  per  share,  and  ABC's 
from  about  $5.10  to  $6.20  per 
share,  could  be  a  bit  optimistic. 
NBC  News  has  a  smaller  impact 
on  earnings  because  its  parent, 
RCA  Corp.,  is  larger  and  highly 
diversified. 

Yet  network  executives — like  all 
news  executives — have  little  con- 
trol over  news  costs,  which  are 
more  crapshoot  than  corporate 
planning.  Take  a  look  at  1982, 
when  unpredictable  and  expen- 
sive-to-cover  events  dominated  the 
headlines:  war  in  the  Mideast  and 
the  Falkland  Islands,  rebellion  in 
Central  America  and  Poland. 

And  there  is  the  added  cost  of 
late-night  news  operations,  which 
all  three  networks  expanded  last 
year.  Those  operations  raised  total 
news  programming  by  nearly  80% . 
ABC  went  from  17  hours  of  news 


Ted  Turner's  Atlanta-based  supersta- 
tion,  WTBS,  movie-oriented  pay 
channels  are  the  only  cable  services 
now  running  in  the  black.  "Pay  cable 
isn't  the  wonderful,  recession-proof 
business  everyone  once  thought  it 
was,"  says  Goldman  Sachs  analyst  El- 
len Sachar. 

In  a  nutshell,  cable's  unexpected 
slowdown  means  the  networks  are 
hardly  dinosaurs  destined  soon  to  dis- 
appear. True,  last  fall  the  networks' 
combined  share  of  the  prime-time  au- 
dience fell  to  82%  from  86%  a  year 
earlier.  It  may  even  dip  under  the  80% 
mark  in  the  near  future.  But  that's 


ABC's  Ted  Koppel  talks  to  Yasir  Arafat 
The  late-night  test  track. 


per  week  to  28,  NBC  from  15  to  22, 
and  CBS  from  18  to  an  unprece- 
dented 40  hours. 

They  were  set  up  largely  in  re- 
sponse to  Ted  Turner's  24-hour- 
per-day  Cable  News  Network, 
which  is  slowly  creeping  toward 
the  black.  Turner's  road  to  profit- 
ability may  have  suddenly  gotten 
longer  when  ABC  and  Westing- 
house  jointly  put  Satellite  News 
Channels,  another  24-hour-a-day 
news  operation,  on  the  wire  at 
midyear. 

Late  night  is  also  a  test  track  for 
news  show  formats  and  new  per- 
sonnel. The  fact  is,  news  is  a 
growth  industry  in  television, 
whatever  the  margins.  Why?  "It's 
something  the  networks  can  do 
better  than  anyone  else,"  says  one 
analyst.  And  special  information 
and  news  shows  on  prime  time  are 
cheaper  to  produce  than  adventure 
series  and  sitcoms.  Yet  they  can 
achieve  as  high  ratings  and  bring  in 
as  much  money.  "If  it  were  not  for 
shows  like  60  Minutes  or  20/20,  nei- 
ther CBS'  nor  ABC's  news  oper- 
ations would  be  profitable,"  says 
Reidy.— T.O. 


still  60  million  U.S.  homes. 

And  if  the  recession  wears  on,  a 
rebound  will  almost  certainly  occur. 
Why?  To  get  cable  and  other  techno- 
logical wonders  such  as  home  video 
games,  consumers  must  shell  out  cold 
cash.  Says  analyst  John  Reidy  of 
Drexel  Burnham  Lambert:  "Commer- 
cial broadcasting,  on  the  other  hand, 
is  seen  as  a  free  service  by  most." 
That's  obviously  important  when 
times  are  tough,  as  they  are  now. 
"And  no  matter  what  happens,"  adds 
Reidy,  "major  advertisers  will  contin- 
ue to  view  commercial  television  as 
the  mass  medium  of  choice."  ■ 
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Transmitting  words  on  a  television  screen 
sounds  great,  but  if  teletext  and  videotex  are  to 
fly,  they  must  get  advertising. 


Publishing 


By  Pamela  Sherrid 


T|  he  technology  for  electronic 
publishing  systems  is  getting 
better   and   better,   but  what 
about  the  economics? 

A  crowd  of  media  companies,  in- 
cluding Knight-Ridder,  Field,  Cox, 
Time  and  CBS,  is  spending  millions 
on  systems  with  names  such  as  View- 
tron  and  Keyfax.  The  bet  is  that  TV 
viewers  will  want  to  plug  into  written 
news,  games  or  their  bank  accounts 


and  read  them  off  the  home  screen. 
Newspapers  may  be  most  at  risk,  but 
to  the  extent  the  new  media  take  up 
consumers'  time — and  advertisers' 
dollars — they  will  be  competing  with 
everything  from  TV  to  billboards. 

The  new  print-on-the-screen  sys- 
tems are  of  two  kinds:  teletext  and 
videotex.  In  a  teletext  system,  the  sig- 
nal piggybacks  invisibly  on  a  regular 
TV  broadcast  by  squeezing  between 
the  frames.  A  limited  amount  of  infor- 
mation, say  200  pages,  is  continually 


spewed  out  in  a  repeating  circle;  the 
viewer  can  retrieve  it  by  means  of  a 
keyboard  and  display  any  page  he  fan- 
cies. In  a  videotex  system,  on  the  oth- 
er hand,  which  costs  five  or  ten  times 
as  much  to  set  up  (currently  $10  mil- 
lion to  $20  million),  this  retrieval  ca- 
pability is  expanded  to  many  thou- 
sands of  pages  because  the  screen  is 
hooked  into  a  central  computer.  Vid- 
eotex can  also  accommodate  two-way 
transactions — the  user  can  buy  an  air- 
plane ticket  or  even  groceries. 


James  Pierson  and  Michael  Tyler  of  CSP  International 

One  disadvantage:  All  human  faces  wind  up  looking  like  Pac-Man. 
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Some  electronic  publishing  sys- 
tems, such  as  Dow  Jones'  News  Re- 
j  itrieval  Service  for  business  and  Mead 
iiCorp.'s  system  for  lawyers,  have  been 
available  for  years.  But  according  to 
Michael  Tyler,  president  of  CSP  Inter- 
national, a  leading  consultant,  that 
experience  is  misleading  for  publish- 
ers looking  for  a  wider  market.  "A 
[chemical  engineer  goes  into  a  system 
looking  for  every  paper  on  ethylene 
distillation — and  he's  happy  to  pay  for 
it,"  Tyler  points  out.  "Technical  or 
scientific  publications,  in  whatever 
media,  are  typically  financed  100%  by 
i  users."  But  a  mass  medium  has  to 
1  entertain  as  well  as  inform — yet  peo- 
ple won't  pay  as  much  for  something 
they  don't  absolutely  need.  Thus,  a 
;  viable  mass  market  in  electronic  pub- 
i  lishing  means  advertising. 

In  fact,  most  companies  launching 
teletext  and  videotex  systems  today 
plan  on  peppering  ads  through  the  in- 
formation. And  in  wooing  advertisers, 
electronic  publishing  is  at  a  distinct 
disadvantage  compared  with  color 
magazines  and  TV,  because  of  the 
lack  of  compelling  visual  display:  All 
ihuman  faces  wind  up  looking  like 
,  Pac-Man.  There  are  a  couple  of  com- 
pensating advantages.  First,  ads  can 
be  directed  at  a  very  specific  audience, 

lblishing 


because  people  will  only  tune  in  on 
pages  that  really  interest  them.  Video- 
tex, in  particular,  which  can  hook  up 
to  a  personal  computer,  offers  not 
only  ads  but  also  the  opportunity  for 
the  viewer  to  buy  on  the  spot.  And 
finally,  electronic  publishing  offers 
the  unique  ability  to  measure  precise- 
ly and  immediately  how  many  people 
view  each  ad. 

Using  data  from  a  Times-Mirror 
videotex  test  in  California  and  a  com- 
mercial British  teletext  system,  Tyler 
and  an  associate,  economist  James 
Pierson,  recently  tried  to  figure  out 
what  advertisers  might  be  willing  to 
pay.  Like  all  strategic  planners,  they 
had  to  pile  assumptions  on  top  of  each 
other.  They  came  up  with  a  range  of 
$1.70  to  $4.00  per  thousand  viewers 
(CPM),  depending  on  the  type  of  sys- 
tem and  ad,  as  compared  with  $3.18 
for  a  30-second  TV  spot  on  prime- 
time  network,  $5.35  for  a  full-page 
color  ad  in  a  golf  magazine  and  $125 
for  direct  mail  (1980  prices).  "The  fact 
that  people  are  willing  to  spend  so 
much  on  direct  mail  campaigns — 
which  we  see  as  similar  to  videotex  in 
many  ways — indicates  that  videotex 
should  be  appealing,"  Tyler  says.  If 
the  pictures  on  videotex  ever  get  up  to 
the  quality  of  a  glossy  catalog,  he 


thinks,  its  home-shopping  capability 
could  command  a  much  higher  price. 

An  important  caveat:  Tyler's  analy- 
sis so  far  is  based  on  the  long-term 
economics  of  these  systems.  It  ig- 
nores the  fact  that  electronic  publish- 
ing cannot  achieve  its  full  advertising 
potential  until  it  achieves  a  critical 
mass  of  viewers — a  lesson  any  cable 
TV  operator  could  tell  you.  Advertis- 
ing potential  may  be  fine,  but  penetra- 
tion is  what  counts. 

Tyler  believes  that  teletext  could 
have  20%  national  penetration  and 
videotex  10%  by  the  end  of  this  de- 
cade. At  those  levels,  the  new  elec- 
tronic media  will  be  able  to  garner 
about  half  of  its  potential  ad  revenues 
on  a  cost-per-thousand  basis,  he  says. 
Revenues  like  that  would  be  only  a 
tiny  fraction  of  total  1990  U.S.  ad 
spending — less  than  1%.  "That's  not 
something  existing  media  have  to  lie 
awake  at  night  worrying  about," 
Tyler  concedes.  A  cloud  smaller  than 
a  man's  hand,  you  might  say.  "Elec- 
tronic publishing  won't  be  a  huge 
business  in  1990,  but  it  may  be  by 
2000,"  Tyler  says.  Giant  newspaper 
and  magazine  publishers  like  Knight- 
Ridder  and  Time  Inc.  want  to  be  in- 
volved in  the  words-on-a-screen  busi- 
ness long  before  then.  ■ 
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Return  on  total  capital 
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per  share 
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5-year 

5-year 

12 
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5-year 

5 -year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

mpany 

rank 
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months 
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rank 

average 

months 
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rank 

average 

rank 

average 

w  Jones 

1 

32.4% 

32.0% 

0.2 

2 

29.4% 

26.5% 

12.3% 

5 

17.4% 

6 

17.1% 

n  &  Bradstreet 

2 

29.9 

31.4 

0.0 

1 

30.0 

31.5 

9.6 

10 

15.5 

6 

17.1 

luxe  Check  Printers 

3 

28.3 

27.4 

0.0 

3 

26.0 

24.6 

11.1 

11 

15.4 

5 

17.8 

shington  Post 

4 

24.2 

22.5 

0.2 

7 

19.3 

18.2 

6.1 

12 

14.9 

3 

20.3 

pital  Cities  Commun 

5 

22.5 

20.1 

0.2 

9 

17.9 

16.8 

14.1 

3 

20.8 

2 

22.9 

Graw-Hill 

6 

21.8 

21.3 

0.0 

5 

19.6 

19.6 

9.0 

15 

12.3 

4 

18.9 

nnett 

7 

21.8 

21.2 

0.3 

8 

18.0 

16.2 

12.2 

1 

24.4 

9 

16.7 

Z  Nielsen 

8 

20.7 

22.8 

0.1 

4 

20.1 

20.8 

6.9 

4 

19.1 

11 

15.7 

erpublic  Group 

9 

20.6 

15.6 

0.1 

6 

19.5 

15.2 

3.8 

6 

17.1 

12 

14.1 

nes  Mirror 

10 

20.3 

14.9 

0.5 

10 

16.8 

10.9 

6.3 

7 

16.3 

8 

16.9 

mifax 

11 

19.2 

19.1 

0.1 

11 

16.5 

15.9 

3.1 

17 

9.3 

17 

5.6 

sedith 

12 

17.8 

17.1 

0.4 

15 

12.2 

11.5 

6.0 

9 

15.5 

1 

27.9 

w  York  Times 

13 

17.1 

19.8 

0.4 

13 

14.7 

14.7 

6.3 

16 

11.5 

14 

13.4 

ight-Ridder  News 

14 

16.7 

14.0 

0.1 

12 

15.4 

12.3 

7.4 

14 

13.4 

10 

16.0 

it  Donnelley  &  Sons 

15 

15.5 

15.4 

0.0 

14 

13.7 

13.1 

6.3 

8 

16.2 

13 

13.8 

■ne  Inc 

16 

14.7 

11.6 

0.3 

16 

11.8 

9.1 

4.7 

2 

23.9 

15 

11.6 

ircourt  Brace  Jovan 

17 

13.7 

11.8 

0.6 

17 

9.9 

8.7 

3.6 

13 

14.5 

16 

5.9 

icmillan 

18 

2.7 

11.0 

0.2 

18 

3.3 

9.5 

4.9 

18 

0.9 

18 

-24.6 

Justry  medians 

20.5 

19.5 

0.2 

17.4 

15.6 

6.3 

15.5 

16.4 

1-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
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Look  for  more  trimming  and  belt-tightening 
as  the  diversified  companies  face  up  to  hard 
times  and  the  end  of  their  inflation  game. 


Diversified 
companies 


■■■■  ■■  \ 


By  Steve  Kichen 


T|he  present  economic  down- 
turn is  so  widespread  and  so 
deep  as  to  call  into  question  the 
very  uses  of  diversification.  To  be  suc- 
cessfully diversified,  in  theory,  is  to 
build  stability  into  profits  and  plan- 
ning. The  table  below  shows  that  the 
diversified  companies,  especially  the 
multicompanies,  are  not  living  up  to 
that  expectation.  The  five-year  aver- 
age return  on  equity  for  the  diversified 
companies  is  only  slightly  behind 
Forbes  industry  medians,  but  in  the 


stress  of  the  last  12  months  they  fell 
even  further  behind.  Indeed,  almost 
half  the  diversified  firms  have  a  12- 
month  return  on  equity  of  less  than 
10%.  Bangor  Punta  shows  the  low- 
est return — just  1.1%.  Chromalloy 
American  is  running  at  a  deficit. 

The  median  for  the  group's  12- 
month  return  on  equity  would  be  even 
lower  were  it  not  for  a  few  standouts. 
Northwest  Industries,  Raytheon,  Lit- 
ton Industries  and  Whittaker  show 
returns  greater  than  20% .  And  peren- 
nially strong  Teledyne  has  a  12- 
month  return  on  equity  of  21.9%. 


Most  of  today's  diversified  firms  art 
coping,  not  only  with  little  or  no  sale: 
growth,  large  amounts  of  overcapac 
ity  and  foreign  competition,  but  alsc 
with  persistent  skepticism  on  Wal 
Street.  Thus,  despite  an  earnings  rec 
ord  that  many  another  firm  woulc 
envy,  Litton  is  trading  at  6.5  time: 
estimated  1982  earnings.  Gulf  & 
Western  and  Kidde  are  priced  respec 
tively  at  6.4  and  6.1  times  estimatec 
1983  earnings. 

This,  at  a  time  when  even  an  un 
spectacular  single-minded  company 
like  Clorox  is  selling  at  13.5  time; 


Diversified  companies 


Yardsticks  of  management  performance 
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5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yei 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avers 

Multicompanies 

IU  International 

1 

23.1%t 

9.7% 

0.8 

12 

9.9%  t 

7.0% 

1.6% 

21 

3.9%  i 

5 

17.1 

Esmark 

2 

22.6 

■14.0 

0.6 

7 

13.5 

10.1 

2.7 

22 

-1.8 

4 

17.9 

Minn  Mining  &  Mfg 

3 

22.4 

18.6 

0.1 

1 

19.4 

16.4 

9.7 

5 

12.7 

9 

14.2 

American  Brands 

4 

21.7 

19.7 

0.3 

4 

15.9 

15.1 

5.8 

9 

9.7 

2 

18.5 

American  Standard 

5 

21.4 

6.8 

0.4 

5 

15.2 

5.7 

2.0 

15 

7.6 

1 

18.91 

General  Electric 

6 

20.4 

19.2 

0.1 

2 

18.2 

17.7 

6.6 

7 

11.1 

11 

12.3 

Rollins 

7 

20.3 

17.7 

0.2 

3 

17.1 

14.7 

8.1 

4 

13.8 

10 

12.41 

Martin  Marietta 

8 

17.7 

11.5 

0.2 

8 

12.9 

6.7 

3.9 

2 

16.8 

6 

16.1 

Westinghouse  Electric 

9 

15.6 

15.8 

0.3 

6 

13.5 

13.4 

4.7 

18 

7.0 

3 

18.4 

City  Investing 

10 

15.2 

8.9 

1.3 

15 

9.8 

8.7 

1.6 

1 

16.9 

7 

16.1 

Borg-Wamer 

11 

14.2 

13.7 

0.1 

9 

12.8 

12.3 

5.6 

12 

8.9 

8 

14.71 

FMC 

12 

13.4 

12.3 

0.3 

13 

9.9 

9.2 

4.4 

10 

9.5 

12 

9.3 

Union  Carbide 

13 

13.0 

7.9 

0.3 

17 

9.2 

6.0 

4.6 

8 

10.4 

16 

4.1 

Textron 

14 

12.7 

8.2 

0.2 

10 

10.7 

7.4 

3.3 

19 

6.7 

17 

3.9 

RCA 

15 

12.4 

9.9 

0.9 

13 

9.9 

7.8 

2.8 

11 

9.0 

18 

3.2 

Household  Intl 

16 

12.3 

8.9 

2.1 

22 

6.7 

5.6 

1.8 

3 

14.6 

14 

4.4 

Corning  Glass  Works 

17 

11.9 

3.0 

0.2 

11 

10.4 

3.1 

2.1 

14 

7.8 

13 

7.2 

Note:  Explanation  of  Yardsticks  calculations  on  page  50 
tFour  year  growth    tFour-year  average. 
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tj  earnings.  Besides  breeding  sharehold- 
I  er  discontent,  substantial  discounts 
||  from  the  market  multiple  make  such 
>|  companies  vulnerable  to  takeover  and 
:;  limit  their  ability  to  raise  new  capital 
j  through  the  sale  of  new  stock. 

That's  why  some  of  the  best-known 
1  diversified  companies  are  leaning 
III  down  and  cleaning  house.  RCA,  for 
l)  example,  is  trying  to  sell  its  car-  and 
J[  truck-leasing  business.  Hertz  is  defi- 
I  nitely  for  sale.  General  Electric  sold 

■  its  central-air-conditioning  oper- 
I  ations  to  Trane  Corp.  U.S.  Industries, 
I  Fuqua,  American  Brands  and  Corning 
I  Glass  Works  sold  subsidiaries.  And 
I  after  disposing  of  Harley-Davidson 
|  motorcycle,  powerboat  and  sports- 

■  wear  operations  the  year  before,  AMF 
in  1982  sold  certain  portions  of  its 

f  electronics  business  and  its  lawn,  gar- 
I  den  and  wheel  goods  divisions. 

In  a  fair  number  of  cases,  the  restruc- 
f  turing  of  empires  built  in  the  1960s — 
I  through  spinoffs,  leveraged  buyouts, 
!'  consolidation,  asset  sales  and  liquida- 
i  tion — amounts  to  more  than  mere  tin- 
>  kering.  Textron,  which  pioneered  the 
(  conglomerate  form  under  Royal  Little, 
,  has  slimmed  down  from  35  divisions 
I  in  1961  to  24  divisions  today. 

Rolland  Williams,  an  analyst  at  E.F. 
I  Hutton,  sees  a  pattern  in  a  lot  of  these 
moves — away  from  capital-intensive 
businesses.  "The  trend  will  continue 

diversified  companies 
Yardsticks  of  management  performance 
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rank 
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rank 

average 

National  Distillers 

18 

11.7% 

8.9% 

0.2 

16 

9.6% 

7.5% 

5.2% 

17 

7.2% 

19 

3.0% 

ntl  Tel  &  Tel 

19 

11.2 

10.4 

0.5 

18 

9.0 

8.1 

3.8 

13 

8.1 

15 

4.2 

IMF 

20 

10.8 

7.5 

0.4 

20 

8.2 

6.2 

2.9 

20 

4.8 

21 

0.3 

Coppers 

21 

10.4 

3.4 

0.4 

19 

8.6 

4.3 

1.7 

6 

11.7 

22 

-0.8 

)lin 

22 

9.2 

8.9 

0.4 

21 

7.1 

6.9 

3.8 

16 

7.3 

19 

3.0 

J  S  Industries 

23 

3.6 

7.6 

0.2 

23 

4.0 

7.3 

3.3 

23 

-4.1 

23 

-9.7 

rledians 

13.4 

9.7 

0.3 

9.9 

7.5 

3.8 

8.9 

9.3 

Conglomerates 

Teledyne 

1 

32.3% 

21.9% 

0.3 

1 

23.4% 

16.7% 

12.5% 

19 

9.7% 

4 

35.4% 

Northwest  Industries 

2 

26.7 

28.0 

0.5 

4 

15.4 

15.9 

9.7 

9 

15.8 

7 

23.1 

Raytheon 

3 

24.4 

21.3 

0.0 

2 

23.0 

20.7 

5.8 

8 

16.1 

9 

22.1 

ear  Siegler 

4 

24.2 

17.0 

0.4 

5 

15.0 

12.9 

4.7 

12 

14.4 

8 

22.2 

iVhittaker 

5 

22.1 

20.2 

0.4 

3 

18.2 

20.3 

4.2 

14 

13.7 

3 

56.8 

-itton  Industries 

6 

19.5 

22.6 

0.1 

9 

14.0 

17.4 

6.4 

24 

6.8 

2 

67.2 

Vlco  Standard 

7 

19.2 

17.3 

0.6 

8 

14.1 

12.8 

2.2 

5 

17.2 

14 

13.5 

TRW 

8 

19.1 

14.0 

0.2 

11 

12.5 

9.2 

3.7 

16 

12.1 

15 

10.8 

iendix 

9 

19.1 

9.0 

0.3 

6 

14.9 

7.9 

3.2 

21 

7.9 

10 

17.1 

>cott  &  Fetzer 

10 

17.8 

15.0 

0.4 

7 

14.1 

11.6 

4.4 

11 

14.9 

21 

8.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 


What's  a  conglomerate? 


This  year,  after  considerable 
wrangling  by  Forbes  editors  and 
statisticians,  multicompanies  and 
conglomerates  are  being  carried  to- 
gether under  a  single  banner — di- 
versified companies.  By  either 
name,  multicompany  or  conglom- 
erate, a  firm  must,  in  general,  be  in 
at  least  four  sizable  and  distinct 
lines  of  business  to  be  included. 

The  multicompany  category  con- 
tains those  firms  that  usually  show 
only  limited  activity  on  the  acquisi- 
tion front.  Over  the  last  several 
years  most  of  the  growth  of  these 
companies,  such  as  it  is,  has  been 
internal.  Koppers  is  a  good  example. 

Conglomerates,  in  contrast,  are 
companies  that  Forbes  considers 
to  be  still  actively  acquiring  or  di- 
vesting other  firms  or  holding  a 
number  of  investment  positions  in 
other  firms.  Teledyne's  equity 
portfolio  includes  more  than  20% 
of  Brockway  Glass,  Litton  Indus- 
tries and  Reichhold  Chemicals  and 
more  than  50%  of  Curtiss-Wright. 
Another  active  conglomerate,  Gulf 
&  Western,  has  a  20%  or  larger 


interest  in  Amfac,  Esquire,  Gener- 
al Tire  &  Rubber,  Libbey-Owens- 
Ford,  Mohasco,  Munsingwear  and 
J.P.  Stevens. 

Needless  to  say,  many  compa- 
nies fall  on  the  border  between 
multicompanies  and  conglomer- 
ates Multicompany  General  Elec- 
tric, for  one,  has  recently  acquired 
several  small  high-technology 
firms,  while  conglomerates  Scott 
&  Fetzer  and  Chromalloy  Ameri- 
can have  been  largely  inactive  on 
the  acquisition  front. 

In  this  year's  survey,  22  firms 
have  been  dropped  from  the  diver- 
sified companies  section,  but  they 
still  appear  in  one  or  more  of  the 
other  sections  of  this  issue. 

Over  the  last  several  years  these 
firms  have  restructured  their  oper- 
ations and  no  longer  meet  our 
qualification  of  running  at  least 
four  distinct  businesses.  Among 
the  dropouts:  Avco,  Brunswick, 
Dillingham,  GAF,  General  Tire  &. 
Rubber,  LTV,  NL  Industries,  SCM, 
Rockwell  international,  Sperry  and 
Transamerica. — S.K. 
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to  be  toward  the  high- 
return  industries  in 
technology  and  services 
rather  than  the  low-re- 
turn capital-intensive 
businesses  such  as  cement  and  zinc 
that  Gulf  &  Western  is  getting  rid  of, 
for  example,"  says  Williams. 

While  they  are  at  it,  a  few  diversi- 
fied companies  might  well  be  buying 
back  their  own  shares.  Over  the  last 
two  years  at  least  10  of  the  39  diversi- 
fied firms  did  some  significant  stock 
repurchasing.  Among  them:  Minneso- 
ta Mining  &  Manufacturing,  IC  In- 
dustries, Esmark,  Whittaker,  Scott  &. 
Fetzer,  Fuqua  Industries  and  North- 
west Industries.  Other  things  being 
equal,  the  tactic  automatically  boosts 
per-share  earnings  simply  by  reducing 
the  number  of  shares  outstanding. 
Thus,  even  if  stock  prices  continue  to 
rise,  real  laggards  such  as  Chromalloy 
American,  Northwest  Industries  and 
AMF  might  still  find  it  worthwhile  to 
buy  back  their  own  shares. 

Still,  the  impulse  to  merge  and  ac- 
quire remains.  Early  in  1982  Alleghe- 
ny International  completed  the  acqui- 
sition of  Sunbeam,  the  world's  largest 
maker  of  small  appliances.  Signal 
Cos.  is  expected  to  merge  with  Wheel- 
abrator-Frye  (see  p.  130).  American 
Brands  recently  announced  plans  to 


acquire  Pinkerton.  Gulf  &  Westerr 
acquired  the  domestic  hosiery  anc 
socks  business  of  Burlington  Indus 
tries.  And,  of  course,  after  that  nois) 
battle  and  stock  swap,  Allied  Corp 
(see  pp.  89,  117)  is  on  the  way  to  con 
trolling  all  of  Bendix  and  39%  of  Mar 
tin  Marietta. 

The  restructuring  of  diversified  com 
panies  should  continue.  John  Grant 
executive  vice  president  of  finance  anc 
administration  for  American  Standard, 
thinks  many  managers  will  be  forced 
by  declining  inflation  and  lower  inter 
est  rates,  to  redefine  what  their  compa 
nies  are  all  about.  Says  Grant:  "Firm 
will  be  taking  a  harder  look  at  divesti 
tures  and  liquidations." 

Similar  thoughts  are  reflected  b} 
J.F.  Bradley,  executive  vice  presiden 
of  Scott  &  Fetzer,  the  Lakewoodl 
Ohio-based  conglomerate,  "If  you  an 
going  into  a  noninflationary  period  i 
suggests  a  time  of  greater  stability 
and  if  financing  costs  are  lower  i 
should  open  up  opportunities  for  ac 
quisitions  and  divestitures."  Howeve 
many  or  few  businesses  a  diversifies 
company  runs,  Bradley  cautions,  i 
will  have  to  run  them  well.  "The  in 
ability  to  raise  prices,"  he  says,  "will 
force  a  lot  more  emphasis  on  efficien 
cy,  reducing  unit  costs  and  increasin; 
product  quality."  ■ 


Diversified  companies 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5 -ye 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avei 

Bangor  Punta 

11 

17.1% 

1.1% 

0.6 

15 

9.8% 

2.7% 

0.5% 

6 

16.3% 

1 

82i 

United  Technologies 

12 

16.7 

13.3 

0.3 

10 

12.7 

10.0 

3.0 

3 

22.1 

16 

10.< 

W  R  Grace 

13 

16.4 

16.8 

0.6 

12 

11.4 

10.9 

5.5 

17" 

10.4 

18 

9.1 

Ogden 

14 

16.2 

11.5 

1.4 

19 

8.7 

6.8 

2.8 

23 

6.9 

19 

8.: 

Figgie  international 

15 

15.9 

16.6 

0.7 

17 

9.0 

9.8 

3.6 

22 

7.6 

11 

16- 

Kidde 

16 

15.6 

14.1 

0.6 

14 

10.0 

9.4 

3.4 

10 

15.7 

13 

14.: 

Gulf  &  Western  Inds 

17 

15.6 

8.2 

0.8 

18 

8.8 

6.7 

3.2 

15 

13.4 

22 

8. 

Signal  Cos 

18 

14.9 

8.3 

0.4 

13 

11.4 

7.1 

2.7 

7 

16.2 

12 

16. 

Allegheny  Intl 

19 

13.7 

6.1 

0.8 

20 

8.4 

6.2 

2.3 

13 

13.9 

17 

10.1 

Penn  Central 

20 

12.8t 

10.6 

0.5 

16 

9.5t 

8.0 

4.6 

1 

56.it* 

5 

31. 

Amfac 

21 

12.0 

4.6 

0.7 

22 

7.8 

4.1 

1.1 

18 

10.2 

23 

5. 

IC  Industries 

22 

9.9 

5.4 

0.6 

24 

6.3 

4.5 

1.9 

4 

19.6 

20 

8.' 

Sybron 

23 

9.7 

4.8 

0.4 

21 

7.9 

4.7 

2.0 

25 

5.5 

24 

o.. 

Chromalloy  American 

24 

9.1 

def 

0.8 

23 

6.7 

def 

'def 

20 

8.7 

25 

-6. 

Fuqua  Industries 

18.2 

3.5 

8.2 

1.3 

2 

29.6 

6 

25. 

Medians 

16.6 

14.0 

0.5 

11.4 

9.2 

3.2 

13.9 

14. 

Industry  medians 

15.6 

11.1 

0.4 

10.4 

8.1 

3.4 

10.4 

12. 

All-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12. 

Note:  Explanation  of  Yardsticks  calculations  on  page  SO 

tFour-year  average    ttThree  year  growth    def  deficit    "Not  available;  not  ranked. 
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How  do  the  middle-ranking  companies  in  FORBES'  industry  groups  and 
subgroups  compare  with  one  another  in  sales  and  profit  growth? 


Who's  where 
in  the 
industry 
groups 


Are  we  in  the  trough?  Look  at  the  tables  on  the  next 
two  pages,  rounding  up  growth  and  profitability  for 
h  the  46  industry  groups  and  the  61  subgroups  sur- 
veyed in  this  issue.  The  all-industry  median  return  on 
stockholders'  equity  was  down  to  12.7% .  That's  the  lowest 
for  the  Forbes  Report  on  American  Industry  in  seven  years, 
and  substantially  below  the  five-year  average  of  15.9% . 

Put  it  in  context,  however:  A  year  ago  the  median  ROE 
was  an  admittedly  higher  14.7%.  Then,  though,  inflation 
was  running  at  10%,  while  over  the  12-month  period 
surveyed  for  the  1982  figures,  it  averaged  only  5.1%,  as 
measured  by  the  Consumer  Price  Index.  The  median  fell, 
but  inflation  fell  much  faster. 

It  was  a  rare  industry  last  year  that  was  able  to  match  its 
own  five-year  average.  Only  five  did  so:  oilfield  drillers  and 
services,  beverages,  wholesalers,  supermarkets  and  elec- 
tric utilities.  Electric  utilities?  Yes,  because  of  the  regula- 
tory lag — public  service  commissions  grudgingly  giving 
ground  on  rates,  sometimes  nudged  along  by  the  courts  (see 
p.  103),  while  a  lessened  inflation  rate  was  easing  the 
utilities'  costs.  Oilfield  drillers  and  services,  at  the  top  of 
the  list,  is  a  profitable  business  by  any  account.  But  it  was 
much  more  profitable  during  the  12-month  period  ended 
Sept.  30  than  it  has  been  since. 


Within  each  industry  there  are  some  interesting  vari- 
ations. The  specialty  retailers  industry,  for  example,  failed 
to  match  its  five-year  average  in  median  ROE,  but  the  fast- 
food  subgroup  did  better  than  drug  chains  because  food 
inflation  last  year  was  lower  than  general  inflation.  Simi- 
larly, natural  gas  pipeliners  and  distributors  had  a  better 
record  than  producer-pipeliners  or  pure  distributors. 

How  do  the  46  industries  stack  up  against  one  another? 
At  the  top,  after  oilfield  drillers  and  services,  the  enor- 
mously profitable  tobacco  industry,  followed  by  publish- 
ing, health  care,  broadcasting  and  drugs.  At  the  bottom: 
airlines,  the  thrifts,  autos  and  trucks,  steel,  railroads  and 
apparel.  In  the  middle  range  there  are  a  few  surprises.  The 
brokerage  business,  buoyed  by  the  rally,  ranks  12th  in 
median  return  on  equity,  just  behind  electronics;  just 
below  are  truckers  and  shippers.  And  both  outrank  the 
computer  industry. 

In  tracking  these  industry  performances,  we  use  medi- 
ans rather  than  averages  to  avoid  distortions  because  of 
windfall  profits  at  the  top  or  staggering  losses  at  the 
bottom.  The  medians,  in  effect,  typify  companies  in  the 
middle  ranks,  and  the  yardsticks,  then,  are  the  means  to 
measure  a  company  against  its  industry  median,  and 
against  others  in  its  industry. 
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Industry  medians 

i&rGStlCKS  Ol  iniin&geineiic  perionncuicc 

Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Ivi /fuel  w 

iiiuusLi  y 

latest 
5-year     5-year  12 

rinlr              ii'priop  mnntnL' 
ItillK             dVCKagC  IllUlllIla 

debt/ 
equity 

latest 
5-year     5-year  12 

ranlr             qvptiop     tyi nnt  nt 
IdllK              dVCIdgC  111U11U19 

net 
profit 

uidrgiii 

5-year  5-year 
rank  average 

5-year  5-yea 
rank      3  vers 

Oilfi      ■    )  rill  pre  anH  QprvirPQ 

1         21.9%  23.0% 

0.4 

7         15.4%  14.6% 

11.5% 

2  22.8% 

3  19.5' 

Tobacco 

2        21.7  19.7 

0.3 

13         13.5  12.1 

5.8 

17  15.1 

fir  18.5 

Publishing 

3        20.5  19.5 

0.2 

1          17.4  15.6 

6.3 

15  15.5 

10  16.4 

Health  care 

4        20.4  19.4 

0.3 

12         13.8  14.4 

6.8 

9  18.2 

2  20.4 

Broadcasting 

5        20.3  16.7 

0.2 

2         16.8  14.0 

6.2 

22  13.5 

5  18.8 

Drugs 

6        20.2  16.8 

0.2 

6         15.5  14.0 

9.6 

30  11.8 

29  11.0 

Office  equipment  and  services 

Office  equipment 
Office  services 

7         19.7  15.0 

—  17.7  10.7 

—  23.1  17.1 

0.3 

0.3 
0.2 

4         15.8  12.0 

—         14.3  9.0 
18.4  15.2 

3.4 

3.8 
3.4 

6  19.9 

—  13.8 

—  23.2 

14  14.7' 

—  9.2 

—  17.5i 

Toiletries  and  cosmetics 

8         19.1  17.7 

0.2 

9         15.3  13.1 

6.7 

29  12.0 

25  12.01 

Energy 

International  oils 
Other  oil  and  gas 
Coal 

9         18.8  12.1 

—  18.8  10.7 

—  18.8  12.6 

—  10.0  11.8 

0.5 

0.2 
0.5 
0.5 

17         12.7  8.0 

—  13.9  8.5 

—  12.8  8.0 

—  6.7  6.9 

3.6 

3.1 
4.0 
3.4 

7  19.7 

—  17.3 

—  22.4 
10.9 

18  12.9 

—  12.51 

—  14.2 

—  -6.7 

Electrical  equipment 

10         18.6  15.9 

0.2 

3         16.6  13.3 

5.5 

12  15.8 

13  15.2 

Electronics 

11         18.5  12.0 

0.3 

11         14.9  10.3 

5.0 

14  15.6 

9  17.11 

Brokerage 

12         18.3  18.2 

0.4 

7         15.4  16.8 

4.3 

1  33.8 

4  19.3 

Truckers  and  shippers 

Truckers 

Other  surface  transportation 

12         18.3  10.9 

—  20.9  12.5 

—  14.8  10.7 

0.7 

0.8 
0.5" 

29         10.0  8.1 

—  10.1  8.5 

—  9.8  7.0 

3.0 

3.1 

2.8 

30  11.8 

—  12.1 

—  6.9 

30  10.7 

—  12.8 

—  8.9 

Specialty  retailers 

Drug  chains 
Fast  food  chains 
Other  specialists 

14         18.1  16.7 

  19.6  17.4 

—  19.4  20.8 

—  16.3  10.3 

0.5 

0.6 
0.9 
0.4 

16         13.2  11.1 

—  14.4  12.4 

—  10.7  12.1 

—  12.9  8.9 

2.5 

2.8 
3.9 
2.1 

10  17.0 

  18.6 

—  18.2 

—  13.9 

11  16.1 

  17.£ 

—  16.7 

—  14.3 

Computers 

15        17.9  12.7 

0.3 

5         15.6  10.9 

5.9 

3  22.7 

1         21. ( 

Insurance 

Life  and  accident 
Fire  and  casualty 
Multiple  line 

15         17.9  12.9 

—  14.6  11.0 

—  20.2  13.3 
  19.0  15.7 

0.1 

0.1 
0.1 
0.1 

10         15.2  11.0 

—  12.9  9.7 

—  19.3  13.1 
  15.3  14.4 

7.0 

7.9 
6.3 
7.2 

20  13.9 

—  11.8 

—  15.2 
  12.8 

8  17.3 

—  lO.f 

—  20.: 
  ig  c 

Aerospace  and  defense 

17         17.7  11.4 

0.3 

15         13.3  10.2 

3.2 

19  14.0 

24  12.1 

Leisure 

Hotels  and  gambling 

Entertainment 

Recreation 

18         17.5  14.7 

—  20.9  10.2 

—  17.5  16.2 

—  16.1  15.0 

0.4 

1.1 
0.2 
0.3 

21          11.4  10.2 

—  10.4  8.0 

—  14.0  15.4 

—  12.2  12.6 

5.3 

4.5 
7.6 
5.3 

27  12.9 

—  12.6 

—  16.4 

—  11.5 

21  12.< 

—  19/ 

—  12.: 

—  12. 

Beverages 

Alcoholic  beverages 
Soft  drinks 

19         17.1  18.0 

—  13.2  10.0 

—  22.6  21.6 

0.3 

0.2 
0.5 

23         11.0  11.2 

—  10.2  7.3 

—  15.2  15.6 

5.2 

5.2 
5.4 

28  12.3 

—  8.8 

—  15.2 

16  13.: 

—  Ill 

—  13.: 

Industrial  equipment  and  services 

Production  equipment 
Specialty  equip,  materials 
Industrial  services 

20         16.5  12.8 

—  15.9  9.3 

—  15.9  12.9 

—  22.5  19.8 

0.3 

0.3 
0.3 
0.5 

14         13.4  9.6 

—  13.2  7.6 
13.4  10.5 

—  14.1  14.5 

3.9 

3.6 
3.9 
5.9 

24  13.2 

12.9 

—  12.6 

—  24.0 

17  13.1 

—  9.: 

—  LfJ 

—  22.: 

Wholesalers 

Food  distributors 
Other  wholesalers 

20         16.5  16.6 

—  14.9  14.9 

—  16.9  18.6 

0.6 

0.6 
0.6 

19         11.9  11.9 

—  10.9  10.6 

—  13.8  13.3 

1.3 

0.8 
2.1 

21  13.6 

—  13.6 

—  12.8 

20  12. 

—  10.; 

—  13.. 

Supermarkets 

Major  chains 
Regional  chains 

22         16.4  16.9 

18.8  19.3 
—        14.7  14.2 

0.9 

0.9 
0.9 

27         10.3  10.7 

11.5  11.8 
—         10.1  10.2 

1.1 

1.3 
■  1.1 

26  13.1 

—  13.3 

—  12.7 

15  14. 

—  15. 

—  12. 

Contractors 

Heavy  construction 
Home  building 

23         16.0  11.5 

—         16.4  16.0 
12.3  def 

0.3 

0.3 
0.8 

22         11.1  7.6 

13.2  12.6 
—          8.1  1.7 

1.7 

1.8 
def 

16  15.4 

—  16.1 

—  12.7 

7  18. 

=  1 

Natural  gas 

Producers  and  pipeliners 
Pipeliners  and  distributors 
Distributors 

24         15.7  15.1 

—  18.7  17.9 

—  20.3  21.6 
13.7  12.1 

0.7 

0.6 
0.5 
0.7 

35           8.9  9.0 

—  9.7  9.2 
10.5  10.7 

—  8.0  7.6 

4.0 

4.2 
5.7 
3.2 

4  20.7 

—  25.2 

—  22.4 

—  19.0 

31  9. 

=  it 

—  7. 

Note:  Explanation  of  Yardsticks  calculations  on  page  SO    def:  deficit. 
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1  dustry  medians 

5  rdsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return 

on  equity 

Return 

on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

j-ustry 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

rsified  companies 

25 

15.6% 

11.1% 

0.4 

26 

10.4% 

8.1% 

3.4% 

40 

10.4% 

n  jo; 

12.4  /o 

i  4ul ncompames 

— 

13.4 

9.7 

0.3 

— 

9.9 

7.5 

3.8 

— 

8.9 

9.3 

Conglomerates 

lo.o 

14.0 

0.5 

11.4 

9.2 

3.2 

13.9 

— 

14.2 

i  nded  foods 

26 

15.4 

14.0 

0.4 

18 

12.2 

11.0 

2.9 

32 

11.4 

26 

11.4 

piversified 

16.0 

14.9 

0.4 

12.5 

10.9 

2.6 

11.4 

— 

10.4 

;:  pecialized 

15.3 

12.7 

0.3 

11.9 

12.8 

3.5 

z 

11.3 

— 

11.9 

1  emicals 

•77 

mi 

13.  L 

1  ft  7 

1U./ 

ft  1 

Id 

10.5 

8.0 

4.0 

a 

11.3 

32 

9.0 

rOiversified 

1  'X  1 

Q  C 

y.D 

U.o 

9.7 

7.6 

A  A 

4.4 

10.5 

— 

4.5 

f  specialized 

z 

18.1 

12.5 

0.4 

11.8 

8.6 

5.5 

12.9 

— 

12.8 

j  ecommunications 

Oft. 

14.3 

14.1 

ft  0 

u.v 

7.6 

7.6 

ft  7 

O./ 

1  3  t 

13.5 

36 

7.7 

iks 

29 

14.4 

13.7 

0.3 

20 

11.6 

11.4 

5.4 

5 

20.5 

97 

ill 

1  1.3 

Wew  York  banks 

— 

14.7 

15.3 

0.5 

— 

1 1.6 

12.1 

4.1 

— 

21.8 

1  1  1 
11.2 

i  Regional  banks 

— 

14.3 

13.6 

0.3 

— 

11.6 

11.2 

5.9 

— 

19.7 



11.4 

ancial  services 

30 

14.2 

10.7 

1.0 

30 

9.5 

8.4 

3.3 

13 

15.7 

12 

15.5 

>d  processors 

30 

14.2 

12.6 

0.4 

24 

10.9 

9.8 

1.8 

39 

10.5 

27 

11.3 

ideatpackers 

11.2 

17.5 

0.6 

8.6 

10.8 

1.6 

7.8 

1.4 

1  Agricultural  commodities 



16.2 

12.4 

0.4 



12.0 

9.3 

3.4 



12.8 

z 

15.4 

1  usehold  goods 

32 

13.5 

7.5 

0.4 

32 

9.2 

6.2 

2.3 

38 

10.7 

s  n 

Appliances 

12.4 

5.7 

0.5 

8.9 

5.9 

1.9 

7.4 

7  1 

?,  "lousewares  and  furnishings 

— 

9.7 

3.4 

0.4 

— 

8.1 

4.8 

1.1 

— 

10.7 

2  4 

E  -fousekeeping  products 

1  7  A. 

1  f  .1 

U.o 

14.1 

14.1 

D.O 

1 1  .U 

1 1.2 

to  suppliers 

33 

12.8 

9.3 

0.4 

27 

10.3 

7.5 

2.9 

42 

9.6 

40 

5.6 

Tire  and  rubber 



5.8 

5.7 

0.5 



5.7 

4.7 

1.8 



6.5 

-3.8 

('arts  makers 



14.0 

9.4 

0.4 



1 1.0 

7.9 

3.2 



11.8 

6  2 

-  as  tract  ion,  mining,  rail  equipment 

33 

12.8 

3.2 

0.5 

39 

7.8 

3.3 

1.6 

41 

10.2 

38 

6.3 

-leavy  equipment 

11.6 

1.5 

0.4 

9.3 

2.4 

0.8 

9.8 

1.8 

3  a  i  1  pnninmpnt 



12.8 

4.7 

1.2 



7.5 

4.0 

2.9 



10.5 

z 

9.2 

rest  products 

35 

12.6 

6.1 

0.5 

34 

9.0 

4.9 

3.3 

35 

11.1 

39 

6.0 

■ctric  utilities 

36 

12.3 

13.8 

0.9 

44 

6.9 

7.2 

11.2 

18 

14.7 

42 

3.4 

Northeast 

12.3 

13.6 

0.8 

6.9 

7.1 

10.5 

13.5 

— 

3.0 

Vt  l  n  wpct 



12.4 

13.9 

0.9 



6.9 

7.2 

12.6 



14.7 

— 

2.8 

Southeast 



11.9 

12.9 

0.9 



6.7 

6.9 

10.8 



15.3 

3.4 

Southwest 



14.1 

15.5 

0.8 



7.7 

8.0 

11.9 



19.4 



4.7 

West 

— 

12.0 

14.8 

0.9 

— 

7.3 

7.9 

12.6 

— 

20.3 

— 

3.6 

neral  retailers 

37 

12.0 

9.7 

0.8 

38 

8.6 

7.6 

2.3 

36 

11.0 

37 

7.0 

Dpnartmpnt  stnrpQ 

i — '  LL'tlllllltlll 

— 

12.1 

10.5 

0.6 

— 

8.8 

8.4 

2.6 

— 

10.4 

7.5 

Discount  and  variety  stores 

11./ 

O  7 

0.  / 

u.y 

7.5 

6.2 

1.6 

12.2 



6.1 

ckaging 

38 

11.8 

8.3 

0.4 

37 

8.7 

6.3 

2.5 

37 

10.8 

34 

8.4 

aiding  materials 

39 

11.4 

3.1 

0.4 

33 

9.1 

3.3 

1.3 

43 

9.5 

41 

5.3 

Lumber 

10.9 

def 

0.6 

7.8 

1.7 

def 

10.7 

— 

2.1 

(~*pmpnf  ann  pvnQiim 

v —    1 1 1  <-  1 1 1  ail\J  EyUo  

12.3 

def 

0.6 

9.2 

2.8 

0.5 

9.5 

10.3 

Other  buildmg  materials 

z 

10.4 

3.1 

0.4 

I 

8.2 

3.4 

1.0 

z 

7.8 

— 

3.3 

Building  equipment 

17.4 

10.3 

0.4 

— 

12.8 

8.7 

3.2 

- 

10.0 

16.0 

•nferrous  metals 

40 

11.2 

def 

0.5 

31 

9.4 

0.7 

def 

33 

11.3 

33 

8.9 

iparel 

41 

11.0 

10.0 

0.3 

36 

8.8 

8.5 

2.9 

46 

7.3 

18 

12.9 

Clothing 

YL.o 

iu.y 

U.o 

10.9 

10.1 

3  n 

o.U 

7  1 

16.5 

Textiles 

— 

8.7 

4.5 

0.4 

— 

6.7 

4.4 

1.8 

5.7 

5.0 

Shoes 

23.1 

20.0 

0.2 

16.7 

14.9 

4.2 

12.6 

18.7 

11  1  FAl  (It 

IlinfBtln 

41 

11.0 

9.5 

0.5 

42 

7.3 

6.6 

6.3 

24 

13.2 

21 

12.4 

eel 

43 

9.0 

1.7 

0.4 

40 

7.6 

2.9 

0.7 

45 

8.7 

43 

-3.7 

utos  and  tracks 

44 

8.6 

def 

0.3 

42 

7.3 

3.3 

1.3 

44 

9.3 

44 

-5.1 

lie  thrifts 

45 

3.7 

def 

0.5 

45 

4.6 

def 

def 

8 

18.6 

46 

-16.7 

idines 

46 

2.8 

def 

1.6 

46 

4.5 

0.5 

def 

11 

16.1 

45 

-14.3 

11-industry  medians 

15.9 

12.7 

0.4 

11.0 

9.3 

3.4 

13.3 

12.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  50. 
def:  deficit. 
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The  most  important  Yardstick  is  the  net  income  companies  are  able  to 
earn  on  their  invested  capital.  Here  are  the' rankings  for  1982. 


Who's 
where  in 
profitability 


T|  he  money  that's  at  most  risk  in  any  company  is  the 
capital  put  up  by  shareholders  or  reinvested  in  the 
business  out  of  earnings.  So  how  much  money  man- 
agement is  able  to  make  by  investing  that  shareholder 
equity  has  always  been  regarded  as  the  basic  measure  of 
profitability. 

But  return  on  equity  by  itself  can  be  a  misleading  mea- 
sure. Some  companies  borrow  at  least  as  much  or  more 
over  long  periods  and  invest  that  in  the  business,  too, 
while  others  do  not.  So  the  most  important  measure  of 
profitability  is  return  on  total  capital — stockholder  equity 
plus  long-term  debt. 

That's  why  each  company  in  the  Forbes  Annual  Report 
on  American  Industry  is  ranked  both  ways  in  the  following 
profitability  table.  Comparing  the  two  columns  can  be 
quite  instructive.  American  Home  Products  ranks  25th  in 
five-year  average  return  on  equity  with  33.5%,  behind 
17th-ranked  Mitchell  Energy  with  37.2%,  for  example.  But 
now  look  at  return  on  capital.  On  a  five-year  basis,  heavily 
leveraged  Mitchell  managed  only  a  13%  return  on  capital, 
which  ranks  it  a  mediocre  354th.  Debt-free  American 
Home's  33.5%  five-year  return  on  capital,  however,  ranks 
a  dazzling  6th  out  of  992  companies  ranked.  And  if  you 
look  at  the  latest  12-month  figures,  American  Home's 


32.9%  return  on  capital  is  simply  leagues  ahead  of  glut- 
plagued  Mitchell's  measly  9%  return. 

How  has  big  business  been  holding  up  against  inflation 
in  recent  years?  The  numbers  below  paint  a  gloomy  pic- 
ture. Using  the  federal  government's  gross  national  prod- 
uct price  deflator  as  a  rough  guide,  inflation  has  averaged 
7.7%  a  year  over  the  past  five  years.  Just  about  one  quarter 
of  the  thousand  largest  U.S.  companies  weren't  able  to 
match  that  in  return  on  capital,  despite  sharp  cutbacks  in 
capital  spending,  major  divestitures  and  closedowns  of 
losing  operations.  Among  the  250-odd  corporations  that 
have  been  losing  ground  in  inflation  recently  are  such 
household  names  as  American  Telephone  &.  Telegraph, 
GTE,  Avco,  Polaroid,  Crown  Zellerbach,  Zenith  Radio  and 
Fisher  Foods,  as  well  as  most  of  the  steel,  auto,  airline  and 
electric  utility  industry  leaders. 

While  most  of  the  latest  12-month  figures  are  heading 
down  in  this  recession,  there  are  a  few  companies  with 
improving  return  on  capital  numbers — Litton  Industries, 
Purolator,  MCI  Communications,  Warner  Communica- 
tions, Kellogg,  Cameron  Iron  Works  and  Mattel — exclud- 
ing companies  like  Lockheed  whose  numbers  are  up  sharp- 
ly chiefly  because  prior  losses  have  severely  shrunk  their 
equity  base. 


226 


FORBES,  JANUARY  3,  1983 


Ws  where  in  profitability 


(  pany 


Return  on  equity 
latest 
5-year  12 
rank  average*  months 


Return  on  capital 
latest 
5-year  12 
rank  average*  months 


Company 


Return  on  equity 
latest 
5-year  12 
rank  average*  months 


Return  on  capital 
latest 
5-year  12 
rank  average*  months 


uf  t  Computer 

: 

,  l!  oster 

v  ru  of  America 
(  o 


118.6% 
96.6 
75.9 
63.6 
56.4 


33.0% 
50.3 
6.3 
56.9 
48.8 


1 

2 

280 
3 
142 


130.9% 
79.2 
14.1 
59.9 
17.4 


33.3% 
46.1 
7.9 
48.3 
21.5 


Ashland  Oil 

E  F  Hutton  Group 

Pennzoil 

Kellogg 

Natl  Convenience  Stores 


64 
65 
66 
67 
68 


27.5% 

27.5 

27.4 

27.4 

27.3 


14.5% 

17.9 

17.1 

27.3 

24.2 


267 
27 

309 
38 

256 


14.4% 

24.0 

13.6 

22.9 

14.6 


9.0% 
16.8 

9.7 
23.2 
12.7 


}c  ol  Petroleum 

:o 

I  omedia 

.  lard  Oil  Ohio 


6 
7 
8 
9 
10 


50.0 
48.5 
46.5 
45.3 
42.8 


def 
33.9 
30.1 
75.6 
31.7 


890 
13 
28 
58 
83 


5.7 
28.0 
23.9 
21.2 
20.0 


def 
28.7 
21.0 
28.2 
19.3 


Dover 

Fairchild  Industries 
Northwest  Industries 
Allied  Bancshares 
Melville 


69 
70 
71 
72 
73 


27.0 
26.8 
26.7 
26.7 
26.6 


24.1 
8.0 
28.0 
31.8 
21.6 


29 
96 
202 
36 
23 


23.6 
19.2 
15.4 
23.0 
25.0 


22.0 
5.2 
15.9 
25.0 
20.0 


.  its  Intl 
i  disco 
ter 

ir  Executive 

e  hKline  Beckman 


11 
12 
13 
14 
15 


40.3 
40.2 
39.5 
39.0 
37.5 


14.8 

43.9 
5.9 
29.0 
28.5 


9 
47 
41 
39 

8 


30.8 
22.3 
22.6 
22.9 
33.1 


10.4 
22.2 
8.7 
19.9 
24.8 


LTV 

Levi  Strauss 
AMP 

Baker  International 
Bally  Manufacturing 


74 
75 
76 
77 
78 


26.6 
26.3 
26.0 
25.8 
25.7 


4.4 
13.2 
19.0 
25.9 
23.1 


421 
33 
46 

103 
92 


11.9 
23.3 
22.4 
18.9 
19.4 


4.4 
12.3 
16.8 
20.9 
19.3 


If  1  Shipyards 
I  hell  Energy  &  Dev 
e  icemaster  Inds 
I  ron 

t!  ral  Express 


16 
17 
18 
19 
20 


37.3 
37.2 
37.1 
36.2 
36.2 


27.4 
24.6 
38.1 
24.8 
24.6 


115 
354 
4 
44 
34 


18.3 
13.0 
37.9 
22.5 
23.3 


17.5 
9.0 
37.5 
15.6 
16.0 


Big  V  Supermarkets 
Trinity  Industries 
Hilton  Hotels 
Entex 
Gelco 


79 
80 
81 
82 
82 


25.7 
25.7 
25.5 
25.5 
25.5 


23.4 
13.0 
17.6 
21.6 
13.6 


157 
79 
113 
334 
674 


16.9 
20.1 
18.6 
13.3 
8.6 


16.7 
10.9 
14.2 
11.5 
8.4 


lumberger 

ro-Salomon 
L  :ander  &  Alexander 
Irl  Town  Stores 
i  rican  Home  Products 


21 
22 
23 
24 
25 


36.0 
35.5 
34.6 
33.9 
33.5 


32.7 
21.8 
20.7 
26.5 
32.9 


7 
15 

5 
17 

6 


33.4 
27.8 
37.4 
27.0 
33.5 


31.3 
15.7 
22.7 
22.4 
32.6 


I  ig  Laboratories 
m  Jones 
■  as  Oil  &  Gas 
I  dyne 

ii  International 


Savin 

Electronic  Data  Systems 
Houston  Natural  Gas 
Petrie  Stores 
Boeing 


84 
85 
85 
87 
88 


25.5 
25.0 
25.0 
24.9 
24.9 


def 
28.3 
24.8 
19.2 
11.2 


21 
50 
202 
25 
59 


25.6 
22.1 
15.4 
24.7 
21.2 


def 
23.3 
16.6 
19.0 

8.3 


26 
27 
28 
29 
30 


32.4 
32.4 
32.4 
32.3 
32.2 


21.4 
32.0 
35.3 
21.9 
12.3 


67 
12 
183 
32 
24 


20.9 
29.4 
16.0 
23.4 
24.8 


15.3 
26.5 
17.0 
16.7 
10.6 


Kaneb  Services 
Petrolane 

Freeport-McMoran 
Pioneer  Hi-Bred  Intl 
Snap-On  Tools 


89 
90 
91 
92 
93 


24.8 
24.8 
24.6 
24.6 
24.5 


28.2 
23.9 
15.4 
25.0 
18.5 


286 
126 
145 

55 
57 


14.0 
17.9 
17.3 
21.5 
21.2 


14.6 
17.4 
8.6 
23.7 
16.5 


hsion  Insurance 
[to  Laboratories 
i  eileman  Brewing 
'-Mart  Stores 
1  leer 


31 
32 
33 
34 
35 


31.8 
31.5 
31.4 
31.2 
31.1 


23.0 
19.4 
27.7 
30.1 
18.6 


19 
187 

35 
75 
157 


26.6 
15.8 
23.1 
20.4 
16.9 


20.9 
10.8 
19.1 
18.8 
10.7 


Cross  &  Trecker 
Raytheon 
Nalco  Chemical 
Foster  Wheeler 
Lubrizol 


94 
95 
96 
97 
98 


24.4 
24.4 
24.3 
24.3 
24.3 


20.6 
21.3 
20.8 
19.2 
12.6 


40 

37 
30 
70 
42 


22.7 
23.0 
23.6 
20.8 
22.5 


19.5 
20.7 
20.3 
18.0 
11.3 


\i  thingt on  Inds 

l(Iwin-United 
item  Co  No  Amer 
i  &  Bradstreet 


nana 


36 
37 
38 
39 
40 


30.9 
30.3 
30.3 
29.9 
29.9 


16.3 
38.7 
23.9 
31.4 
35.6 


86 
112 
330 

10 
407 


19.9 
18.6 
13.4 
30.0 
12.2 


11.2 
19.2 
10.7 
31.5 
14.4 


Albertson's 
Fort  Howard  Paper 
Lear  Siegler 
Washington  Post 
Cooper  Industries 


99 
100 
100 
102 
103 


24.3 
24.2 
24.2 
24.2 
24.2 


22.8 
22.9 
17.0 
22.5 
17.9 


280 
105 
230 
95 
68 


14.1 
18.9 
15.0 
19.3 
20.9 


14.2 
18.2 
12.9 
18.2 
14.8 


:or 

ery  Air  Freight 
kG 

.1  Communications 
)A  Industries 


41 
42 
43 
44 
45 


29.8 
29.6 
29.4 
29.4 
29.3 


11.8 
14.3 
27.8 
56.2 
22.3 


45 
18 
22 
188 
132 


22.5 
26.8 
25.2 
15.8 
17.7 


9.2 
6.1 
25.2 
22.6 
14.3 


ConAgra 
PHH  Group 
Belco  Petroleum 
Waste  Management 
Dillon  Cos 


104 
105 
106 
107 
108 


24.0 
23.9 
23.8 
23.8 
23.7 


22.6 
20.2 
20.2 
23.7 
25.6 


171 
878 
114 
148 
165 


16.4 
6.0 
18.5 
17.3 
16.7 


16.2 
7.4 
15.4 
18.4 
17.1 


rage  Technology 
rner  Communications 
:idental  Petroleum 
rsh  &  McLennan  Cos 
oro  Petroleum 


46 
46 
48 
49 
50 


29.3 
29.3 
29.2 
29.0 
28.9 


17.8 
25.0 
9.0 
21.0 
13.4 


80 
54 

223 
11 

189 


20.1 
21.5 
15.1 
29.4 
15.7 


13.0 
22.0 
7.7 
18.4 
10.2 


Piedmont  Aviation 

Philip  Morris 

Masco 

US  Air 

Merck 


109 
110 
111 
112 
113 


23.7 
23.6 
23.5 
23.5 
23.5 


21.5 
22.9 
19.9 
16.9 
20.4 


496 
323 
269 
411 

76 


10.9 
13.5 
14.3 
12.1 
20.2 


11.3 
12.1 
13.0 
9.9 
17.1 


sons 

tnputer  Sciences 
les  River  Corp  Va 

/s  "R"  Us 

ited  Energy  Resources 


51 
52 
53 
53 
55 


28.8 
28.7 
28.7 
28.7 
28.5 


27.4 
16.8 
21.6 
22.6 
24.4 


26 
170 
161 
118 

97 


24.2 
16.5 
16.8 
18.2 
19.1 


24.8 
12.8 
13.1 
18.1 
16.0 


Service  Merchandise 
Abbott  Laboratories 
Maytag 
McDonald's 
Dayton-Hudson 


114 
115 
116 
116 
118 


23.4 
23.4 
23.3 
23.3 
23.3 


17.2 
24.0 
18.3 
21.5 
15.4 


205 
103 
48 
330 
127 


15.4 
18.9 
22.2 
13.4 
17.9 


13.3 
19.8 
17.2 
13.2 
12.4 


luxe  Check  Printers 
ndy's  International 
iklee 

>er  Valu  Stores 


56  28.3 

57  28.3 

58  28.3 

59  28.0 


27.4 
20.8 
22.6 
23.8 


20 
31 
71 
94 


26.0 
23.4 
20.7 
19.3 


24.6 
14.7 
17.9 
18.0 


Cameron  Iron  Works 

Square  D 

Brunswick 

IU  International 


119 
119 
121 
121 


23.3 
23.3 
23.1 
23.1 


25.3 
16.0 
72.4 
9.7 


177 
107 

355 
572 


16.2 
18.9 
13.0 
9.9 


17.3 
13.2 
30.9 
7.0 


lly  Services 
on  Products 
rchester  Gas 
:ker  Drilling 


60  27.8 

61  27.7 

62  27.7 

63  27.6 


16.9 
19.0 
12.1 
24.6 


14 
16 
155 
140 


27.8 
27.3 
17.0 
17.5 


17.0 
19.5 
7.8 
15.6 


Beverly  Enterprises 
Lucky  Stores 
Coca-Cola 
Loews 


123 
124 
125 
125 


23.1 
23.1 
23.0 
23.0 


15.5 
16.5 
21.3 
18.7 


485 
290 
56 
405 


10.9 
14.0 
21.3 
12.2 


9.0 
10.7 
19.5 
11.4 


or  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years, 
f:  deficit. 
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Who's  where  in  profitability 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capita 
latea 

5-year  12 
rank  average*  mon 

American  Intl  Group 
Ohio  Casualty 
SEDCO 
Dean  Foods 
Frontier  Holdings 

127  22.9%  20.2% 

128  22.9  13.7 

129  22.8  63.9 
i in       o  o  r       ii  a 

IjU  ZZ.o 

131       22.8  18.4 

53      21.6%      19.5  % 
43     22.5  13.6 
297      13.8  34.2 

1  A/i       1  A  7    *      1  fit  7 

1 OO          1 0.  /  Id./ 

251      14.7  12.3 

USF&G 
Revco  D  S 
Combustion  Eng 
K  J  Reynolds  lnds 
Intel 

190  21.0%  8.5% 

191  21.0  19.3 

192  20.9  21.7 

193  20.9  21.6 

194  20.9  5.2 

60     21.1%  8.J 
133      17.7  16.4 
315      13.5  14. 
228      15.0  15.3 

77      20.2  4. 

Crutn  &  Forster 
Cabot 

General  Cinema 
General  Re 
Republic  New  York 

132  22.8  15.3 

133  22.6  14.4 

134  22.6  25.7 
i  ia      ii  a       in  ^ 

ij4          ZZ.O  ZU.J 

136      22.6  19.6 

52     22.0  14.8 
229     15.0  10.6 
288     14.0  15.4 

11       79  1          7f)  d 

JI          -_.il              IA I M 

232     14.9  14.4 

First  Boston 
Ryder  System 
Genuine  Parts 
CBI  Industries 
Rohr  Industries 

195       20.8  37.1 
195      20.8  16.5 

197  20.8  18.6 

i  no          in  o          n  c 

198  20.8  22.5 
198       20.8  18.9 

64  20.9  37.J 
608       9.6  8 

65  20.9        21 J 
151      17.1  17: 
601       9.6  12.: 

Esmark 

Old  Republic  Intl 
MAPCO 

Capital  Cities  Commun 
Chic  &  North  Western 

137  22.6  14.0 

138  22.6  18.6 

139  22.5  15.3 

1  Af\         11  C          in  1 

14U          ZZ.J  ZU.l 

141       22.5  def 

319      13.5  10.1 
49     22.1  16.0 
395      12.4  8.6 

1 0A        17  0            1A  8 
1             l  t  .y            L  O.o 

795        7.2  1.7 

Natl  Medical  Entrprs 
NL  Industries 
Weis  Markets 
Combined  Internatl 
American  Express 

200       20.8  19.3 
200       20.8  24.4 

202  20.8  19.8 

203  20.7  17.1 

204  20.7  20.3 

455      11.4  118 
207      15.4  17. 

69      20.8  19.« 

74      20.5         17. < 
128      17.8  16.; 

PepsiCo 

Minn  Mining  &  Mfg 
IBM 

Intl  Flavors  &  Frag 
Bristol-Myers 

142  22.5  21.8 

143  22.4  18.6 

144  22.4  20.8 

1  A  A           11  A            1  Q  A 
144         ZZ.4          1  o.o 

146      22.4  21.9 

173      16.4  15.8 
93      19.4  16.4 
62     20.9  18.4 
oi      zu.y  i/.o 
71      20.7  20.7 

Crown  Central  Petroleum 
A  C  Nielsen 
General  Instrument 
Interpublic  Group 
Amer  Broadcasting 

205  20.7  8.5 

206  20.7  22.8 

207  20.6  20.5 

208  20.6  15.6 

209  20.6  16.7 

377      12.6  5.S 
78     20.1  20.1 

139      17.5  18.; 
90      19.5  15.1 

160      16.8  14.(1 

Turner  Construction 
VF 

MGM  Grand  Hotels 
Missouri  Pacific 
Std  Comml  Tobacco 

147  22.3  26.4 

148  22.3  30.7 

149  22.3  12.0 

1  CL(\            11   1              1  A  ^ 
13U          ZZ.O  lO.J 

151       22.2  21.0 

73      20.6  17.2 
108      18.8  26.1 
465      11.3  8.2 

Af.fl         110               0  0 

4UO          11. Z  7.Z 

146      17.3  18.0 

Texas  Commerce  Bshs 
Winn-Dixie  Stores 
Pay  Less  Drug  NW 
Phillips  Petroleum 
Consolidated  Papers 

210  20.6  22.0 

211  20.6  20.3 

212  20.5  18.7 
212       20.5  11.8 
214       20.5  12.6 

99      19.1  20.(1 
138      17.5  17.; 
322      13.5  10.8 
186      15.8  9. 
135      17.6  10.« 

Whittaker 
Sundstrand 
Natomas 
Fluor 
Eli  Lilly 

152  22.1  20.2 

153  22.1  17.1 

154  22.1  9.0 

1 11  1  11^ 
lOO         ZZ.  1           1 1 .  D 

156       21.9  21.1 

117      18.2  20.3 
226      15.0  13.0 
195      15.6  6.0 

1 AA         MA               7  A 
144         1  /  .4               /  .O 

62     20.9  19.2 

Ametek 

General  Electric 
Johnson  &  Johnson 
Rollins 

Briggs  &  Stratton 

215  20.4  18.7 

216  20.4  19.2 

217  20.4  21.1 

<*t«f)  i"*i/"\*> 

218  20.3  17.7 

219  20.3  15.9 

219      15.2  13.( 
120      18.2  17.; 

88      19.6  20.1 
152      17.1  14.' 

87      19.7  15. 

Caesars  World 
Consol  Freightways 
Tidewater 
Smith  International 
American  Stores 

157       21.9  0.6 
157       21.9  12.5 
159       21.9  21.6 

1  AO            0  1    Q              IQ  Q 

iou      z  l  .o       i  o.y 
161      21.8  23.1 

584       9.8  4.2 
136      17.6  10.4 
266      14.4  13.0 

1  1  0         1C0             1  C  A 
1  lo        1  o.Z            1  D.4 

205     15.4  12.2 

Leaseway  Transportation 

Times  Mirror 

Arkla 

G  D  Searle 

Edison  Bros  Stores 

220       20.3  12.5 
220      20.3  14.9 

222  20.3  21.6 

223  20.2  25.0 

224  20.1  10.3 

535      10.3  8.: 
162      16.8  10.' 
516      10.5  ll 
232      14.9  19! 
167      16.6  8.! 

Halliburton 
McGraw-Hill 
Wyman-Gordon 
Palm  Beach 
Supermarkets  General 

161       21.8  18.4 
161       21.8  21.3 
164       21.8  24.6 

103         Zl.o  O.D 

166      21.8  22.0 

121      18.1  15.4 
89     19.6  19.6 
124     17.9  21.3 

OOA         K  1                7  0 
ZZ4        10.1  /.Z 

457     11.4  12.9 

Payless  Cashways 
Longs  Drug  Stores 
Holly  Corp 
Mercantile  Texas 
Panhandle  Eastern 

225  20.1  20.0 

226  20.1  17.4 

227  20.1  18.8 
227       20.1  19.6 
227       20.1  17.9 

209      15.4  13.! 
83     20.0  m 
263      14.4  12.; 
163      16.8  20. 
518      10.5  9.: 

Gannett 
Savannah  Foods 
American  Brands 
CNA  Financial 
Hughes  Tool 

167  21.8  21.2 

168  21.7  35.3 

169  21.7  19.7 

1  AO          0  17           1  1  Q 

lov      ly.i  io.y 
171      21.7  18.0 

122      18.0  16.2 
272      14.2  24.4 
185      15.9  15.1 

ion       MA           1  1  n 

jyu     iz.4        1 1  .u 
128     17.8  12.8 

Parker  Pen 
Eastman  Kodak 
Engelhard 
Sun  Chemical 
Union  Oil  California 

227       20.1  0.9 

231  20.0  16.3 

232  20.0  17.5 

233  19.9  7.2 
233       19.9  19.8 

102      19.0  I.! 
106      18.9  M 
123      17.9  16.: 
361      12.8  6.: 
299      13.8  14. 

Vulcan  Materials 
Brown-Forman  Dist 
Louisiana  Land 
Kite  /\iu 

Emerson  Electric 

172  21.6  15.8 

173  21.6  25.7 

174  21.6  8.7 

1  TC          9  1  fi.           1  O  7 

!/!>        Zl.o  ly.f 
176       21.5  20.2 

198      15.5  12.1 
168     16.6  20.8 
156      17.0  5.5 

1  AO         1 0  1               10  1 

iuu     iy.i  lo.i 
82     20.0  19.5 

National  Svc  lnds 
Schering-Plough 
Farm  House  Foods 
Harris  Corp 
Handy  &  Harman 

235  19.9  18.8 

236  19.8  13.9 

237  19.8  16.3 
237       19.8  11.5 
239       19.8  9.1 

147      17.3  16. 
109     18.7  m 
493      10.9  6.' 
260      14.5  8( 
325      13.5  7.. 

Chesebrough-Pond's 
Reading  &  Bates 
American  Standard 
Cullum  Companies 
Valero  Energy 

177       21.4  20.2 
177       21.4  23.0 

1  TO           T  1   ^               £_  Q 

l/y        zl.4  o.o 
179       21.4  16.9 
181       21.3  24.4 

140      17.5  17.2 
323      13  5  13.3 

11(1           1C1  C7 

414      12.1  10.2 
511      10.6  11.3 

Hewlett-Packard 

Marriott 

Lockheed 

Kemper 

SONAT 

240  19.8  19.5 

241  19.8  20.8 

242  19.7  128.6 

243  19.7  11.7 
243       19.7  20.9 

98      19.1  18 
525      10.5  10.: 
673       8.7  31.i 

81      20.0  12. 
453      11.5  11.. 

Atlantic  Richfit. 
mount 
Murphy  Oil 
Anixter  Bros 

182      21.3  19.7 

1  CI            T  1   O             1  *7  1 

lai       as        It. 1 

184  21.2  19.8 

185  21.2  19.4 

313     13.6  12.1 

11C 

343       16.1  11.5 

352      13.0  13.0 
192      15.7  14.4 

Oneok 

Big  Three  Industries 

Walgreen 

Idle  Wild  Foods 

245  19.6  19.9 

246  19.6  18.0 
246       19.6  22.0 
248       19.6  17.5 

457      11.4  12 
236      14.9  12.1 
264      14.4  17- 
190      15.7  15.1 

Upjohn 

Auto  Data  Processing 
Cincinnati  Milacron 
Roadway  Services 

186  21.2  15.3 

187  21.1  17.3 

188  21.0  9.0 

189  21.0  18.1 

199      15.5  10.9 
131      17.7  13.9 
240     14.8  7.4 
85      19.9  17.7 

Centex 
Tyler 

Procter  &  Gamble 
Niagara  Frontier  Services 

249       19  6  8.9 
249       19.6  9.8 

251  19.6  20.2 

252  19.6  14.1 

692       8.4  5. 
249      14.7  7.1 
213      15.3  15. 
332      13.3  10.. 

*For  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years. 

def:  deficit. 
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i 's  where  in  profitability 


1 

i 

i 

\ 
1 

rj 
! 

1! 

f 

)  t 

\ 

t ' 
1 
e 

inv 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

tint 

rd  Oil  Indiana 
States  Shoe 
\R 

253  19.6%  0.7% 

254  19.5  15.0 

255  19.5  16.9 
255       19.5  18.3 
257       19.5  8.0 

65     20.9%       2.3  % 
262     14.4  10.6 
295      13.8  11.5 
194      15.6  15.4 
115      18.3  7.6 

Air  Prods  &  Chems 
Amerada  Hess 
)ack  Eckerd 
Gillette 

First  City  Bancorp 

316  18.1%  13.6% 

317  18.1  7.0 

318  18.1  14.6 

319  18.1  17.7 

320  18.1  16.9 

512      10.6%  8.3% 
360      12.8  4.6 
136      17.6  14.4 
313      13.6  13.0 
154      17.1  16.6 

Industries 
rtainger 
ser-Busch  Cos 
al  Corp  of  Am 
iternational 

258  19.5  22.6 

259  19.4  15.8 

260  19.4  21.9 
260       19.4  18.4 
262       19.4  18.5 

283     14.0  17.4 
101      19.0  14.9 
466      11.3  11.6 
529      10.4  8.7 
196     15.6  14.1 

H  J  Heinz 
Moore  Corp 
NCR 
Centel 
Fleming  Cos 

321  18.1  19.5 

322  18.0  14.5 

323  18.0  12.4 

324  18.0  17.5 

325  18.0  18.3 

290      14.0  15.7 
231      15.0  12.8 
242      14.8  11.2 
739       7.9  7.7 
375      12.6  12.8 

l  Thiokol 
o  Energy 
Medical  Intl 

tandard 

263       19.3  33.4 
263       19.3  20.9 
265       19.2  21.2 
265       19.2  20.3 
267       19.2  17.3 

245      14.8  27.1 
715       8.1  9.0 
439     11.6  13.1 
235      14.9  16.0 
279     14.1  12.8 

St  Paul  Cos 
Southern  Union 
Dresser  Industries 
American  General 
Tyson  Foods 

325       18.0  16.2 

327  18.0  9.1 

328  17.9  13.2 

329  17.9  15.2 

330  17.9  20.1 

174      16.3  15.1 
541      10.3  6.8 
257      14.6  11.7 
217      15.2  14.6 
424      11.8  11.5 

C 

om 

Bowes 

s  Industries 

tor 

268       19.2  19.1 
268       19.2  11.8 
268       19.2  15.5 

271  19.2  19.6 

272  19.1  23.5 

169      16.5  15.9 
91      19.4  9.2 
305      13.6  10.6 
384     12.5  13.0 
269      14.3  16.4 

Federal-Mogul 

Chubb 

Clorox 

Nordstrom 

Baxter  Travenol  Labs 

331  17.9  13.1 

332  17.9  11.5 
332       17.9  18.1 
332       17.9  16.1 
335       17.8  18.1 

293      13.9  9.5 
164      16.7    .  10.7 
242      14.8  15.0 
361      12.8  11.1 
284      14.0  14.8 

er  Insurance 
rd  Oil  Calif 
y  Foods 

273  19.1  14.0 

274  19.1  9.0 
274       19.1  12.9 

276  19.1  12.0 

277  19.1  19.8 

388      12.5  9.2 
236     14.9  7.9 
111      18.6  12.8 
216      15.2  9.6 
244     14.8  14.1 

Heck's 

Bausch  &  Lomb 

Carnation 

Warnaco 

Stewart  &  Stevenson 

336  17.8  14.0 

337  17.8  16.2 
337       17.8  18.1 
337       17.8  19.0 
340       17.8  16.2 

392      12.4  9.6 
236      14.9  14.2 
246      14.7  15.3 
382      12.6  14.4 
359      12.8  11.4 

1  :tly-Clark 

S  Life  &  Casualty 

rs  Group 
i!  Semiconductor 

f's 

277       19.1  15.7 

279  19.0  14.3 

280  19.0  17.0 

281  18.9  def 

282  18.9  18.2 

253  14.6  12.7 
142     17.4  14.2 
109      18.7  16.8 

254  14.6  def 
498     10.8  11.0 

Scott  &  Fetzer 
Data  General 
Meredith 

Tecumseh  Products 
Earle  M  Jorgensen 

341  17.8  15.0 

342  17.8  5.0 
342       17.8  17.1 

344  17.7  12.8 

345  17.7  11.8 

277      14.1  11.6 
218      15.2  5.0 
405      12.2  11.5 
130      17.7  12.7 
213      15.3  10.5 

'lacy 
Eastern 
Oil 

ompany 
i  Food 

283  18.8  19.6 

284  18.8  16.1 

285  18.8  17.6 
285       18.8  11.0 
287       18.8  26.7 

348      13.1  14.4 
597       9.7  7.9 
347     13.2  11.8 
338     13.2  7.6 
449      11.5  15.3 

Harvey  Hubbell 
United  Telecom 
Martin  Marietta 
Northrop 
Rockwell  Intl 

346       17.7  17.5 
346       17.7  13.5 
348       17.7  11.5 
348       17.7  2.0 
348       17.7  17.4 

153      17.1  16.5 
714       8.1  6.9 
358      12.9  6.7 
199      15.5  2.0 
310      13.6  14.5 

laford  Bros 
5  Oil 
■mix 

ral  Mills 

:irst 

287       18.8  21.9 

289  18.8  14.9 

290  18.7  12.1 

291  18.7  18.3 

292  18.7  18.3 

533     10.4  12.2 
240      14.8  11.1 
175     16.3  10.3 
260     14.5  14.5 
212     15.3  15.6 

Milton  Bradley 
Amsted  Industries 
Sonoco  Products 
Southwestern  Pub  Svc 
Malone  &  Hyde 

351  17  6  10.2 

352  17.6  4.7 
352       17.6  14.4 
352       17.6  19.2 
355       17.5  16.9 

234      14.9  9.6 
149      17.2  4.5 
268      14.4  11.6 
743       7.8  8.1 
274      14.2  12.7 

.  Gas  Transmn 
:rsal  Leaf 
Learjet 
co  Brands 
lobertson 

293       18.7  17.6 
293       18.7  18.6 
295       18.6  10.1 
295       18.6  19.4 
297       18.6  19.2 

525      10.5  10.2 
178      16.1  13.7 
180      16.0  10.3 
341      13.2  13.8 
255      14.6  17.0 

Digital  Equipment 
CBS 

Raychem 
MCA 

Valley  National 

356  17.5  13.0 

357  17.5  9.4 

358  17.5  11.2 

359  17.5  16.2 

360  17.4  12.4 

184      15  9  12.7 
225      15.1  7.9 
182      16.0  10.0 
180      16.0  15.6 
159      16.8  12.5 

■ling-Ferris  Inds 
t 

Industries 
1 

ce-Burns 

298  18.5  20.7 

299  18.5  14.4 
299       18.5  17.3 

301  18.4  10.7 

302  18.4  18.8 

390      12.4  14.5 
150      17.1  14.0 
320     13.5  13.1 
327     13.4  8.2 
634       9.2  9.7 

Best  Products 
Kansas-Neb  Nat  Gas 
Carpenter  Technology 
U  S  Bancorp 
Pillsbury 

361       17.4  8.7 
361       17.4  15.9 
363       17.4  9.1 
363       17.4  14.2 
365       17.3  16.1 

509      10.6  6.7 
667       8.8  8.0 
179      16.1  7.8 
326      13.4  11.2 
449      11.5  11.0 

n-Elmer 
:r 

n  Brunswig 
in 

North 

302       18.4  11.6 

304  18.4  15.0 

305  18.4  22.1 

306  18.3  10.1 

307  18.3  15.1 

172      16.4  10.5 
305     13.6  10.8 
274     14.2  15.6 
207     15.4  8.3 
525      10.5  9.2 

Xerox 
Pfizer 

Bank  of  New  England 
Seaway  Food  Town 
General  Foods 

365       17.3  12.9 

367  17.3  18.1 

368  17.3  16.5 

369  17.3  12.2 

370  17.2  17.3 

226      15.0  11.2 
311      13.6  14.1 
365      12.7  13.2 
478      11.0  8.1 
292      14.0  12.6 

!RCH 

h  Supermarkets 
ill  Lynch 
blic  Finl  Svcs 

308  18.3  18.0 

309  18.3  16.9 
309       18.3  18.2 
309       18.3  15.0 

493      10.9  11.2 
548      10.2  9.4 
202      15.4  14.9 
251      14.7  13.4 

Mattel 

Economics  Laboratory 
Hyster 

New  York  Times 

370       17.2  29.9 

372  17.2  16.2 

373  17.2  3.2 

374  17.1  19.8 

193      15.7  20.7 
332      13.3  11.5 
264      14.4  3.3 
247      14.7  14.7 

l  Aluminium 
Natural  Resources 
>is  Tool  Works 
yard 

312  18.2  4.2 

313  18.2  21.7 

314  18.2  14.3 

315  18.2  26.1 

410      12.1  3.4 
639       9.1  9.5 
134      17.7  13.6 
356      12.9  17.6 

Pacific  Resources 
Bangor  Punta 
Johnson  Controls 
Emhart 

375  17.1  6.6 

376  17.1  1.1 

377  17.0  15.0 

378  17.0  17.5 

559      10.1  5.0 
581       9.8  2.7 
271      14.3  12.4 
236      14.9  15.5 

some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years, 
deficit 
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Who's  where  in  profitability 


Company 

Return  on  equity 
latest 
5-year  12 

ranir    avpravp*  tnnnfh** 

I  «tHK     aVtl  d^C        111  U II 1119 

Return  on  capital 
latest 
5-year  12 
rank  3 vcr 82€ *  months 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capita 
late 

5-year  12 
rank  average*  moi 

Kroger 

Transamerica 
Wheelabiator-Frye 
Republic  Bank 
Safeco 

379  17.0%  18.4% 

380  17.0  11.4 

381  17.0  13.5 

382  16.9  18.2 
382       16.9  12.8 

441      11.6%  11.3% 
489     10.9  8.1 
288      14.0  11.4 
258      14.6  •  16.6 
293     13.9  10.9 

Figgie  International 
Oak  Industries 
Barnett  Banks  Fla 
Zapata 
E  I  du  Pont 

442  15.9%  16.6% 

443  15.8  11.1 

444  15.8  15.4 

445  15.8  25.9 

446  15.7  9.8 

649       9.0%  9.i 
215      15.2  11. 
357      12.9  12., 
671       8.7  13] 
364      12.7  6. 

Fore  most-McKesson 
Univar 

Security  Pacific 
Southland 

Intl  Minerals  &  Chem 

384  16.9  13.3 

385  16.9  9.4 

386  16.8  15.5 
386       16.8  16.9 
388       16.8  12.5 

478      11.0  9.3 
531      10.4  6.3 
301      13.7  11.2 
557      10.1  10.9 
453     11.5  8.8 

Northwest  Energy 

BankAmerica 

Texaco 

Gordon  Jewelry 
Westinghouse  Electric 

447  15.7  5.0 

448  15.7  10.4 

449  15.7  10.7 

450  15.7  10.9 

451  15.6  15.8 

677       8.6  3. 
380     12.6  9i 
434      11.7  8. 
345      13.2  9. 
315      13.5  13. 

Brown  Group 
Knight-Ridder  News 
Union  Camp 
Witco  Chemical 
Parker-Hannifin 

389  16.8  17.2 

390  16.7  14.0 
390       16.7  12.0 
390       16.7  11.3 
393       16.7  10.1 

303      13.7  14.4 
210     15.4  12.3 
415      12.1  8.8 
445      11.6  8.0 
308     13.6  8.6 

Avco 

Kidde 

J  P  Morgan 

North  American  Coal 

Diversified  Energies 

452  15.6  6.2 

453  15.6  14.1 

454  15.6  15.5 
454       15.6  26.3 
456       15.6  14.2 

824  6.8 
562      10.0  9J 
307      13.6  14. 
827       6.8  6\ 
575       9.9  10. 

Consolidated  Foods 
United  Technologies 
Whirlpool 
Tenneco 
Pneumo 

394       16.7  18.2 
394       16.7  13.3 
394       16.7  14.9 

397  16.7  14.6 

398  16.7  21.3 

385      12.5  12.7 
369      12.7  10.0 
221      15.1  14.0 
599       9.6  7.6 
474      11.1  12.7 

Gulf  &  Western  Inds 
Motorola 
Stone  Container 
Gerber  Products 
USLIFE 

457  15.6  8.2 

458  15.6  11.0 
458       15.6  8.9 

460  15.5  14.0 

461  15.5  12.4 

660       8.8  6 
302      13.7  10. 
623       9.4  4. 
286      14.0  12. 
397      12.4  10. 

Universal  Foods 
Bankers  Trust  NY 
Superior  Oil 
Fleet  Financial 
Texas  Instruments 

399  16.7  19.6 

400  16.6  18.0 

401  16.6  12.4 

402  16.5  18.0 
402       16.5  11.0 

351      13.0  14.0 
338     13.2  15.2 
470     11.2  6.4 
485      10.9  10.6 
175     16.3  10.3 

Gulf  United 

Provident  Life  &  Acc 

R  R  Donnelley  &  Sons 

Flickinger 

Joy  Manufacturing 

462  15.5  13.6 

463  15.5  11.0 

464  15.5  15.4 
464       15.5  16.8 
466       15.4  17.0 

369      12.7  9. 
201      15.4  10. 
304      13.7  13. 
352     13.0  15. 
336      13.2  14. 

General  Signal 
Stanadyne 
Quaker  Oats 
Dow  Chemical 
W  R  Grace 

404  16.5  15.4 

405  16.5  11.8 

406  16.5  12.7 

407  16.5  7.9 

408  16.4  16.8 

196     15.6  14.2 
298     13.8  9.8 
422      11.9  9.3 
540     10.3  5.7 
456     11.4  10.9 

First  Union 
Mercantile  Stores 
NCNB 
Citicorp 
Dennison  Mfg 

467       15.4  15.3 
467       15.4  16.3 

469  15.4  15.0 

470  15.4  16.7 

471  15.3  11.0 

441      11.6  12. 
407      12.2  13 
436     11.6  12, 
535      10.3  9 
334      13.3  9. 

E-Systems 
American  Family 
Morrison-Knudsen 
Stauffer  Chemical 
Suburban  Propane  Gas 

409  16.4  19.4 

410  16.4  10.5 
410       16.4  13.9 
410       16.4  13.4 
410       16.4  14.6 

191      15.7  18.1 
222     15.1  7.2 
336     13.2  11.1 
452     11.5  9.6 
545      10.2  9.5 

Texas  American  Bshs 
Wm  Wrigley  Jr 
Southwest  Bancshares 
Ethyl 

Pittsburgh  National 

472  15.3  16.6 

473  15.3  14.8 

474  15.3  17.7 

475  15.3  12.5 

476  15.2  15.7 

317      13.5  14 
247      14.7  14. 
249      14.7  19. 
524      10.5  9. 
278      14.1  13. 

Jewel  Cos 

First  Interstate  Bancp 
Alleghany 
First  Security 
Sterling  Drug 

414  16.4  18.2 

415  16.3  13.6 

416  16.3  15.3 

417  16.2  15.6 

418  16.2  15.5 

543      10.3  11.3 
341      13.2  11.4 
299      13.8  12.2 
431      11.7  11.6 
259     14.5  13.8 

City  Investing 
Diamond  Shamrock 
NICOR 

Public  Service  Indiana 
Honeywell 

477  15.2  8.9 

478  15.2  12.6 
478       15.2  10.7 

480  15.2  19.6 

481  15.2  14.0 

586       9.8  8. 
586       9.8  8. 
704       8.2  5. 
764       7.5  8. 
417      12.0  10. 

Ball  Corp 
Ogden 

A  E  Staley  Mfg 
American  Petrofina 
Athlone  Industries 

419  16.2  17.2 

420  16.2  11.5 

421  16.2  12.6 

422  16.2  10.4 
422       16.2  5.6 

478      11.0  11.1 
669       8.7  6.8 
463      11.3  8.8 
471      11.2  8.0 
619       9.5  6.0 

Avery  International 
Business  Men's  Assur 
Stop  &  Shop  Cos 
Stanley  Works 
Waldbaum 

482  15.1  15.0 

483  15.1  9.2 

484  15.1  20.1 

485  15.1  9.9 

486  15.1  17.8 

487      10.9  10 
284      14.0  9! 
641       9.1  12. 
377      12.6  8. 
564      10.0  11. 

Norton 

Archer  Daniels  Midland 
Blue  Bell 

Caterpillar  Tractor 
Mercantile  Bancorp 

422       16.2  5.6 
425       16.1  12.2 
425       16.1  8.7 

427  16.1  3.4 

428  16.0  16.6 

320      13.5  5.4 
365      12.7  9.8 
273      14.2  8.4 
365      12.7  3.3 
381      12.6  13.7 

Mead 

American  Greetings 
Campbell  Soup 
Commercial  Metals 
Thrifty  Corp 

487  15.0  1.1 

488  15.0  15.2 

489  15.0  14.9 

490  15.0  9.3 

491  15.0  15.4 

610       9.6  1 
459      11.4  10. 
340     13.2  12. 
426      11.8  7. 
487      10.9  11. 

Travelers 

Amer  Hospital  Supply 

Sigmor 
McConnick 
U  S  Home 

429  16.0  11.1 

430  16.0  19.4 
430       16.0  def 
432       16.0  16.8 
432       16.0  def 

211      15.3  10.9 
296      13.8  16.6 
407      12.2  def 
369      12.7  13.9 
716       8.1  def 

Brooklyn  Union  Gas 
Transway  Intl 
Wells  Fargo 
Irving  Bank 
Insilco 

492       14.9  16.7 
492       14.9  10.7 
492       14.9  13.7 

495  14.9  12.9 

496  14.9  7.5 

664       8.8  10. 
398      12.4  9l 
449      11.5  9. 
436      11.6  10. 
593       9.7  6. 

Peoples  Drug  Stores 
United  States  Gyp'  'jm 
Beatrice  Foods 
Fischbach 

434       16.0  15.6 
434       16.0  7.1 

436  16.0  13.2 

437  15.9  18.9 

372  12.7  12.4 
445      11.6  5.8 
379     12.6  10.5 

373  12.7  13.6 

Signal  Cos 
Nash  Finch 
Central  &  South  West 
Maryland  Cup 

497  14.9  8.3 

498  14.9  13.3 

499  14.8  14.9 
499       14.8  14.2 

459      11.4  7 
419      12.0  10. 
757       7.7  8. 
504      10.7  10. 

Harsco 
Marion 

Norfolk  Southern 
United  Virginia  Bshs 

438       15.9  11.7 
i  438       15.9  def 
j  440       15.9  14.8 

1  441       15.9  16.0 

i 

343      13.2  9.6 
518      10.5  def 
595       9.7  9.3 
471      11.2  12.1 

Ruddick 
Knudsen 
Peoples  Energy 
Time  Inc 

499       14.8  14.2 

502  14.8  10.9 

503  14.7  15.0 

504  14.7  11.6 

538      10.3  if 
628       9.3  7. 
782       7.3  7. 
425      11.8  9. 

*For  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years 
def:  deficit. 
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o's  where  in  profitability 


pany 


Return  on  equity 
latest 
5-year  12 
rank  average*  months 


Return  on  capital 
latest 
5 -year  12 
rank  average"  months 


Company 


Return  on  equity 
latest 
5-year  12 
rank  average*  months 


Return  on  capital 
latest 
5-year  12 
rank  average*  months 


I  Natl  Supermkts 
ram 

Is  Utilities 

mental  Telecom 
i  :ge  A  Hormel 


505 
506 
506 
508 
509 


14.7% 

14.7 

14.7 

14.7 

14.7 


17.1% 

11.1 

16.7 

14.7 

11.6 


531 
505 
717 
761 
373 


10.4% 
10.7 

8.1 

7.6 
12.7 


10.7% 
7.0 
8.9 
7.5 


Quaker  State  Oil 
Pay'n  Save 
North  Amer  Philips 
May  Dept  Stores 
Maryland  National 


567 
569 
57C 
571 
572 


13.8% 

13.8 

13.8 

13.8 

13.8 


15.9% 

8.8 

9.6 
13.5 
13.6 


595 
547 
601 
612 
444 


9.7% 
10.2 

9.6 

9.6 
11.6 


11.0% 

6.4 

6.6 

9.4 
12.0 


Hi  ate-Palmolive 
1  ell  Brothers 

1|ver  Universal 
[  Robins 
»ro 


510 
510 
510 
513 
514 


14.7 
14.7 
14.7 
14.6 
14.6 


16.0 
20.5 

9.4 
14.9 

7.9 


396 
435 
476 
365 
620 


12.4 
11.7 
11.0 
12.7 
9.4 


13.1 
13.3 

7.5 
13.4 

8.0 


Laclede  Gas 
Consol  Natural  Gas 
Harcourt  Brace  Jovan 
Kay 

United  Illuminating 


573 
574 
575 
576 
577 


13.7 
13.7 
13.7 
13.7 
13.7 


14.6 
14.6 
11.8 
def 
18.4 


753 
697 
575 
624 
734 


7.7 
8.3 
9.9 
9.3 
7.9 


8.5 
9.0 
8.7 
0.6 
10.2 


i  Multiioods 

pt  re  McCormack  Res 

Kdl-O 

la 

I  mont  Mining 


515 
516 
517 
518 
519 


14.6 
14.6 
14.6 
14.6 
14.5 


16.4 
6.7 

13.2 
7.3 
3.1 


493 
644 
345 
416 

555 


10.9 
9.1 
13.2 
12.1 
10.1 


12.1 
5.3 

11.3 
6.6 
2.4 


Allegheny  Intl 
Amdahl 

N  Y  State  Elec  &  Gas 
Wisconsin  Public  Svc 
Greyhound 


578 
578 
578 
581 
582 


13.7 
13.7 
13.7 
13.6 
13.6 


6.1 
3.3 
16.4 
13.5 
11.7 


691 
276 
736 
819 
561 


8.4 
14.2 
7.9 
6.9 
10.0 


6.2 

3.6 
9.3 
6.3 
9.3 


i  imfacturers  Hanover 
>oro 
>a 

i  M/UA  Entertainment 
i,  e's  Companies 


520 
521 
522 
523 
524 


14.5 
14.5 
14.5 
14.5 
14.4 


14.1 
15.1 
1.8 
9.8 
12.7 


447 
328 
551 
448 
433 


11.6 
13.4 
10.2 
11.6 
11.7 


11.5 
14.0 
2.3 
6.9 
11.0 


National  City 
Ralston  Purina 
Duke  Power 
Safeway  Stores 
K  mart 


583 
584 
585 
585 
587 


13.6 
13.6 
13.6 
13.6 
13.5 


11.4 
5.8 
13.6 
13.0 
8.5 


329 
562 
779 
656 
610 


13.4 
10.0 
7.4 
8.9 
9.6 


10.1 
4.8 
7.6 
8.4 
6.7 


■  rsoll-Rand 

.rd 

1  :on,  Dickinson 
[  tier  Bancorp 
b  t  Natl  Boston 


525 
526 
527 
527 
529 


14.4 
14.4 
14.4 
14.4 
14.4 


9.3 
12.7 
13.3 
12.2 
14.6 


482 
464 
412 
350 
508 


11.0 
11.3 
12.1 
13.1 
10.6 


7.7 
11.0 
10.6 
11.2 
11.7 


Colonial  Penn  Group 
White  Consolidated 
Interco 

Pacific  Lighting 
Empire 


588 
588 
590 
591 
592 


13.5 
13.5 
13.5 
13.5 
13.5 


8.2 
5.2 
9.8 
12.1 
12.2 


317 
644 
412 
734 
654 


13.5 
9.1 

12.1 
7.9 
8.9 


8.2 
5.1 
8.9 
7.6 
7.4 


tie-Cleveland 
( :ral  Paper  Board 
'  theast  Banking 
t  sna  Aircraft 
ii  t  Bank  System 


530 
530 
530 
533 
534 


14.4 
14.4 
14.4 
14.4 
14.3 


9.5 
16.2 
12.8 

5.2 
11.5 


490 
731 
482 
399 
417 


10.9 
7.9 
11.0 
12.3 
12.0 


7.6 
6.7 
10.3 
4.9 
9.8 


Alexander  &  Baldwin 
FMC 

Cone  Mills 
Crocker  National 
Butler  Manufacturing 


593 
594 
595 
595 
597 


13.5 
13.4 
13.4 
13.4 
13.4 


11.1 

12.3 
5.4 
5.1 
6.9 


603 
573 
404 
545 
461 


9.6 
9.9 
12.2 
10.2 
11.3 


8.1 
9.2 
5.1 
5.6 
6.0 


|$v  England  Electric 
1:20  Energy 

E 

\  icon 

I  on  Pacific 


534 
534 
537 
538 
538 


14.3 
14.3 
14.3 
14.3 
14.3 


16.2 
10.9 
15.1 
14.3 
12.0 


840 

836 
774 
655 
629 


6.7 
6.7 
7.4 
8.9 
9.2 


6.9 
5.6 
7.8 
9.4 
7.2 


Kansas  Power  &  Light 

Trane 

Squibb 

McGraw-Edison 
ACF  Industries 


598 
599 
600 
601 
602 


13.4 
13.4 
13.3 
13.3 
13.3 


15.1 
11.0 
13.4 
11.0 
12.2 


806 
496 
521 
427 
766 


7.1 
10.9 
10.5 
11.8 

7.5 


7.7 
8.9 
10.5 
8.9 
6.7 


I  thwest  Bancorp 

Uj  g- Warner 

.  itinental  Illinois 

Lr-McGee 

I  wn  Cork  &  Seal 


540 
541 
541 
543 
544 


14.3 
14.2 
14.2 
14.2 
14.2 


10.8 
13.7 

6.3 
13.3 

9.1 


461 

363 
402 
584 
388 


11.3 
12.8 
12.2 
9.8 
12.5 


9.2 
12.3 
6.7 
8.0 
7.9 


Jefferson-Pilot 
Delta  Air  Lines 
Ferro 

Florida  Power  &  Lt 
Gulf  Oil 


603 
604 
604 
606 
606 


13.3 
13.3 
13.3 
13.3 
13.3 


10.7 
def 
6.0 

14.6 
9.3 


349 
749 
423 
834 
498 


13.1 
7.8 

11.8 
6.7 

10.8 


10.7 
def 
6.0 
7.1 
7.2 


rse  Shoe 
I  t  &  Kraft 
chovia 

>consin  Pwr  &  Lt 
emical  New  York 


545 
546 
547 
547 
549 


14.2 
14.2 
14.1 
14.1 
14.1 


4.9 
9.0 
13.6 
18.1 
15.1 


385 
429 
311 
790 
506 


12.5 
11.8 
13.6 
7.3 
10.7 


4.9 
7.6 

13.2 
8.6 

12.7 


Easco 

Long  Island  Lighting 
Bucyrus-Erie 
Rohm  &  Haas 
Copperweld 


608 
608 
610 
610 
612 


13.2 
13.2 
13.2 
13.2 
13.2 


14.0 
14.0 

6.6 
10.6 

5.2 


618 
682 
502 
549 

577 


9.5 
8.5 
10.8 
10.2 
9.9 


10.5 
9.4 
5.2 
8.3 
'4.2 


Northern  Nekoosa 
a 

uston  Industries 
ieral  Co 
)ital  Holding 


549 
551 
552 
553 
554 


14.1 
14.1 
14.1 
14.1 
14.0 


10.9 
21.3 
15.5 
11.9 
14.2 


549 
512 
754 
383 
282 


10.2 
10.6 
7.7 
12.5 
14.0 


8.0 
14.8 

8.0 
10.9 
11.7 


Indianapolis  Pwr  &  Lt 
Citizens  &  Sthrn  Ga 
Weyerhaeuser 
American  Tel  &  Tel 
Dynalectron 


612 
614 
615 
616 
616 


13.2 
13.2 
13.2 
13.1 
13.1 


12.8 
15.7 
4.6 
12.9 
20.1 


819 
401 
603 
758 
490 


6.9 
12.3 
9.6 
7.6 
10.9 


6.8 
14.3 
4.3 
7.3 
15.6 


zona  Public  Service 
lUn 

lk  of  New  York 
States  Power 
S  Industries 


555 
555 
557 
557 
559 


14.0 
14.0 
14.0 
14.0 
14.0 


15.4 
13.4 
16.2 
16.6 
9.3 


679 
441 
375 
824 
518 


8.6 
11.6 
12.6 

6.8 
10.5 


9.3 
11.6 
14.1 

7.8 
7.3 


Illinois  Power 

Thriftimart 

Hercules 

Continental  Corp 
Mountain  Fuel  Supply 


616 
616 
620 
621 
622 


13.1 
13.1 
13.1 
13.1 
13.0 


14.5 
8.0 
7.5 
7.8 

15.4 


802 
475 
566 
402 
692 


7.1 
11.0 
10.0 
12.2 

8.4 


7.7 
7.2 
5.5 
7.7 
9.3 


lerated  Dept  Stores 
stvaco 

ase  Manhattan 
iser  Alum  &  Chem 


560 
560 
562 
563 


13.9 
13.9 
13.9 
13.9 


11.1 
8.9 

11.3 
def 


432 
603 
500 
689 


11.7 
9.6 

10.8 
8.4 


9.2 
6.6 
10.1 
0.7 


Wisconsin  Elec  Power 
Southern  Calif  Edison 
Philadelphia  Natl 
Godfrey 


622 
624 
625 
626 


13.0 
13.0 
13.0 
13.0 


16.2 
15.4 
15.2 
9.9 


797 
742 
554 
629 


7.2 
7.8 
10.1 
9.2 


8.3 
8.9 
12.0 
7.6 


lumbia  Gas  System 
ernational  Paper 
st  Natl  State  Bcp 
rcle  K 


564 
564 
566 
567 


13.9 
13.9 
13.9 
13.8 


13.5 
4.5 

16.2 
def 


751 
589 
430 
592 


7.8 
9.8 
11.7 
9.7 


7.7 
3.9 
14.0 
def 


Mellon  National 
Ideal  Basic  Inds 
Liquid  Air 
Union  Carbide 


627 
628 
628 
628 


13.0 
13.0 
13.0 
13.0 


14.3 
def 

10.7 
7.9 


473 
682 
569 
632 


11.2 
8.5 
10.0 

9.2 


11.5 
def 
8.5 
6.0 


or  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years 
•f:  deficit 
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Who's  where  in  profitability 


Company 

Return  on  equity 
latest 
5-year  12 

Fdllr    average  lUUIllIlo 

Return  on  capital 
latest 
5-year  12 

rank    avpracrp*  mnntfK 
Fall  h.     dvcid^t  uiuiifciia 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average"  months 

Return  on  capita 
late 

5-year  12 
rank  average  *  morj 

UGI 

National  Can 
Norton  Simon 
Pacific  Pwr  &  Lt 
Genetal  Dynamics 

631  12.9%  11.3% 

632  12.9  8.3 
632       12.9  9.6 

634  12.9  14.6 

635  12.8  9.2 

721       8.0%  7.3% 
635       9.2  6.3 
664       8.8  6.5 
782       7.3  •  7.9 
593       9.7  7.0 

Comerica 
National  Gypsum 
Super  Food  Services 
Lincoln  National 
St  Regis  Paper 

693       12.1%  9.9% 
693       12.1  3.1 
693       12.1  11.5 
697       12.1  9.0 
697       12.1  8.2 

467      11.3%  9. 
632       9.2  2. 
651       8.9  8. 
478      11.0  8. 
676       8.6  5. 

Centene  Bancorp 

Commonwealth  Energy 

GATX 

Borden 

Paine  Webber 

636  12.8  10.3 

637  12.8  11.0 

638  12.8  6.8 

639  12.8  12.8 
639       12.8  24.5 

420     11.9  9.1 
856       6.4  5.2 
891       5.7  4.0 
603       9.6  9.6 
525     10.5  17.2 

NBD  Bancorp 
West  Point-Pepperell 
Central  Illinois  Lt 
J  C  Penney 

Dayton  Power  &  Light 

699       12.0  11.1 
699       12.0  11.8 
701       12.0  14.5 
701       12.0  13.6 
703       12.0  15.2 

484      11.0  10. 
599       9.6  9. 
882       5.8  6. 
586       9.8  10. 
772       7.4  8. 

Walter  E  Heller  Intl 

Midland-Ross 

Eaton 

Montana  Power 
Perm  Central 

641       12.8  18.8 
641       12.8  2.8 

643  12.8  5.7 

644  12.8  14.8 

645  12.8  10.6 

790       7.3  9.1 
538      10.3  3.6 
657       8.9  5.0 
770       7.5  7.8 
613       9.5  8.0 

Kansas  City  Pwr  &  Lt 
National  Fuel  Gas 
Allied  Corp 
Amfac 

San  Diego  Gas  &  Elec 

703       12.0  13.1 
703       12.0  13.3 
706       12.0  11.6 
706       12.0  4.6 
708       12.0  17.4 

874       6.1  6. 
759       7.6  8. 
712       8.2  8j 
744       7.8  4. 
723       8.0  10. 

Textron 

Niagara  Mohawk  Power 
Central  Steel  &  Wire 
Barnes  Group 
Torchmark 

646  12.7  8.2 

647  12.7  15.7 

648  12.7  3.5 

649  12.7  def 
649       12.7  12.0 

503     10.7  7.4 
768       7.5  8.9 
387      12.5  3.5 
521      10.5  def 
400     12.3  9.2 

Fieldcrest  Mills 
Potomac  Elec  Power 
Florida  Progress 
Ampco-Pittsburgh 
Corning  Glass  Works 

709       11.9  4.3 
709       11.9  12.9 

711  11.9  10.8 

712  11.9  def 
712       11.9  3.0 

637       9.2  4. 
827       6.8  7. 
872       6.1  5. 
428      11.8  2. 
534     10.4  3. 

Georgia-Pacific 
So  New  England  Tel 
Penn  Traffic 
Middle  South  Utils 
Union  Electric 

651       12.7  5.5 
651       11.7  12.2 

653  12.7  9.8 

654  12.7  13.7 
654       12.7  14.0 

717       8.1  3.5 
795       7.2  6.9 
578       9.9  7.8 
811       7.0  7.7 
856       6.4  6.3 

Raymond  Intl 
Zayre 

Delmarva  Power  &  Lt 
Walt  Disney 
Washington  National 

714       11.9  9.1 
714       11.9  13.8 
716       11.9  13.7 
716       11.9  8.4 
718       11.9  7.7 

583       9.8  7. 
709       8.2  9. 
805       7.1  7. 
492      10.9  8. 
501      10.8  7. 

First  Wisconsin 
Allegheny  Power 
Holiday  Inns 
Seafirst 
Nashua 

656  12.6  12.3 

657  12.6  16.1 
657       12.6  8.3 
657       12.6  def 
660       12.6  def 

535      10.3  10.5 
821       6.9  8.4 
551      10.2  7.7 
438     11.6  def 
530     10.4  def 

Rexnord 

Oklahoma  Gas  &  Elec 
Riegel  Textile 
Scott  Paper 
Pueblo  International 

719  11.9  2.7 

720  11.8  16.2 
720       11.8  5.8 
720       11.8  9.0 
723       11.8  11.5 

555      10.1  3. 
861       6.3  8. 
660       8.8  5 
651       8.9  7. 
706       8.2  8. 

Sperry 
Gould 

Cleveland  Elec  Ilium 
McDonnell  Douglas 
Wetterau 

660       12.6  6.7 

662  12.6  9.6 

663  12.5  15.6 

664  12.5  11.2 

665  12.5  10.1 

581       9.8  5.9 
590       9.7  8.3 
776       7.4  8.7 
394      12.4  11.0 
541     10.3  7.5 

Eagle-Picher  Inds 
Levitz  Furniture 
Coastal  Corp 
Royal  Crown  Cos 
National  Distillers 

724  11.8  5.5 

725  11.8  4.2 

726  11.8  7.9 

727  11.7  14.6 

728  11.7  8.9 

603       9.6  4. 
746       7.8  4. 
765       7.5  7. 
647       9.0  10. 
608       9.6  7. 

Gulf  States  Utils 
American  Natl  Ins 
Central  111  Pub  Svc 
Pacific  Gas  &  Elec 
Carolina  Pwr  &  Lt 

666  12.5  11.8 

667  12.5  9.5 

668  12.5  14.0 

669  12.5  15.8 

670  12.4  13.0 

824       6.8  7.3 
392     12.4  9.5 
839       6.7  6.8 
719       8.1  9.4 
833       6.8  6.9 

So  Carolina  E  &  G 
Zale 

Toledo  Edison 
CFS  Continental 
Hawaiian  Electric 

729       11  7  10.9 
729       11.7  1.1 

731  11.6  13.5 

732  11.6  14.9 

733  11.6  14.1 

870       6.2  6. 
507      10.6  2. 
779       7.4  8. 
681       8.5  10. 
852       6.6  7. 

Continental  Group 
Timken 

Willamette  Inds 

RCA 

Ceco 

670       12.4  9.5 
670       12.4  4.5 
670       12.4  def 

674  12.4  9.9 

675  12.4  9.2 

650       9.0  7.1 
439      11.6  4.2 
590       9.7  1.3 
573       9.9  7.8 
560     10.0  7.7 

Gifford-Hill 
Consumers  Power 
Potlatch 
Warner-Lambert 
ARA  Services 

734  11.6  def 

735  11.6  11.5 

736  11.5  3.5 

737  11.5  13.8 

738  11.5  7.8 

615       9.5  3. 
860       6.3  6 
710       8.2  3. 
670       8.7  9 
657       8.9  6 

Cincinnati  G  &  E 
Lone  Star  Industries 
Household  Intl 
Consolidated  Edison 
DEKALB  AgResearch 

676       12.3  13.0 
676       12.3  def 

678  12.3  8.9 

679  12.3  14.2 

680  12.3  5.1 

800       7.2  7.2 
641       9.1  2.2 
844       6.7  5.6 
808       7.0  8.1 
615       9.5  4.9 

Atlantic  City  Elec 
Rose's  Stores 
Portland  Genl  Elec 
Utah  Power  &  Light 
Owens-Corning  Fbrgls 

739  US  9.9 

740  11.5  10.3 

741  11.4  17.5 

742  11.4  11.8 

743  11.4  3.1 

831       6.8  6. 
553     10.2  9 
800       7.2  9 
797       7.2  7. 
626       9.3  3 

American  Cyanamid 
Diilard  Dept  Stores 
Ryan  Homes 
Penn  Power  &  Light 
Rochester  Gas  &  Elec 

681       12.3  9.2 
681       12.3  15.4 
681       12.3  1.1 

684  12.3  13.4 

685  12.3  14.9 

613       9.5  7.6 
740       7.9  9.5 
469      11.2  1.7 
821       6.9  6.9 
776       7.4  8.8 

Perini 

Pub  Svc  Elec  &  Gas 
Boston  Edison 
Fisher  Foods 
Crane 

744  11.3  14.9 

745  11.3  11.8 

746  11.3  9.2 
746       11.3  6.3 
748       11.3  2.6 

580       9.9  13 
855       6.4  6 
893       5.6  5 
776       7.4  7 
727       8.0  4 

Deere 

Allied  Stores 
HammermiU  Paper 
Baltimore  Gas  &  Elec 

686  12.2  3.9 

687  12.2  9.8 

688  12.1  9.5 

689  12.1  12.8 

571       9.9  3.7 
668       8.8  6.7 
747       7.8  5.9 
817       6.9  7.2 

Donaldson,  Lufkin 
Yellow  Freight  System 
Monsanto 
HRT  Industries 

748       11.3  14.8 

750  11.3  6.1 

751  11.3  10.6 

752  11.2  0.4 

516     10.5  i: 
701       8.3  4 
708       8.2  7 
827       6.8  3 

California  First  Bank 
Michigan  National 
Eastern  Gas  &  Fuel 
Celanese 

690  12.1  4.3 

691  12.1  0.3 

692  12.1  14.9 

693  12.1  4.4 

636       9.2  4.8 
564      10.0  1.6 
789       7.3  8.3 
699       8.3  3.8 

Berkshire  Hathaway 
Intl  Tel  &  Tel 
AMAX 
Scovill 

753  11.2  5.9 

754  11.2  10.4 

755  11.2  def 
755       11.2  9.6 

557      10.1  6 
647       9.0  « 
621       9.4  d. 
631       9.2  8 

*For  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years, 
def:  deficit 
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io's  where  in  profitability 


Return  on  equity 

Return  on  capital 

Return  on  equity 

Return  on  capital 

5-year 

latest 

latest 

latest 

latest 

12 

5-year 

12 

5-year 

12 

5-year 

12 

upany 

rank  average  months 

rank  average*  months 

Company 

rank 

average* 

months 

rank  average*  months 

1  ens-Illinois 

757 

11.1% 

7.5% 

740 

7.9% 

6.1% 

Arden  Group 

819 

9.8% 

10.1% 

827 

6.8% 

7.5% 

!:  n wait 

758 

11.1 

7.9 

699 

8.3 

f\  X 
O.4. 

Dorsey 

819 

9.8 

def 

772 

7.4 

def 

i;  hern  Company 

759 

11.1 

13.9 

886 

5.8 

6.6 

Sears,  Roebuck 

8!9 

9.8 

9.0 

662 

8.8 

7.6 

1  unpion  Intl 

760 

11.1 

0.9 

771 

7.5 

2.4 

Dayco 

823 

9.8 

1.3 

864 

6.3 

2.8 

1  thern  Trust 

761 

11.0 

10.8 

570 

9.9 

10.3 

Cluett,  Peabody 

824 

9.8 

10.8 

666 

8.8 

9.8 

i  teral  Host 

762 

11.0 

15.2 

794 

7.3 

9.1 

Magic  Chef 

825 

9.7 

4.9 

671 

8.7 

5.5 

t  Schaffner  &  Marx 

763 

11.0 

12.7 

598 

9.7 

10.8 

Roper  Corp 

826 

9.7 

5.8 

/yu 

1 .6 

5.0 

!  la  Electric 

763 

11.0 

13.2 

868 

6.3 

7.0 

Burlington  Northern 

827 

n  7 

10.4 

7.0 

7.7 

.  mon wealth  Edison 

765 

11.0 

13.8 

867 

6.3 

7.2 

Sybron 

828 

9.7 

4.8 

711 

A  7 
4./ 

JieriTrust 

766 

11.0 

9.8 

477 

11.0 

9.8 

First  Chicago 

829 

9.6 

10.3 

687 

8.4 

9.2 

nis 

766 

1 1.0 

7.2 

729 

7.9 

5.9 

Kerr  Glass  Mfg 

829 

9.6 

8.2 

7  A  7 

747 

7.8 

6.8 

i  ierson,  Clayton 

768 

11.0 

8.6 

515 

10.5 

8.2 

Arvin  Industries 

831 

9.6 

4.6 

70  1 
7  ol 

7  A 

f  .4 

4.8 

ta  Fe  Industries 

769 

1 1.0 

8.6 

763 

7.6 

5.9 

CSX 

Oil 

y.o 

9.5 

7  00 

7.3 

6.6 

W 

769 

1 1.0 

6.7 

697 

8.3 

5.4 

Goodyear 

833 

9.6 

9.9 

754 

7.7 

8.2 

aerican  Elec  Power 

771 

11.0 

10.5 

821 

6.9 

6.5 

)im  Walter 

834 

9.6 

0.7 

834 

6.7 

2.8 

istar 

772 

10.9 

4.3 

704 

8.2 

3.9 

Washington  Gas  Light 

835 

9.5 

10.1 

077 

o77 

a  rt 
o.U 

A  A 
0.4 

.unpion  Spark  Plug 

773 

10.9 

5.9 

544 

10.3 

6.1 

Longview  Fibre 

836 

9.4 

1.2 

A/if. 
04U 

0  1 

y.i 

1  fi 

1.0 

(wart-Warner 

774 

10.8 

5.0 

509 

10.6 

4.8 

Harris  Bankcorp 

oil 

O  A 

9.4 

1  f\  7 

AC1 

fi  O 

o.y 

lU.o 

i  io  Edison 

775 

10.8 

13.2 

849 

6.6 

7.4 

Kentucky  Utilities 

838 

9.4 

13.2 

7  n 

7.U 

IF 

776 

10.8 

7.5 

711 

8.2 

6.2 

Equitable  of  Iowa 

839 

9.3 

4.5 

662 

8.8 

5.9 

(ck  &  Decker 

777 

10.8 

def 

566 

10.0 

Jet 

Skyline 

840 

9.3 

5.5 

0  1 

y.o 

c  c 

COR 

778 

10.8 

7.9 

Di  Giorgio 

841 

9.3 

6.4 

7  n 

0 .4 

!>lic  Service  Colo 

779 

10.7 

13.0 

858 

6.3 

7.1 

Associated  Dry  Goods 

QA1 

»4Z 

O  7 

y.L 

y.o 

00V 

Q  A 

■7  c 

f.O 

rson  Pirie  Scott 

780 

10.7 

5.0 

706 

8.2 

6.3 

Olin 

843 

9.2 

8.9 

7  1 

A  O 

o.y 

i  lisiana-Pacif  ic 

781 

10.7 

def 

788 

7.3 

def 

Northwestern  Steel 

844 

9.2 

def 

643 

9.1 

def 

t  en  Group 

782 

10.7 

2.1 

701 

8.3 

3.7 

Dravo 

845 

9.1 

2.1 

k7A 

O.O 

1  0 
0.0 

3  ins  Products 

783 

10.6 

def 

626 

9.3 

0.7 

Chromalloy  American 

846 

9.1 

def 

04Z 

A  7 
0./ 

aet 

IC  Industries 

784 

10.6 

6.6 

638 

9.1 

5.6 

Springs  Industries 

847 

9.1 

12.2 

71A 

7  O 

f .y 

1  f\  Q 

lU.o 

chor  Hocking 

785 

10.5 

4.4 

695 

8.3 

4.1 

Crown  Zellerbach 

848 

9.1 

4.4 

QA7 

84/ 

A  7 

O./ 

6.3 

nufacturers  National 

786 

10.5 

8.1 

622 

9.4 

7.7 

Adolph  Coors 

849 

9.0 

6.4 

692 

8.4 

5.8 

11  ins  &  Aikman 

787 

10.5 

10.8 

684 

8.5 

8.5 

Scot  Lad  Foods 

850 

9.0 

3.9 

QCA 

534 

A  C 

A  A 
4.0 

iiwmut 

787 

10.5 

12.8 

512 

10.6 

14.6 

Williams  Cos 

851 

9.0 

3.4 

fi70 

O/V 

a  n 
o.U 

O.J, 

ntrol  Data 

789 

10.5 

9.4 

646 

9.0 

8.6 

Marine  Midland  Banks 

OC  7 

o.y 

11). 2 

7  00 

7  c 

Q  7 

O.  / 

rtheast  Utilities 

790 

10.5 

13.4 

872 

6.1 

7.2 

Armstrong  World  Inds 

853 

8.9 

3.2 

7  A 

f  .0 

2  A 
0.4 

mco 

791 

10.4 

def 

703 

8.3 

def 

Stokely-Van  Camp 

854 

8.9 

11.3 

817 

6.9 

8.4 

ppers 

791 

10.4 

3.4 

677 

8.6 

4.3 

Robertshaw  Controls 

855 

8.9 

4.7 

7  ^ 

*+.o 

laisville  Gas  &  Elec 

791 

10.4 

10.6 

881 

5.9 

5.7 

Cyclops 

856 

8.8 

def 

707 

/y/ 

7  0 

1.0 

K  Porter 

794 

10.4 

2.0 

686 

8.5 

4.0 

Manhattan  Industries 

O  C  7 

8.0 

19. 0 

&  1 4 

ol4 

7  a 

r  .u 

1U.4 

search-Cottrell 

795 

10.4 

11.4 

568 

10.0 

10.4 

Dan  River 

858 

8.7 

2.7 

flAZ 
o43 

A  7 

o.L 

ntral  Soya 

796 

10.4 

6.4 

688 

8.4 

6.0 

Fruehauf 

859 

8.7 

def 

840 

6.7 

0.6 

ise  Cascade 

797 

10.4 

0.1 

712 

8.2 

2.0 

Frederick  &  Herrud 

860 

8.7 

0.9 

OU4 

7  1 

c  Gamble  Robinson 

798 

10.3 

6.3 

696 

8.3 

5.7 

BanCal  Tri-State 

861 

8.5 

4.2 

oir 

Ol  J 

7  n 

1  .u 

a  n 

4.U 

s  Service 

799 

10.3 

6.7 

858 

6.3 

5.3 

El  Paso 

ooZ 

O  A 

0.4 

107 

onfi 

A  O 

4.y 

fi  0 

o.z 

:Dermott 

799 

10.3 

13.0 

793 

7.3 

8.5 

Grumman 

863 

8.4 

9.3 

o.U 

7  2 

immins  Engine 

801 

10.3 

2.6 

731 

7.9 

3.0 

General  Motors 

864 

8.4 

5.2 

737 

7.9 

4.5 

iquesne  Light 

801 

10.3 

11.6 

871 

6.2 

6.4 

King  Kullen  Grocery 

865 

8.4 

9.4 

/  Z4 

o.U 

Q  Q 

o.y 

ties  Service 

803 

10.2 

8.0 

756 

7.7 

5.8 

BancOhio 

866 

8.3 

7.3 

7*)7 
7  £.7 

o.U 

7  T 

itionwide 

803 

10.2 

8.6 

521 

10.5 

8.7 

Phillips-Van  Heusen 

00/ 

0.0 

7  Q 

1.0 

fiftfi 

7  n 

f  .u 

7  T 

/  .Z 

lanta  Gas  Light 

805 

10.2 

6.0 

869 

6.2 

5.0 

Diamond  Intl 

868 

8.3 

2.4 

760 

7.6 

3.2 

iter  Hawley  Hale 

806 

10.2 

5.7 

838 

6.7 

4.5 

Brockway  Inc  (NY) 

669 

8.2 

7.1 

836 

6.7 

6.2 

Soto 

807 

10.2 

4.7 

685 

8.5 

4.5 

Genl  Tire  &  Rubber 

870 

8.1 

3.3 

t£  J  7 

A  7 

2  A 
0.4 

-awbridge  &  Clothier 

808 

10. 1 

7.8 

744 

7.8 

6.3 

Southwest  Forest  Inds 

0/1 

Q  1 

0. 1 

del 

7Afl 

7  c 

1 .0 

ilt  Industries 

809 

10.1 

def 

812 

7.0 

def 

Hanna  Mining 

872 

8.1 

def 

784 

7.3 

def 

troit  Edison 

810 

10.0 

9.6 

883 

5.8 

5.5 

Sherwin-Williams 

873 

8.0 

11.0 

888 

5.7 

7.5 

ner  Hoist  &  Derrick 

811 

10.0 

def 

749 

7.8 

1.5 

No  Indiana  Pub  Svc 

874 

8.0 

5.1 

901 

5.2 

4.7 

iARCO 

812 

9.9 

def 

679 

8.6 

def 

Munford 

875 

8.0 

19.9 

894 

5.6 

10.6 

Industries 

813 

9.9 

5.4 

864 

6.3 

4.5 

Pittston 

876 

7.8 

7.7 

851 

6.6 

6.4 

vnolds  Metals 

814 

9.9 

def 

875 

6.1 

0.0 

Interlake 

877 

7.8 

4.7 

832 

6.8 

4.7 

ietwood  Enterprises 

815 

9.9 

14.7 

578 

9.9 

14,6 

Libbey-Owens-Ford 

878 

7.7 

3.1 

775 

7.4 

4.1 

nerace 

816 

9.9 

2.5 

853 

6.5 

2.8 

Kellwood 

879 

7.6 

11.0 

807 

7.1 

11.1 

irroughs 

817 

9.9 

7.5 

657 

8.9 

6.1 

Monfort  of  Colorado 

880 

7.6 

43.5 

884 

5.8 

29.1 

i  Electric  &  Power 

818 

9.9 

10.7 

861 

6.3 

6.5 

Outboard  Marine 

880 

7.6 

11.2 

850 

6.6 

9.0 

ner  Maize-Products 

819 

9.8 

8.4 

752 

7.7 

6.7 

Burlington  Inds 

882 

7.4 

4.5 

876 

6.1 

4.1 

;or  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years, 
sf:  deficit. 


'Not  available;  not  ranked. 
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Who's  where  in  profitability 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average"  months 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capii 
lal 

5-year  1 
rank  average*  mc 

Shopwell 
Manville 
Southern  Pacific 
Varian  Associates 
aneller-OloDe 

883  7.3%  12.9% 

884  7.3  def 

885  7.2  5.5 

886  7.1  12.3 

W.fi.7            7  fl  117 

895       5.6%  7.5% 
845       6.7  2.8 
898       5.3  4.7 
848       6.6.  10.4 

RQ<i         \                7  0 

OtO            J.J                 t  -7 

Graniteville 

Certain-teed 

Allis-Chalmers 

Alexander's 

AMR 

943  2.1%  def 

944  1.6  def 

945  1.6  def 

946  1.2  5.7% 

947  1.2  def 

953  2.5%  1 
942       3.5  <. 
940       3.6  i 

954  2.5  i 
949  3.1 

Golden  West  Finl 

Polaroid 

NVF 

Hoover 

Fidelcor 

888  6.9  def 

889  6.8  3.4 

890  6.8  def 

891  6.8  def 

574              D.O            1  J.U 

861       6.3  def 
813       7.0  3.7 
617       9.5  def 
937       3.7  def 

004            O.O  1Z..O 

Pabst  Brewing 
Ramada  Inns 
Peabody  Intl 
Singer 

Westmoreland  Coal 

948  0.8  0.3 

949  0.6  def 

950  0.6  1.9 

951  0.5  def 

952  0.4  8.6 

961  1.0 
943  3.3 

946  3.2 

959       1.5  ( 

Kaufman  &  Broad 
B  F  Goodrich 
M  Lowenstein 
Lukeus 
Zenith  Radio 

893  6.3  def 

894  6.2  def 

895  6.2  10.0 

896  6.1  3.3 

007            ^  0  rlpf 
07/           D.y  uei 

901       5.2  0.9 

885  5.8  0.9 

886  5.8  8.0 
899       5.2  3.0 
R80         ^7            n  Q 

Fedl  Natl  Mortgage 
Pan  Am  World  Airways 
Cook  United 
Pettibone 
Firestone 

953  0.2  def 

954  0.2  def 

955  def  def 

956  def  def 

957  del  def 

910  4.8 
955       2.4  I 
934       3.7  t 
931       3.8  c 
962       1.0  ( 

Chic  Pneumatic  Tool 
Del  E  Webb 
Western  Union 
American  Can 
United  States  Steel 

898  5.9  def 

899  5.8  def 

900  5.7  9.9 

901  5.7  def 
oni         ^7         l  ^ 

7Ul                  J .  f                    I  .O 

786       7.3  1.4 
726       8.0  4.0 
891       5.7  7.6 
909       4.8  def 
yvo        j.u  l.i 

American  Bakeries 
Uniroyal 
Ford  Motor 
Wilson  Foods 
Jonathan  Logan 

958  def  def 

959  def  8.0 

960  def  def 

961  def  20.0 

962  def  9.9 

951  2.8 
958        1.8  < 
965       0.4  c 
963       0.9  M 
968       def  i 

Reichhold  Chemicals 
Toro 

Armstrong  Rubber 
Revere  Copper 
Beneficial  Corp 

903  5.6  0.3 

904  5  4  def 

905  5.3  12.3 

906  5.3  def 
y\j/         o.l  Qci 

903       5.2  2.2 
719       8.1  0.4 
897       5.5  9.5 
934       3.7  def 
onn       ^  i  "x% 

"W          D.Z  o.o 

Kaiser  Steel 

Gulf  Resources  &  Chem 
Keystone  Consolidated 
Inco 

Gibraltar  Financial 

963  def  1.8 

964  def  def 

965  def  def 

966  def  def 

967  def  def 

971  def 

957       2.1  : 

972  def  < 
964       0.4  c 
967       def  c 

Primark 
Inland  Steel 
Bethlehem  Steel 
Castle  &  Cooke 

908  5.0  5.5 

909  4.9  def 

910  4.8  def 
910        4.8  def 
oi  n        a  ft  AM 

7lU                 '♦.O  UCl 

934       3.7  3.8 
925       4.2  def 
921       4.3  def 
904       5.1  def 

Oil          4  7  Af( 

y  1 1        *+.  /  uci 

Bird  &  Son 

Edward  Hines  Lumber 
Talley  Industries 
United  Merch  &  Mfrs 
General  Refractories 

968  def  def 

969  def  def 

970  def  def 

971  def  def 

nil              i  _  r               i  _r 

972  del  def 

975       def  c 
977       def  c 
966       0.2  c 

973  def  c 

974  def  c 

Gt  Western  Financial 
Clark  Equipment 
Republic  Steel 
Tiger  International 

Roll  Jfc  Unuioll 

oeu  &.  no  wen 

913  4.8  def 

914  4.7  def 

915  4.6  def 

916  4.6  def 

"1/  't.D 

905       5.1  def 
924       4.2  def 
937       3.7  def 
907       5.0         1  1 

017           A.  ^               7  A 

GAF 

Eastern  Air  Lines 
First  Pennsylvania 
Western  Air  Lines 
Great  Atl  &  Pac  Tea 

973  def  def 

974  def  def 

975  def  def 

976  def  def 

977  def  0.5 

976       def  ( 
952       2.7  c 
969       def  3 
960  1.2 
981       def  - 

Interstate  Bakeries 
G  C  Murphy 
General  Public  Utils 
Phelps  Dodge 
Avondale  .Mills 

917        4.6  0.9 

919  4.6  3.4 

920  4.6  2.4 

921  4.5  def 

007             A  Q              fl  A 

721       8.0  19.9 
921       4.3  3.6 
921       4.3  3.5 
930       3.9  def 

oi  fl        a  ^  no 
yio  u.y 

Intl  Harvester 
Republic  Airlines 
American  Motors 
Texas  Air 

Commonwealth  Oil  Rfg 

978  def  def 

979  def  def 

980  def  def 

981  def  def 

982  def  def 

979       def  c 
919       4.5  c 
987       def  c 
738       7.9  t 
984       def  c 

Genesco 
Kane-Miller 
J  P  Stevens 
Mohasco 
Hamischfeger 

923  4.4  def 

924  4.4  5.3 

925  4.3  4.5 

926  4.2  3.4 

007                 A    1  Ae*( 

yL/  del 

912  4.7  0.5 

913  4.7  5.2 
919       4.5  4.4 
916       4.6  4.8 
yzo       4.u  aer 

KDT  Industries 
Chrysler 

Sambo's  Restaurants 

Braniff  Intl 

AM  International 

983  def  def 

984  def  NE 

985  def  def 

986  def  def 

987  def  def 

982  def  t 

988  def  < 
986       def  c 

983  def  c 

989  def  c 

National-Standard 
Northwest  Airlines 
United  Brands 
H  F  Ahmanson 
National  Steel 

928  4.1  def 

929  4.0  0.5 

930  3.8  def 

931  3.7  def 

Q-i-}            2  7  Aol 
7oL            of  del 

940       3.6  def 
950       3.0  0.7 
932       3.8  1.1 
947       3.2  def 

Q/lfi           3  1  Ao( 

y^o       o.i  aer 

Wickes  Cos 
Massey-Ferguson 
Pantry  Pride 
Rath  Packing 
Allied  Supermarkets 

988  del  def 

989  def  def 

990  def  NE 

991  def  def 

992  def  15.6 

978       def  ( 
985       def  c 
980       def  ( 
990  def 
969       def  L 

Wheeling-Pitts  Steel 
U  S  Industries 
F  W  Woolworth 
Foodarama  Supermkts 

RnfTTi  an '  c 
13 U I  Illdli  3 

933  3.7  def 

934  3.6  7.6 

935  3.4  def 

936  3.4  4.5 

"0/          o.o         I  i.o 

933       3.8  def 
927       4.0  7.3 
939       3.6  def 
914       4.7  5.5 

OIQ            A  C\                Q  A 

yz.y        4.u  o.4 

Bruno's 
CIGNA 
Dillingham 
Fuqua  Industries 
Imperial  Corp  of  Am 

36.2 
19.3 

8.3 
18.2 

def 

2- 
U 

1 
c 

First  Charter  Finl 
Olympia  Brewing 
Trans  World 
Macmillan 
UAL 

938  3.3  def 

939  2.8  def 
939        2.8  def 

941  2.7  11.0 

942  2.6  def 

915       4.6  def 
944       3.3  def 
926       4.0  1.6 
944       3.3  9.5 
956       2.3  def 

Masonite 

PennCorp  Financial 

Richardson-Vicks 

RLC 

Swift  Independent 

def 
12.8 
13.4 

6.6 
38.0 

.11 
1( 
lc 

u 

"For  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years.    "Not  available;  not  ranked 
NE:  negative  equity,    def:  deficit. 

234 


 _____ — 

How  they  rank,  long  and  short  term,  in  earnings-per-share  and 
sales  growth  in  a  12-month  period  and  on  a  five-year  average. 

Who's 
where  in 


growth 


If  you  need  any  further  confirmation  that  the  U.S. 
economy  has  changed  in  a  fundamental  way,  just  study 
the  table  on  page  236.  It  ranks,  from  first  to  last,  981 
major  companies  appearing  in  our  survey  in  order  of  their 
earnings-per-share  compound  growth  rates — including 
years  that  span  the  last  business  cycle.  Of  the  top  5,  none  is 
an  old-line  industrial  company.  Of  the  top  10  there  are 
only  2:  M.  Lowenstein,  a  textile  company  in  an  earnings 
turnaround  whose  growth  figures  are  badly  distorted  by 
deficits  in  prior  years;  and  Litton  Industries,  a  successful 
conglomerate  with  a  sizable  defense  play.  You  have  to  drop 
to  19  to  find  an  oil  company. 

What's  on  top?  Apple  Computer.  Nike,  the  running- 
shoe  people.  A  casino.  An  insurance  holding  company. 
And  General  Host,  a  specialty  food  retailer  that  makes 
most  of  its  money  in  the  fourth  quarter  selling  Christmas 
gift  packages. 

Glance  through  the  rest  of  the  top  40,  which  averaged  at 
least  32.5%  a  year  (that's  a  quadrupling  in  five  years).  The 
spectacular  earnings  gains  in  this  recession  economy  have 
been  made  by  computers  and  electronics  on  the  one  hand, 
and  information  and  services  on  the  other:  Wang  Laborato- 
ries, Wendy's,  Bruno's.  Bruno's?  It's  a  string  of  supermar- 
kets in  Alabama  and  nearby.  Of  the  40,  only  14  could  be 
characterized  as  old-line  manufacturing  or  basic  transpor- 


tation companies,  if  you  include  Schlumberger,  the  oil- 
well  services  giant. 

Now  glance  at  the  bottom  40,  the  ones  who  took  the 
biggest  pratfalls.  Smokestack  America,  plus  6  airlines, 
outnumber  all  the  rest  29  to  1 1 — a  ratio  of  nearly  3-to- 1 .  Of 
the  11,3  are  supermarkets,  1  is  a  bank  and  1  an  S&L.  None 
is  a  computer  company.  (The  1 8  companies  at  the  very  end 
are  turnaround  situations  coming  from  deficit  positions 
that  made  growth-rate  calculations  meaningless.) 

What  does  all  this  mean?  Just  one  more  dramatic  confir- 
mation that  the  age  of  manufacturing  is  past  and  the  age  of 
services  and  information  is  here.  It  is  interesting,  though 
probably  coincidental,  that  IBM,  which  is  becoming  some- 
thing of  the  bellwether  stock  that  General  Motors  used  to 
be  on  Wall  Street,  falls  almost  in  the  middle  of  the  list,  at 
number  512. 

The  growth  figures  also  dramatize  the  stagflation  the 
country  has  been  enduring  most  of  the  past  decade.  Over 
the  ten  years  surveyed,  the  compounded  inflation  rate, 
based  on  the  GNP  deflator,  has  been  7.6%.  Only  602 
companies  exceeded  that,  some  only  by  a  whisker.  That 
means  40%  of  the  companies  reviewed  here  either  showed 
no  real  compound  earnings  growth  at  all,  or  actually 
declined.  Room  for  an  essay  there,  but  Forbes  has  written 
it  before,  repeatedly. 
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Who's  where  in  growth 


 — 

Company 

Earnings  per  share 
5-year    82t  vs 
rank  average'  1979-81 

Sales 
5-year     82t  vs 
rank  average*  1979-81 

Company 

Earnings  per  share 
5-year    82t  vs 
rank  average*  1979-81 



Sales 
5-year  821 
rank  average*  197 

Apple  Computer 
NIKE 

Caesars  World 
First  Executive 
General  Host 

1  127.2%  200.0% 

2  98.0  223.0 

3  91.8  -96.0 

4  90.0  65.1 

c            QIC  ICQ 

5  8/.o  iio.o 

1  154.3%  250.0% 
3     90.6  164.6 

74     29.3  29.4 

2  94.4  190.4 

noi           14               A  7 

Sun  Chemical 
Amer  Medical  Intl 
Big  V  Supermarkets 
Cullum  Companies 
United  Energy  Resources 

64  28.6%  -55.4% 

65  28.6  62.3 

66  28.5  33.8 

67  28.4  3.9 

oo        Ds.6         24. o 

550     13.1%  23 
102     26.8  8^ 
213      20.2  V\ 
481      14.2  23 

AC           77  7  Ifl 

46       55.1  Si 

Bangn-  Punta 
Resorts  Intl 
M  l.owenstein 
Subaru  of  America 
Litton  Industries 

6  82.3  -92.9 

7  80.2  -20.4 

8  78.5  152.4 

9  71  9  108.2 

in           £7  1             1  O  7 

10        o/.2  ly.5 

368     16.3  -20.4 
14     46.2  3.1 

977       2.6  -10.7 
25     41.4  28.4 

QO 1              AW  117 

BY4          O.o  11./ 

Dillingham 

Baker  International 

Gelco 

E  F  Hutton  Group 
Meredith 

69  28.3  0.7 

70  28.3  52.1 

71  28.2  -28.9 

72  28.2  -10.0 

yl           17  Q            7  Q  A 

/5        2/.V  2o.4 

416      15.4  13 
61     31.9  5^ 
18     44.6  41 
43     33.8  33 

JA7          ICC  11 

40/       15.5  t\ 

Federal  Express 
Thrihimart 
Whittaker 
Tosco 

Bergen  Brunswig 

11  62.9  83.7 

12  57.0  -33.3 

13  56.8  14.0 

14  56.6  138.8 

ir              C  7  /I               CI  C 

15  53. U  5o.O 

10     53.8  101.1 
880       7.2  8.1 
514      13.7  20.7 

44     33.8  33.8 

1A A         1  A  Q            CA  U 

Datapoint 

Berkshire  Hathaway 
Phibro-Salomon 
Morton  Thiokol 

I~I  ■  ■  .>  1*  .  .  .  Tnnl 

riugnes  i  ooi 

74  27.7  -93.8 

75  27.7  -13.3 

76  27.5  -9.8 

77  27.5  182.8 

70            17  1            1  1  o 

/o        1/.5        21. y 

22      42.6  61 
255      19.1  -i 

58     32.2  11 
803       8.9  -4 

55     32.4  3! 

Comdisco 
Wang  Laboratories 
Fairchild  Industries 
Standard  Oil  Ohio 
Humana 

16  51.3  121.8 

17  50.5  90.2 

18  50.4  -53.0 

19  47.9  14.0 

in          AC  C           no  1 

20  43.0  yo.l 

37     36.7  78.7 
13     49.8  114.0 
88     27.8  17.4 
68     30.4  17.7 

1Q         /IOC              1A  1 

co       4U.5  o4.o 

Digital  Equipment 
EG&G 

Natl  Convenience  Stores 
Oak  Industries 
Marriott 

79  27.1  28.3 

80  26.8  36.4 

81  26.6  36.7 
81       26.6  -3.5 

Q  1              r\C  A                7  O  iC 

05        2o.4         29. o 

48     33.5  61 
153     22.7  2$ 
248      19.2  4« 
131     23.9  35 

1D.             I  Q   1  li 

286       in. 5  i 

U  S  Air 

Phillips-Van  Heusen 

Metromedia 

Savin 

Storage  Technology 

21  39.9  -2.1 

22  38.5  17.6 

23  38.1  134.2 

24  38.1  P-D 

Zd        o/.o  Zo.U 

287      18.2  32.4 
936       5.1  9.2 
530     13.4  14.8 
31     38.9  22.0 

ic         A  C  7  All 

Seaboard 

Dorchester  Gas 

Raychem 

Alcan  Aluminium 

rtl/A-t^om 

84  26.3  156.7 

85  26.2  -40.1 

86  26.0  -19.8 

87  26.0  -75.1 

oo           1A  C\              1  c 
OO           20.U  O.D 

956       4.3  -& 

5    81.4  io; 

120      24.7  2 
532      13.4  -i 

1A          A1  ^  O. 

Tandy 
Celeron 

Business  Men's  Assur 
General  Instrument 
Wendy's  International 

26  37.5  90.2 

27  36.5  0.6 

28  35.6  -24.7 

29  35.6  35.7 

in           ir  c  'ICQ 

30  35.5  2o.o 

202     20.5  48.5 
29     40.2  8.9 
944       4.9  4.4 
548     13.2  22.2 

11          C5  1              CQ  A 
11        5J.1  5V.4 

Servicemaster  Inds 
Fuqua  Industries 
Worthington  Inds 
Loews 

Baldwin-United 

89  25.9  41.4 

90  25.7  66.9 

91  25.7  -14.0 

92  25.5  3.3 

Ol          ir  i  QIC 

y5        25.4  83.5 

140     23.3  3< 
73     29.6  -5 
105     26.5  2 
420  15.4 

O          C  C  1            1  71 

y       55.2  I/I 

Teledyne 

Mission  Insurance 

Boeing 

Cabot 

Bruno's 

31  35.4  8.1 

32  35.3  15.7 

33  35.2  -^3.8 

34  34.4  -22.1 

7  C             7  A  7              O  C  7 

35  34.2  85.2 

771       9.7  0.9 
83     28.4  9.5 
321      17.4  -2.1 
122     24.6  14.8 

117        inn  icq 
223      ly.y  36.8 

Supermarkets  General 
Geo  international 
Mattel 

Manhattan  Industries 
Harris  Corp 

94  25.2  42.2 

95  25.1  -44.6 

96  25.0  207.5 

97  25.0  D-P 

no         Ten         i  a  i 

98  23. U  —24./ 

693      11.0  1 
90     27.4  2 
183     21.3  3 
873       7.3  1 

ii7       i  n  i  ii 

21/       2U.  1  o] 

Wal-Mart  Stores 
Bally  Manufacturing 
Schlumberger 
Western  Co  No  Amer 
Food  Town  Stores 

36  33.4  64.5 

37  33.2  56.4 

38  32.8  41.4 

39  32.7  36.2 

in             7  7   C              7  Q  /I 

40  32.5  28.4 

35  37.4  75.4 
64     31.4  93.4 

117     24.8  29.8 

36  36.7  51.7 

C7                  1  CTO 

5/      32.3         3/. 8 

Hospital  Corp  of  Am 
Pitney  Bowes 
Brown-Forman  Dist 
Foster  Wheeler 
Genera!  Ke 

99       24.9  59.3 

100  24.9  1.6 

101  24.8  72.9 

102  24.7  10.1 

1  f»7           1 A  i  ion 

103  24./  28.U 

50     33.3  10' 
251      19.2  1 
477     14.3  3 
680     11.3  t 

714           17  7  9j 

324       1 1.5  &l 

Warner  Communications 
Cross  &  Trecker 
ConAgra 

lames  River  Corp  Va 
Cincinnati  Milacron 

40       32.5  45.3 

42  32.5  14.9 

43  32.2  33.2 

44  32.1  36.9 

ir               77    1                C  1  A 

45  32.1       -52. U 

112      25.6  70.8 
311      17.7  7.5 
477      14.3  88.3 
7     56.9  178.8 

CI  A            111                     7  C 

624       12.1  2.3 

Crum  &  Forster 
Trans  World 
U  S  Home 
Kelly  Services 
Control  Data 

104  24.6  -16.1 

105  24.4  P-D 

106  24.4  P-D 

107  24.0  -18.0 

1  AO              11    /  17 

108  2.3.6  1.3 

579  12.7 

634  12.0 

260      18.9  -1 

145  23.1 

481      14.2  1 

Toys  "R"  Us 
Waste  Management 
Perm  Central 
SmithKline  Beckman 
Mitchell  Energy  &  Dev 

46  32.0  46.1 

47  31.9  56.8 

48  31.8  40.5 

49  31.5  14.9 

50  30.9  3.1 

103     26.8  40.0 
86     28.1  60.8 
8     56.1  50.3 
121     24.7  69.1 

11            TOO                 Af\  A 

33      38.8  40.4 

American  Intl  Group 
Allied  Bancshares 
Dean  Foods 
Super  Valu  Stores 
Anixter  Bros 

109  23.5  34.1 

110  23.4  74.5 

111  23.4  34.2 

112  23.3  18.7 

111             177  11C 

113  15.5  11.5 

155     22.7  l\ 
30     39.2  10 
377     16.1  1 
390      15.9  l] 

114        1 n  0  £ 
224       19.8  5 

Texas  Oil  &  Gas 
G  Heileman  Brewing 
Ruddick 
Ryder  System 
Charter 

51  30.7  72.3 

52  30.6  28.1 

53  30.2  16.6 

54  30.2  11.4 

55  30.1  -73.0 

59     32.1  52.7 
80     28.6  22.2 
579      12.7  10.7 
221      20.0  20.3 
71      29.9  -11.2 

Walgreen 

Northwest  Industries 
Peoples  Drug  Stores 
Citizens  &  Sthrn  Ga 
Parsons 

114  23.2  44.6 

115  23.1  38.6 

116  23.0  23.7 

117  23.0  31.0 

118  22.9  38.2 

852         7.8  3 

397  15.8 

523      13.5  l\ 

/n        ill  91 
617       12.2  0 

732      10.3  4 

Tyco  Laboratories 
Kaufman  &  Broad 
Natl  Medical  Entrprs 
Superior  Oil 

56  30.0  -5.4 

57  29.8  P-D 

58  29.7  84.6 

59  29.7  -15.1 

45     33.7  100.8 
822       8.5  -8.7 

■%  £              ACS                1  1  T  *"» 

16     45.6  117.0 
66     30.9  35.6 

Capital  Cities  Commun 
Hewlett-Packard 
Cameron  Iron  Works 
Atlantic  Richfield 

119  22.9  27.0 

120  22.8  40.6 

121  22.8  66.8 

122  22.4  12.6 

190     20.8  3 
123     24.6  4* 
292      18.2  5i 
165     22.3  lj 

Parker  Drilling 
SCOA  Industries 
Hilton  Hotels 
Nucor 

60  29.5  39.7 

61  29.3  7.5 

62  29.1  -12.1 

63  28.8  -39.6 

52     32.7  45.5 
568      12.9  14.1 
836       8.2  9.2 
132     23.7  5.3 

Computer  Sciences 
Dover 
Rite  Aid 
Lear  Siegler 

123  22.3  -6.8 

124  22.2  24.4 
124       22.2  21.0 
126      22.2  -7.4 

199      20.6  1 
257      19.1  2 
313      17.6  2\ 
475  14.4 

'For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year  average  annual  increase  in  prices 
7.6%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy 
tLatest  12-months.    P-D:  profit  to  deficit.    D  P:  deficit  to  profit 
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o's  where  in  growth 


pany 

Earnings  per  share 
5-year     82t  vs 
rank  average"  1979-81 

Sales 
5-year     82t  vs 
rank  average'  1979-81 

Company 

Earnings  per  share 
5-year     82t  vs 
rank  average*  1979-81 

Sales 
5-year     82t  vs 
rank  average*  1979-81 

l  Republic  Intl 
ii  heon 

j  o  Petroleum 
iver  Insurance 
1  lican  Stores 

126      22.2%  9.0% 

128  22.1  11.8 

129  22.1  16.8 

130  22.0  -7.4 

131  21.9  46.9 

298      18.1%  12.5% 
383      16.1  18.5 
676      11.3  -45.1 
463      14.5  18.0 
12     51.6  27.5 

Morrison-Knudsen 
Houston  Natural  Gas 
Blount 

Texas  Commerce  Bshs 
Combustion  Eng 

190  19.1%  11.6% 

191  19.1  33.0 

192  19.1  18.9 

193  19.0  40.9 

194  19.0  31.6 

343      16.8%  32.5% 
160     22.5  35.1 
584      12.7  19.7 
54     32.5  57.3 
511      13.7  14.2 

|!  >er  Industries 
:  ram 
J  eer 
( iswick 

I  Ji  International 

132  21.9  0.4 

133  21.8  43.4 

134  21.8  -23.2 

135  21.7  664.3 

136  21.7  26.4 

62     31.5  29.8 
912       6.0  7.8 
158     22.5  23.8 
903       6.5  -8.5 
106      26.4  39.4 

Aetna  Life  &  Casualty 
Intel 

American  Standard 
McGraw-Hill 
Arner  Broadcasting 

195       18.9  -5.1 
195      18.9  -62.3 

197  18.9  -66.3 

198  18.9  20.9 

199  18.8  6.1 

457      14.6  10.3 
49     33.4  11.9 
862       7.6  -13.4 
608      12.3  18.4 
525      13.5  17.1 

!  pet 

|tez 

j  ess  Cash w ays 
iro  Petroleum 
u  Group 

137  21.6  -19.0 

138  21.3  -35.4 

139  21.2  41.3 

140  21.2  -45.7 

141  21.1  46.0 

169      22.2  23.5 
271      18.7  -9.0 

87     28.1  40.8 
100      26.9  -17.1 

77     29.0  70.5 

Merrill  Lynch 
Kroger 
Melville 
Milton  Bradley 
Petrolane 

200  18.8  18.2 

201  18.8  35.5 

202  18.7  9.9 

203  18.7  -31.5 

204  18.7  31.3 

108     26.3  51.0 
553      13.1  16.1 
266      18.8  32.7 
418      15.4  -5.7 
191      20.8  33.4 

]  Three  Industries 

j  Strauss 

[nit  Laboratories 

idsen 

ton-Hudson 

142  21.0  15.9 

143  21.0  -35.5 

144  20.9  29.6 

145  20.9  -20.0 

146  20.8  6.6 

130     23.9  21.6 
308      17.7  0.3 
352     16.6  25.2 
426      15.3  12.6 
258      19.0  31.1 

Johnson  Controls 
Std  Comml  Tobacco 
Consolidated  Papers 
Snap-On  Tools 
Rose's  Stores 

205  18.7  22.0 

206  18.6  34.3 

207  18.6  -26.7 
207       18.6  -3,5 
209       18.6  5.4 

94      27.2  20.4 
81     28.5  16.3 
520      13.6  7.1 
359      16.4  7.2 
902       6.6  15.0 

j  Macy 
tronix 

:  i  Industries 
:\ 

'.  wn  Central  Petroleum 

146       20.8  40.9 

148  20.7  -13.0 

149  20.7  15.3 

150  20.6  27.1 

151  20.6  -48.1 

629      12.0  30.0 
142     23.2  28.0 
800       8.9  9.3 
89     27.5  46.6 
151     22.8  35.2 

H  J  Heinz 
Shawmut 
Wyman-Gordon 
Data  General 
American  Brands 

210       18.6  34.8 
210       18.6  26.0 
210       18.6  60.3 

213  18.5  -60.4 

214  18.5  -0.3 

563      13.0  25.1 
334      17.1  60.7 
396      15.8  -7.9 
38     36.1  27.4 
767       9.7  2.5 

'  ice  Merchandise 
P 

ity  Oil 
;  cin-Elm  e  r 
K 

152  20.6  16.5 

153  20.4  -2.4 
153      20.4  -7.8 
153      20.4  -19.8 
156      20.4  -0.7 

47     33.5  28.5 
328      17.3  10.9 
114     25.3  33.3 
148     23.0  7.7 
844       8.0  7.9 

Westinghouse  Electric 
United  States  Gypsum 
Avco 

Ashland  Oil 
Di  Giorgio 

215  18.4  14.9 

216  18.4  -50.0 

217  18.3  -54.6 

218  18.3  -35.4 

219  18.3  -28.9 

889       7.0  15.0 
780       9.5  -11.2 
771       9.7  17.5 
414      15.4  11.0 
855       7.8  -4.5 

jie-Cleveland 
ertson's 

I'.port-McMoran 
ihington  Post 
•wning-Ferris  Inds 

157  20.4  -29.0 

158  20.3  31.8 

159  20.3  -29.7 
159       20.3  36.2 
161       20.3  49.2 

533      13.4  -14.7 
269     18.7  23.4 
297     18.1  14.1 
438      14.9  18.7 
496      14.0  26.9 

PennCorp  Financial 
Evans  Products 
Giant  Food 
Honeywell 
Alcoa 

220  18.2  39.7 

221  18.2  P-D 
221       18.2  100.5 
221       18.2  9.2 
224       18.2  -87.8 

715      10.6  13.3 
848       7.8  -10.8 
605      12.3  21.0 
605      12.3  13.6 
646      11.8  -5.8 

itier  Holdings 
o  Casualty 
ieuser-Busch  Cos 
coD  S 

lington  Northern 

162  20.3  14.1 

163  20.2  -19.1 

164  20.1  48.2 

165  20.1  30.3 

166  20.0  3.9 

188      20.9  17.3 
418      15.4  4.8 
330      17.2  30.1 
240      19.5  44.3 
315     17.5  7.1 

Dynalectron 
Transamerica 
Alexander  &  Alexander 
Esmark 
Brown  Group 

224       18.2  72.2 

226  18.1  -20.7 

227  17.9  -25.9 

228  17.9  -30.8 

229  17.8  23.3 

349      16.7  9.0 
750      10.0  2.1 
116     25.0  34.8 
991     -1.8  -25.7 
784       9.5  12.1 

Donald's 

CO 

t  Boston 
leral  Cinema 
're 

167  20.0  31.2 

168  19.9  58.7 

169  19.8  147.6 

170  19.8  58.2 
170       19.8  39.3 

300      18.0  22.1 
278      18.4  52.4 
26     41.3  113.7 
362     16.4  15.9 
824       8.4  23.6 

Consol  Freightways 
Deluxe  Check  Printers 
American  General 
Transco  Energy 
Cluett,  Peabody 

229       17.8  -26.9 
229       17.8  31.2 

232  17.8  10.2 

233  17.8  38.2 

234  17.7  33.2 

661      11.5  -21.0 
415      15.4  24.1 
690      11.1  22.7 
60     32.0  44.7 
916       5.9  15.6 

•folk  Southern 
or 

klee 

I  Robertson 

:ter  Travenol  Labs 

172  19.8  10.1 

173  19.8  -2.9 
173       19.8  23.9 

175  19.7  14.5 

176  19.7  32.5 

723      10.5  9.0 
65     31.3  55.3 
135     23.5  19.6 
688      11.1  16.6 
295      18.2  20.2 

Hyster 

Pay  Less  Drug  NW 
Bankers  Trust  NY 
First  Union 
Security  Pacific 

235  17.7  -77.9 

236  17.6  19.5 

237  17.6  20.7 

238  17.5  9.0 
238       17.5  12.8 

728      10.4  -26.9 
144     23.2  23.5 
244      19.4  30.2 
228     19.7  53.9 
162     22.5  37.3 

annah  Foods 
abb 

rphy  Oil 

>CO 

iding  &  Bates 

177  19.7  201.5 

178  19.6  -25.3 
178       19.6  14.2 

180  19.5  617.6 

181  19.5  37.1 

942       4.9  6.2 
777       9.6  14.9 
326      17.3  30.2 
684      11.2  43.0 
268      18.7  34.2 

Barnett  Banks  Fla 
VF 

Research-Cottrell 

Halliburton 

Fort  Howard  Paper 

240  17.5  16.3 

241  17.4  78.1 

242  17.4  44.0 

243  17.3  12.4 

244  17.3  26.7 

189     20.9  65.4 
770       9.7  30.6 
559      13.1  20.0 
383      16.1  10.0 
387      16.0  29.4 

idstrand 

to  Data  Processing 
nity  Industries 
rablic  New  York 

182  19.5  -6.7 

183  19.5  34.1 

184  19.4  -37.3 

185  19.3  13.5 

641      11.9  6.5 
123      24.6  48.6 
226      19.8  -15.3 
19     43.9  67.3 

Valley  National 
Fanners  Group 
Mercantile  Texas 
Bendix 

245  17.3  -14.7 

246  17.2  11.6 

247  17.2  29.9 

248  17.1  -^7.7 

197     20.6  30.8 
447      14.8  25.2 
17      45.5  78.2 
846       7.9  1.6 

eco 

Industries 
ilip  Morris 
F&G 

186  19.3  -5.1 

187  19.2  52.9 

188  19.2  28.3 

189  19.1  -46.3 

578      12.8  10.9 
811       8.7  15.9 
207     20.3  19.6 
546      13.2  3.4 

IU  International 
Travelers 
Wheelabrator-Frye 
Dow  Jones 

249       17.1  -61.4 
249       17.1  -15.8 

251  17.1  17.6 

252  17.1  41.5 

962       3.9  -11.9 
720      10.5  24.6 
101      26.9  22.5 
320      17.4  31.4 

some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year  average  annual  increase  in  prices  was 
>%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy, 
atest  12-months.    P-D:  profit  to  deficit 
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Who's  where  in  growth 


Company 

Earnings  per  share 
5-year    82t  vs 

ranLr   avprapp*  1Q7Q-S1 

1  til IvV      ovcia^l         1  ft  7   U  1 

Sales 
5-year     82t  vs 
rank,  average"  1979-81 

Company 

Earnings  per  share 
5-year    82t  vs 
rank  average"  1979-81 

Sales 
5-yeai     82t  i 

rank    avpraop*  107Q. 

■  a  111%     avciatv       17'  7 

Dun  &  Bradstreet 
Zapata 
Dan  River 
General  Signal 
Alleghany 

252       17.1%  31.0% 
252       17.1  97.6 

255  17.0  -72.5 

256  16.9  6.6 

257  16.9  9.4 

411      15.5%  24.1% 
767       9.7  -0.8 
938       5.0  -10.2 
212     20.2  10.7 
21     42.6    .  19.1 

Standard  Oil  Calif 
Levitz  Furniture 
Amer  Hospital  Supply 
Natomas 
Scovill 

316  15.3%  -30.5% 

317  15.3  -60.3 

318  15.2  41.9 

319  15.2  -49.7 
319       15.2  -4.9 

381      16.1%  0.2 
909       6.1  -8.d 
399      15.7  22.C 
63      31.4        27.  ( 
896       6.8  -19.; 

Times  Mirror 
Tyson  Foods 
Union  Pacific 
United  States  Shoe 
Turner  Construction 

257       16.9  -6.7 

259  16.9  130.0 

260  16.8  -7.1 

261  16.8  15.2 

262  16.8  50.0 

366      16.3  15.4 
316      17.5  31.6 
181      21.4  16.7 
614      12.2  14.8 
231      19.7  29.9 

NCNB 

American  Natl  Ins 

Waldbaum 

Kay 

InterFirst 

321  15.1  14.0 

322  15.0  -5.0 

323  14.9  58.9 

324  14.9  P-D 

325  14.8  20.9 

237      19.5  32.,- 
833       8.3  9C 
534      13.4  17..; 
424      15.3  -21.C 
84     28.3  55/ 

Pioneer  Hi-Bred  Intl 
Piedmont  Aviation 
Gannett 
Nordstrom 
Masco 

263  16.8  33.6 

264  16.8  13.6 

265  16.7  18.5 

266  16.7  18.9 

267  16.7  16.6 

317      17.5  38.0 
149     22.9  42.2 
125      24.4  20.8 
215     20.1     .  36.5 
296      18.1  6.4 

Trane 

Borg-Warner 
Girard 
Pennzoil 
PACCAR 

326  14.7  -8.8 

327  14.7  14.2 

328  14.7  -3.2 

329  14.7  -25.3 

330  14.6  -49.4 

642      11.8  7.] 
801       8.9  13J 
594      12.4  ll.i 
301      17.9  -0.< 
673      11.4  -23.- 

Phillips  Petroleum 
First  Interstate  Bancp 
Marsh  Supermarkets 
Federal-Mogul 

Heck's 

267       16.7  -31.3 

269  16.6  -0.8 

270  16.6  15.9 

271  16.6  -19.8 

272  16.5  0.2 

232      19.7  21.0 
241      19.5  34.9 
661      11.5  12.4 
597      12.4  4.9 
216     20.1  -4.0 

First  Natl  Boston 
Sonoco  Products 
Marsh  &  McLennan  Cos 
Union  Oil  California 
Avery  International 

331  14.6  15.7 

332  14.6  -5.3 

333  14.6  3.4 

334  14.6  26.0 

335  14.5  12.6 

136     23.4  20.: 
410      15.5  9.; 
301      17.9  33.C 
530      13.4  11.: 
538      13.3  15.: 

Palm  Beach 

Figgie  International 

Engelhard 

United  Virginia  Bshs 
Holly  Corp 

273  16.5  -51.5 

274  16.4  24.8 

275  16.4  6.4 

276  16.4  19.4 

277  16.4  43.7 

146      23.0  22.0 
864       7.6  -2.8 

98     27.0  -19.0 
442      14.9  35.1 

82     28.4       47  2 

Emerson  Electric 
Ball  Corp 
Genuine  Parts 
Bausch  &  Lomb 
G  D  Searle 

335       14.5  15.5 

337  14.5  25.5 

338  14.4  10.0 

339  14.4  12.5 

340  14.4  61.6 

322      17.4  15.- 
412      15.5  29.: 
400      15.7  25.; 
735      10.2  -3.1 
863       7.6  3.< 

American  Express 
Springs  Industries 
Bank  of  New  England 
Weis  Markets 
Rohm  &  Haas 

278       16.4  11.5 
278       16.4  56.8 
280       16.4  8.4 
280       16.4  26.2 
282       16.3  -14.5 

307      17.8  35.0 
882       7.1  4.4 
85     28.2  61.6 
551      13.1  16.7 
717      10.6  7.1 

Quaker  Oats 
Southeast  Banking 
Pillsbury 
Dillon  Cos 
Perini 

341  14.4  -10.3 

342  14.3  -4.9 

343  14.3  19.9 

344  14.3  47.7 
344       14.3  43.6 

679      11.3  15.C 
200      20.5  38. 
285      18.3  21.1 
327      17.3  32.< 
154     22.7  35.; 

First  City  Bancorp 
Ceco 
Jewel  Cos 
Martin  Marietta 
Seaway  Food  Town 

283  16.3  14.1 

284  16.1  -17.4 

285  16.1  21.2 
285       16.1  -25.0 
287       16.1  -16.4 

69     30.4  51.9 
776       9.6  3.2 
769       9.7  23.0 
347     16.8  29.7 
542     13.3  22.9 

Hershey  Foods 
Dexter 

Minn  Mining  &  Mfg 
Farm  House  Foods 
Kidde 

346  14.3  29.0 

347  14.2  -7.0 
347       14.2  -4.3 

349  14.2  31.5 

350  14.2  2.6 

310      17.7  16..' 
177     21.7  2.' 
579      12.7  10.: 
32     38.8  34.1 
400     15.7  7. 

Thrifty  Corp 
City  Investing 
Signal  Cos 
Shell  Oil 
Idle  Wild  Foods 

287       16.1  16.2 
289       16.1  -35.6 
289       16.1  -39.1 

291  16.0  11.7 

292  16.0  25.8 

658      11.6  18.0 
342     16.9  7.5 
373     16.2  9.1 
345      16.8  7.7 
719     10.5  -3.0 

Chesebrough-Pond's 
Standard  Oil  Indiana 
Pacific  Resources 
Interpublic  Group 
Panhandle  Eastern 

351       14.2  16.0 
351       14.2  0.8 

353  14.1  -63.6 

354  14.1  -1.9 

355  14.1  11.1 

421      15.3  17.' 
290      18.2  13.' 

95     27.1  40.: 
337      17.1  23.; 

99     26.9  29.1 

Natl  Semiconductor 
SONAT 

Republic  Finl  Svcs 
Knight-Ridder  News 
Archer  Daniels  Midland 

292       16.0  P-D 

294  16.0  45.8 

295  16.0  9.6 

296  16.0  2.3 

297  15.9  4.4 

78      28.6  20.5 
115     25.2  41.6 
436      15.0  19.2 
534      13.4  17.2 
599      12.4  32.0 

Kaneb  Services 
Illinois  Tool  Works 
Jack  Eckerd 

Electronic  Data  Systems 
Flowers  Industries 

356  14.0  28.2 

357  14.0  -5.3 

358  14.0  -2.2 

359  13.9  62.5 

360  13.9  38.5 

39     35.6  22.. 
622      12.1  9. 
185      21.2  34.! 
134     23.6  46. 
331      17.2  39.i 

Maryland  Cup 
Fleet  Financial 
W  W  Grainger 
National  Svc  Inds 
First  Wisconsin 

297       15.9  19.1 

299  15.8  29.7 

300  15.8  3.8 
300       15.8  15.6 
302       15.7  4.0 

416      15.4  14.6 
350      16.7  33.0 
374     16.2  3.3 
730      10.3  12.6 
555      13.1  14.2 

General  Mills 

Rockwell  Intl 

U  S  Bancorp 

R  R  Donnelley  &  Sons 

Chase  Manhattan 

361  13.9  27.2 

362  13.8  15.2 

363  13.8  0.7 

364  13.8  20.8 

365  13.7  -13.0 

542      13.3  25. 
884       7.1  10.: 
269      18.7  29.. 
372      16.2  24.' 
197     20.6  29.. 

A  C  Nielsen 
Gordon  Jewelry 
Mobil 

Air  Prods  &  Chems 
Vulcan  Materials 

302       15.7  44.9 

304  15.7  -15.6 

305  15.7  -35.5 

306  15.6  -7.5 

307  15.6  -8.6 

256      19.1  31.4 
311      17.7  13.2 
253      19.1  9.3 
449      14.8  11.5 
588      12.6  -1.9 

Irving  Bank 
Missouri  Pacific 
Dibrell  Brothers 
Texas  Gas  Transmn 
Consolidated  Foods 

366       13.7  -1.4 
366       13.7  -4.5 
368       13.6  100.3 
368       13.6  11.7 
370       13.6  31.7 

214     20.1  30 
544      13.2  10.. 
669      11.4  29.' 
171      22.1  31. 
424      15.3  19.. 

Southland 
Upjohn 
Universal  Leaf 
St  Paul  Cos 

308  15.6  28.2 

309  15.5  -12.6 

310  15.5  25.8 

311  15.5  25.5 

204     20.5  37.3 
555      13.1  3.9 
818       8.5  22.5 
622      12.1  12.3 

Norton 

Hannaford  Bros 
Alco  Standard 
Dresser  Industries 

370       13.6  -65.1 

372  13.6  49.7 

373  13.5  10.1 

374  13.5  -7.4 

469      14.5  4.i 
655      11.7  14. 
329      17.2  28. 
362      16.4  11. 

Parker  Pen 
PepsiCo 

Johnson  &  Johnson 
Kimberly-Clark 

312       15.4  -95.1 
312       15.4  21.1 

314  15.4  29.5 

315  15.4  -6.7 

139      23.3  -4.0 
247      19.3  23.3 
376      16.2  19.8 
685      11.1  14.3 

Richardson- Vicks 
Denny's 
Bristol-Myers 
New  York  Times 

375  13.5  -7.4 

376  13.4  46.0 

377  13.4  25.3 

378  13.4  33.1 

486      14.2  16 
201      20.5  34. 
667      11.5  14. 
665      11.5  23. 

'For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years  For  comparison,  the  five-year  average  annual  increase  in  prices  w 
7.6%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy 

tLatest  12-months.    P-D:  profit  to  deficit 
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o's  where  in  growth 


iany 

Earnings  per  share 
5-year    82t  vs 
rank  average*  1979-81 

Sales 
5-year     82t  vs 
rank  average"  1979-81 

Company 

Earnings  per  share 
5-year    82t  vs 
rank  average*  1979-81 

Sales 
5-year    82t  vs 
rank  average"  1979-81 

i  west  Bancshares 
ro 
t s Shoe 

i  nter  Technology 
rola 

379  13.3%  38.4% 

380  13.3  25.9 

381  13.3  -59.8 

382  13.3  -40.0 
1 1 1       l  ft  i 

303         lo.z       —  lo.o 

104     26.5%  74.8% 
539      13.3  21.1 
497      13.9  1.9 
603      12.3  -15.3 
a'xa      i  c  n        on  n 

4j4        1  j.U  zU.U 

Paine  Webber 
Joy  Manufacturing 
Arkla 

Curtice-Burns 
Roper  Corp 

442  11.6%  285.9% 

443  11.5  27.1 

444  11.5  26.5 

445  11.5  39.7 

i «C            11C             if  i 

44b        ll.b      — lb.4 

51     32.8%  35.8% 
609      12.2  15.3 
164     22.4  31.1 
176     21.7  39.2 

f\ A  "T               AO                     f\  f\ 

947        4.8  0.9 

ij  ■  Drug  Stores 

oduct  s 
i ;  Eastern 
i  lavots  &  Frag 
i  irt  &  Stevenson 
I  

384  13.2  12.1 

385  13.2  -24.3 

386  13.1  -1.0 

387  13.0  -3.5 

■2Q7          1  O  n          0O  7 
00/        13. U        Ly.  / 

364      16.4  18.5 
119      24.7  17.3 
143     23.2  37.8 
627     12.0  3.3 

"JCO         1  A  A  £ 
ODy       10.4  zo.o 

Winn-Dixie  Stores 
Economics  Laboratory 
General  Foods 
Mellon  National 
Univar 

445       11.5  22.4 

448  11.4  9.5 

449  11.4  19.1 
449       11.4  28.7 

44V         11.4  — 4U.4 

534      13.4  25.0 
501      13.9  22.8 
709      10.6  18.8 
264      18.9  43.0 
775       9.6  1.6 

I  ed  Industries 
)  ican  Greetings 

iental  Petroleum 
i  Fargo 

sntile  Stores 

389  13.0  -71.2 

390  13.0  21.5 
390       13.0  -67.5 
390       13.0  8.0 

iqi       \  7.  n       3C  c 
j7j         lo.U        Oo. j 

721      10.5  -28.9 
455      14.7  29.4 
277     18.5  42.0 
179     21.5  26.6 

coo      i  o  a  ion 
dw      iz.4  iy.u 

Crown  Cork  &  Seal 

Pneumo 

Capital  Holding 

Ametek 

en  Liny 

452       11.4  -23.9 
452       11.4  58.2 

454  11.3  20.1 

455  11.3  12.8 

ice            113  1T7 

433         11.3  12./ 

705      10.7  -3.9 
407      15.5  19.0 
467      14.5  79.5 
692      11.0  5.1 

AAA           l^O                i  7  / 

444       14. y  l/.o 

ico  Brands 

ill-O 

vater 

Schaffner  &  Marx 
>  Chemical 

393       13.0  27.9 

395  13.0  2.9 

396  12.9  25.1 

397  12.9  30.7 

loo       i  o  o  on 
iz.y       — z.u 

816       8.6  9.0 
237     19.5  2.8 
152     22.8  28.6 
886       7.0  21.1 

C74           1  0  ft                  A  7 
3/4         IZ.O  O./ 

J  P  Morgan 
Witco  Chemical 
MGM  Grand  Hotels 
R  J  Reynolds  Inds 
Oneok 

457  11.3  21.4 

458  11.3  -21.4 

459  11.3  -37.5 
459       11.3  30.4 

A{*\           1  1  1           TO  1 

401        11.2  2y.i 

149     22.9  35.8 
398      15.7  14.3 
510      13.7  22.5 
430      15.1  20.0 

m          017  TOl 

133       Lo.I  zo.l 

United 

>e  A  Hormel 

Zompany 

$  American  Bshs 

zol 

399  12.9  3.5 

400  12.9  -12.9 

401  12.9  -35.2 

402  12.9  26.7 

1 1  ft        —AC\  1 
4U3          IZ.O  — fU.! 

187      21.0  46.5 
897       6.7  3.7 
163     22.4  18.2 
91     27.3  51.4 

AQQ           1  A  0  OA 

4oo        14. Z           — Z.o 

Empire 

Provident  Life  &  Acc 
Texas  Instruments 
Petrie  Stores 
Purolator 

462       11.2  14.0 
462       11.2  -12.2 

464  11.2  -17.9 

465  11.2  -6.1 

AAA           110           A  A  1 
400          1  1  .Z          44. 0 

110     25.7  -9.9 
944       4.9  6.6 
289      18.2  11.3 
661      11.5  16.9 

CA  f|          13  Q              0  7  7 

34U        13.3           LI .( 

way  Services 
International 
uop 
inger 

r  Alum  &  Chem 

403       12.8  9.2 

405  12.7  15.0 

406  12.7  -87.0 

407  12.7  31.9 

A(\Q            1  0  A  D 

4Uo         iz.O         r— U 

507      13.8  -0.2 
802       8.9  2.3 
654      11.7  33.6 
584     12.7  26.2 

117  in 
033        11./  l.U 

Santa  Fe  Industries 
MCA 

Lincoln  National 
Eastman  Kodak 
Magic  Chef 

467  11.2  -19.7 

468  11.1  26.3 

469  11.1  -17.4 

470  11.1  -3.1 

A7f\           1  1   1   A  0  Q 

4/ U          11.1  —4Z.cS 

499      13.9  4.6 
572      12.9  14.6 
590      12.6  18.0 
583     12.7  9.9 

OfiO         IQ  1             1  O  Q 

LoL       lo.o  lL.y 

blicBank 
ormick 
ey  Works 
ey  Hubbell 
re  D 

408       12.6  27.5 

410  12.5  27.7 

411  12.5  -30.0 

412  12.5  15.0 

At  Q             10/1  101 

413  Iz.4       —  lo.Z 

75     29.2  47.3 
382      16.1  27.6 
659      11.6  5.5 
369      16.3  7.0 

A  7  A          1  A  A              1  n  O 
4/4        14.4  lU.o 

Chemical  New  York 
PPG  Industries 
Mercantile  Bancorp 
Coca-Cola 
InterNorth 

472  11.0  20.1 

473  11.0  -31.0 

474  11.0  22.6 

475  11.0  9.7 

A ta         inn            4  7 
4/0         lu.y  —4./ 

195     20.6  27.8 
774       9.6  2.4 
205     20.3  28.6 
501      13.9  7.3 

111          TOO  310 

211       2U.2          31.  U 

lay  Inns 
M  Jorgensen 
&  North  Western 

ns 

rican  Home  Products 

414       12.4  -26.6 
414       12.4  -18.6 
416       12.4  P-D 
416       12.4  14.4 

At  Q            11  A            IT  7 

41o         iz.4  LL.f 

826       8.3  3.0 
757       9.9  -12.7 
685      11.1  -6.0 
508     13.8  27.6 
OVO       lU.y         lo.  U 

Leaseway  Transportation 
Scott  Paper 
Stop  &  Shop  Cos 
Gates  Learjet 
Malone  &  Hyde 

476       10.9  -24.9 
476       10.9  -20.1 

479  10.9  76.7 

480  10.9  -34.9 

a  on          i  n  o  1AQ 
4oU        lU.y         20. o 

625      12.1  10.1 
688      11.1  11.4 
829       8.3  8.2 
168     22.2  27.6 

ion         ICO             1 0  7 

3©y       iD.y  ly./ 

Disney 
>n  Bros  Stores 
:ral  Electric 
on 
»gg 

419  12.3  -20.7 

420  12.3  -37.1 

421  12.3  14.7 

422  12.2  -34.3 

A^l            1  T   1             1  O  O 

423  12.1  iy.o 

630      12.0  13.8 
645      11.8  7.0 
690      11.1  6.9 
203     20.5  11.4 

zm        117            i  i 
032        11./  12.D 

National  Can 
TRW 

Combined  Internatl 
Fleming  Cos 
Becton,  Dickinson 

482  10.8  -36.3 

483  10.8  -15.3 

484  10.8  -6.0 

485  10.7  21.8 

AQ/L            107             1  1  £ 

4oo        1U./  ll.o 

700      10.8  3.6 
619      12.1  5.1 
432      15.1  40.9 
527      13.5  21.6 

A  AC            1  A    O  1QA 

443       14. y          18. o 

rada  Hess 
ter  &  Gamble 
irban  Propane  Gas 
burgh  National 
Natural  Resources 

424  12.1  -58.9 

425  12.0  28.5 
425       12.0  1.6 

427  12.0  21.3 

428  ll.y  M.U 

357      16.6  7.0 
591      12.5  15.8 
229      19.7  18.0 
136     23.4  36.4 

1  ZA        OTA            TO  1 

l3t>       22. 0  2y.l 

Tyler 

Wachovia 

Merck 

BankAmerica 
Mc  Craw-Edison 

487  10.7  -40.5 

488  10.7  12.1 

489  10.6  3.6 

490  10.5  -25.1 

j  on        m  c  do 
4yU        1U.3        —  o.o 

369      16.3  43.2 
323      17.4  41.1 
605      12.3  13.0 
186     21.0  25.9 

4  ZZ         LD.O  1J.1 

in 

St 

ly  &  Harman 

lation 

Industries 

429  11.9  -17.3 

430  11.9  1.5 

431  11.9  --47.8 

/111            1  1  O  lOO 

432  ll.y  iy.o 
432       11.9  29.0 

404      15.6  3.6 
506      13.8  -8.5 
700     10.8  -22.7 

70/i            Q  1                 A  1 

/vo      y.i  o.i 
823       8.4  48.8 

Moore  McCormack  Res 
Tecumseh  Products 
Crocker  National 
United  Technologies 
Dillard  Dept  Stores 

490       10.5  -48.1 

493  10.4  -13.0 

494  10.4  -57.1 

AQA            in  /I               O  ft 
4Y4          1U.4          —  y.o 

496       10.4  56.2 

306      17.8  9.3 
860       7.6  -14.3 
180     21.4  39.5 

1 7fi        00  1  ICO 

1  /U       LL.  1          1  D.y 

230     19.7  39.6 

tinental  Corp 

:x 

;ara  Frontier  Services 
u  Pont 

432       11.9  -27.5 
435       11.8  -43.7 

A1A            117               1  1 

430        11/         —  1.3 
437       11.7  -25.1 

794       9.2  3.4 
811       8.7  9.8 

11 A          17  C             OA  C 
314        1  1 .0  Z4.D 

232      19.7  104.3 

ENSERCH 
First  Natl  State  Bcp 
Brooklyn  Union  Gas 
Lone  Star  Industries 

497  10.4  10.3 

498  10.3  29.1 

AQQ           1  n  2           1A  fl 
4W           LU.O  Z4.0 

500      10.3  P-D 

95     27.1  34.8 
283      18.3  39.4 

90"*        1  ft  0            AC  ft 
Lyo        10.  L  4D.o 

933       5.3  -1.6 

tier  Bancorp 
onal  Gypsum 
h  American  Coal 
e  Inc 

437       11.7  -1.3 

439  11.7  -73.7 

440  11.6  167.0 

441  11.6  3.3 

175      21.8  26.9 
779       9.5  -7.2 
549      13.2  19.5 
129     23.9  21.0 

Maryland  National 
Nationwide 
Jefferson-Pilot 
Pacific  Lighting 

501       10.2  14.2 
501       10.2  -2.9 

503  10.2  -5.5 

504  10.2  -6.8 

260      18.9  29.4 
748      10.0  16.7 
741      10.2  14.1 
166     22.3  40.4 

•  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year  average  annual  increase  in  prices  was 
o,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy, 
est  12-months.    P-D:  profit  to  deficit. 
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Company 

Earnings  per  share 
5-year     82t  vs 
rank  average"  1979-81 

Sales 
5-year     82t  vs 
rank  average"  1979-81 

Company 

Earnings  per  share 
5-year     82t  vs 
rank  average"  1979-81 

Sales 
5-year    82t  1 
rank  average*  1979 

North  Amer  Philips 
Emhart 
Fischbach 
Gerber  Products 

UCUI113U11  JTllg 

505  10.2%  -21.8% 

506  10.2  24.5 

507  10.1  46.9 
507       10.1  4.9 
509       10.1  -21.6 

447      14.8%  19.5% 
205      20.3  4.1 
751      10.0  31.9 
671      11.4  9.9 
547     13.2  ,  15.5 

New  England, Electric 
Continental  Illinois 
Diversified  Energies 
Briggs  &  Stratton 
Ogden 

568  8.7%  24.9% 

569  8.6  -52.5 

570  8.6  1.4 

571  8.5  -4.8 

572  8.5  -20.1 

698      10.8%  11.; 
Ill     25.7  31.; 
192      20.7  43.1 
567      12.9  1.! 
891       6.9  0.. 

Cyclops 

Marine  Midland  Banks 

Citicorp 

IBM 

Pnncnl  rXlatiiral  r^3C 

510       10.1  P-D 
510       10.1  20.4 
512       10.0  36.6 
512       10.0  13.5 
514       10.0  21.0 

756       9.9  -7.9 
354      16.6  29.7 
127     24.2  26.2 
587      12.6  23.9 
284     18.3  29.2 

So  New  England  Tel 

MAPCO 

Bemis 

IC  Industries 
May  Dept  Stores 

573  8.5  5.0 

574  8.4  -21.8 

575  8.4  -30.1 
575        8.4  -43.2 
577        8.4  9.0 

621      12.1  24.( 
41     34.5  26.' 
972       3.1  2. 
236      19.6  -1.! 
757       9.9  10. 

Allegheny  Intl 
Northwest  Bancorp 
Newmont  Mining 
First  Bank  System 

LULKy  JlUlcs 

515  10.0  -58.7 

516  10.0  -14.2 

517  10.0  -75.0 

518  9.9  -6.8 

519  99  -14.1 

503      13.9  91.6 
178     21.6  34.4 
806       8.8  -15.4 
182     21.3  40.3 
406     15.5  19.6 

Owens-Illinois 
Bank  of  New  York 
Union  Camp 
Scott  &  Fetzer 
Duke  Power 

577        8.4  -29.3 
579        8.3  33.6 
579        8.3  -19.5 

581  8.3  3.9 

582  8.2  6.2 

788       9.3  -4. 
97     27.0  36i 
759       9.9  -2. 
440      14.9  -6. 
569      12  9  29 

Texaco 
ASARCO 

West  Point-Pepperell 
E-Systems 

520  9.8  -27.4 

521  9.8  P-D 

522  9.7  9.3 

523  9.7  59.0 

524  9.6  26.6 

456      14.7  0.3 
901       6.6  -16.9 
636      11.9  -4.3 
492      14.0  54.0 
632      12.0  13.5 

First  Natl  Supermkts 
Gulf  &  Western  Inds 
Commercial  Metals 
Campbell  Soup 
Schering-Plough 

583  8.2  26.9 

584  8.1  -45.1 

585  8.0  -35.1 

586  8.0  18.2 
586        8.0  -14.9 

67     30.5  -L 
537      13.4  -2. 
332      17.2  -13.. 
721      10.5  18.i 
437      15.0  9.: 

Anderson,  Clayton 
Xerox 
Cone  Mills 
USLIFE 

Northwest  Energy 

525  9.6  -6.4 

526  9.6  -19.0 

527  9.5  -56.4 

528  9.5  -3.6 

529  9.5  -66.1 

926       5.7  -9.1 
505     13.8  7.0 
925       5.7  -11.4 
647      11.8  9.1 
195      20.6  13.6 

United  Telecom 
Strawbridge  &  Clothier 
Insilco 
Sperry 

Hammermill  Paper 

586        8.0  -16.3 

589  8.0  -6.7 

590  8.0  -45.6 

591  7.9  -46.1 

592  7.9  -17.6 

473      14.4  21. 
745      10.1  11. 
707     10.7  4. 
755       9.9  l.i 
490      14.1  15.4 

Fieldcrest  Mills 

First  Security 

Gt  Northern  Nekoosa 

Foremost-McKesson 

Parker- Hannifin 

530        9.4  -60.0 
530        9.4  17.6 
530        9.4  -13.5 
533        9.4  -14.4 
533        9.4  -31.4 

806       8.8  -5.4 
243     19.4  28.1 
599     12.4  8.0 
795       9.1  3.8 
275      18.6  12.5 

Federated  Dept  Stores 

Westvaco 

Clorox 

CFS  Continental 
General  Dynamics 

593        7.9  -10.9 
593        7.9  -31.4 

595  7.8  29.5 

596  7.8  47.1 
596         7.8  -40.4 

712     10.6  15.: 
760       9.9  3.' 
971       3.3  40.: 
517      13.6  24.. 
429      15.1  21.! 

Borden 
FMC 

A  E  Staley  Mfg 

CSX 

Zale 

535  9.3  18.6 

536  9.3  5.6 
536        9.3  -13.2 

538  9.3  -2.9 

539  9.2  -90.6 

923       5.7  -7.9 
782       9.5  3.0 
395      15.8  -6.5 
712      10.6  6.6 
868       7.5  1.9 

Gifford-Hill 
Avon  Products 
National  Fuel  Gas 
American  Tel  &  Tel 
Central  Steel  &  Wire 

596         7.8  P-D 

599  7.8  -25.5 

600  7.8  22.9 

601  7.7  5.2 

602  7.7  -71.5 

467      14.5  -12.« 
566      13.0  15.: 
352      16.6  32.1 
643      11.8  23.1 
826       8.3  -21.' 

Dorsey 
H  K  Porter 
Whirlpool 

SCM 

Washington  National 

540        9.2  P-D 
540        9.2  -79.3 

542  9.2  4.8 

543  9.2  -35.9 
543        9.2  -34.9 

253      19.1  -8.9 
626      12.1  -17.2 
904       6.4  -3.0 
857       7.7  0.1 
643      11.8  2.7 

NBD  Bancorp 
Stauffer  Chemical 
NICOR 
TECO  Energy 
Florida  Power  &  Lt 

603  7.6  7.5 

604  7.6  -2.4 

605  7.6  -25.8 

606  7.6  -17.4 

607  7.5  27.9 

340      17.0  33.i 
714      10.6  -3.: 
224      19.8  24.! 
386      16.0  12.- 
338      17  0         24 ! 

Ampco-Pittsburgh 
UGI 

Southern  Union 
Intl  Multifoods 
Hercules 

545  9.2  P-D 

546  9.1  -12.9 

547  9.1  -45.8 

548  9.1  30.4 

549  9  0  -418 

136     23.4  -6.9 
147     23.0  54.7 
172     21.9  18.4 
930       5.5  3.1 
731      10  3  10 

Midland-Ross 
A  H  Robins 
ACF  Industries 
Southern  Pacific 
Rlue  Rell 

UlUt  Uv.ll 

608  7.4  -78.3 

609  7.4  24.3 

610  7.4  2.5 
610        7.4  -26.6 
612          7  4      -39  4 

477      14.3  -5.! 
682      11.2  11. 
738      10.2  -8.: 
764       9.8  8.1 
483       14  2           0 1 

Torchmark 
McDonnell  Douglas 
W  R  Grace 
Laclede  Gas 
Consolidated  Edison 

549        9.0  9.0 

551  9.0  9.5 

552  9.0  15.8 
552        9.0  24.3 
554        8.9  31.6 

588      12.6  59.4 
559      13.1  20.1 
727      10.4  5.6 
336     17.1  43.2 
780       9.5  21.9 

Wisconsin  Elec  Power 
King  Kullen  Grocery 
Texas  Utilities 
Stone  Container 
Sterling  Drug 

613  7.3  42.3 

614  7.3  38.5 
614        7.3  25.7 

616  7.3  -41.5 

617  7.3  4.8 

483      14.2  27.t 
519      13.6  18.1 
237      19.5  41.1 
709      10.6  llJ 
724      10.4  6.' 

Beatrice  Foods 
Centel 

Philadelphia  Natl 

Stanadyne 

Celanese 

555        8.9  -3.8 
555        8.9  11.2 
555        8.9  38.7 
555         8  9      -16  0 
559        8.9  -63.5 

616      12.2  4.5 
293      18.2  25.0 
469      14.5  19.6 
667       115       -If)  0 

UU'           1  l.J           —  1U.U 

732     10.3  -5.3 

California  First  Bank 
Corning  Glass  Works 
DeSoto 

Gillette 

618  7.2  -63.4 

619  7.2  -74.7 

620  7.1  -50.2 

621  7  0        -9  8 

622  7.0  6.7 

92      27.3  27.! 
855       7.8  4.11 
966       3.6  -5.: 

Sfifi          7  6            30  1 

789       9.3  2.: 

Universal  Foods 
Moore  Corp 
Nashua 
Harsco 

560  8.8  56.9 

561  8.8  -8.7 

562  8  8  P-D 
jua,           o.o         r — lj 

563  8.8  -15.4 

210     20.3  31.5 
656      11.6  7.8 
512       1  5  7            A  3 

540     13.3  -0.3 

Greyhound 
Wisconsin  Pwr  &  Lt 

Ranfal  Tri-'slafp 
r>dfi cai  i  ii"  jidic 

Continental  Telecom 

623  7.0  -13.0 

624  7.0  42.1 

fV?5          7  D      -49  ft 

626        6.9  6.5 

943       4.9  -3' 
431      15.1  24.( 

1428       1 9  D          30 1 

379      16.1  37 

Kerr-McGee 
Saga 

Centerre  Bancorp 
Manufacturers  Hanover 

564        8.7  8.5 
564        8.7  148.6 

566  8.7  -13.4 

567  8.7  11.9 

487      14.2  15.2 
394      15.8  24.2 
160     22.5  40.2 
118     24.7  42.4 

Columbia  Gas  System 
Godfrey 

Hawaiian  Electric 
International  Paper 

627  6.9  4.2 

628  6.9  -19.1 

629  6.8  33.0 
629        6.8  -67.6 

245      19.3  37.1 
639      11.9  15.; 
194      20.6  45.: 
852       7.8  -16.! 

"For  some  companies  ( as  noted  in  individual  Yardsticks  tables )  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year  average  annual  increase  in  prices  w« 
7.6%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy 

tLatest  12-months    P-D:  profit  to  deficit. 
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Earnings  per  share 
5-year    82t  vs 
rank  average"  1979-81 


Sales 
5-year     82t  vs 
rank  average*  1979-81 


Company 


Earnings  per  share 
5-year    82t  vs 
rank  average*  1979-81 


rank 


Sales 
5-year     82t  vs 
average*  1979-81 


;ely-Van  Camp 
Oil 

jconsin  Public  Svc 

!  ton  Simon 

'  iston  Industries 


629 
632 
632 
634 
635 


6.8% 
6.8 
6.8 
6.8 


58.4% 
-26.2 
4.9 
-2.9 
16.7 


934 
718 
446 

669 
76 


5.3% 
10.5 
14.8 
11.4 
29.2 


5.0% 

6.9 
30.3 

0.0 
52.9 


Wm  Wrigley  Jr 
Walter  E  Heller  Intl 
Super  Food  Services 
Peoples  Energy 
Alexander  &  Baldwin 


694 
695 
696 
697 
698 


5.4% 

5.4 

5.3 

5.3 

5.2 


13.4% 
104.2 

24.8 

-1.1 
-15.9 


696 
303 
348 
276 
960 


10.9% 
17.9 
16.8 
18.5 
4.0 


5.1% 
17.3 
16.7 
27.1 
-5.6 


i  isiana  Land 
1  irst 
r  or 
jneco 

ICO 


636 
637 
637 
639 
640 


6.8 
6.7 
6.7 
6.7 
6.7 


-56.7 
P-D 
P-D 
-2.5 

-20.1 


109 
126 
34 
309 
709 


25.9 
24.3 
37.7 
17.7 
10.6 


16.2 
36.5 
32.9 
16.7 
10.2 


Maytag 

Commonwealth  Energy 
Marion 

Ideal  Basic  Inds 
Niagara  Mohawk  Power 


698 
700 
701 
702 
703 


5.2 
5.1 
5.1 
5.0 
5.0 


-13.6 
-11.5 
P-D 
P-D 
30.2 


847 
695 
42 
773 
516 


7.9 
11.0 
34.0 

9.6 
13.6 


7.6 
22.8 

7.3 
-7.3 
27.5 


les  Group 
itable  of  Iowa 
States  Power 
t  &  Kraft 
ta  Air  Lines 


641 
642 
642 
644 
645 


6.6 
6.6 
6.6 

6.5 
6.5 


P-D 
-50.5 

38.0 
-33.0 

P-D 


504 
291 

597 
786 
379 


13.8 
18.2 
12.4 
9.4 
16.1 


1.4 
5.1 

30.1 
6.2 

21.2 


Ralston  Purina 
American  Family 
Riegel  Textile 
Central  Illinois  Lt 
Goodyear 


703 
705 
705 
707 
708 


5.0 
5.0 
5.0 
4.9 
4.9 


-54.2 
-20.1 
-46.7 
25.2 
'  18.5 


829 
70 
869 
390 
813 


8.3 
30.2 

7.4 
15.9 

8.7 


-2.1 
29.7 
^.5 
18.8 
2.8 


erican  Petrofina 

iken 

Icon 

nerica 

itral  &  South  West 


646 
646 
648 
649 
650 


6.5 
6.5 
6.4 
6.4 
6.4 


-35.4 
-63.0 
22.4 
-3.2 
10.7 


375 
743 
113 
234 
304 


16.2 
10.1 
25.5 
19.6 
17.8 


8.4 
-14.2 
39.8 
34.1 
35.1 


Federal  Paper  Board 
Intl  Minerals  &  Chem 
Safeway  Stores 
Allied  Corp 
Southwestern  Pub  Svc 


709 
709 
709 
712 
713 


4.9 
4.9 
4.9 
4.8 
4.7 


0.4 
-11.5 
15.0 
13.5 
22.9 


917 
798 
738 
335 
242 


5.8 
9.0 
10.2 
17.1 
19.4 


10.4 
-17.1 
14.9 
18.4 
28.7 


sna  Aircraft 
h  Finch 
;  'n  Save 
ton  Edison 
erpillar  Tractor 


651 
651 
653 
654 
654 


6.4 
6.4 
6.3 
6.3 
6.3 


-60.7 
8.4 
-25.0 
-23.6 
-76.9 


497 
613 
272 
609 
647 


13.9 
12.2 
18.6 
12.2 
11.8 


-16.8 
12.8 
18.8 
21.5 
-8.0 


Mountain  Fuel  Supply 
ARA  Services 
Baltimore  Gas  &  Elec 
Transway  Intl 
Gas  Service 


714 
715 
716 
717 
718 


4.7 
4.6 
4.5 
4.5 
4.5 


33.1 
-29.3 

12.8 
-23.2 
-31.8 


218 
476 
515 
914 
279 


20.0 
14.4 
13.7 
6.0 
18.4 


35.3 
6.2 
29.7 
-9.6 
45.6 


I-  isas-Neb  Nat  Gas 
rheriTrust 
la 

b  itinental  Group 
I  lart 


656 
657 
658 
659 
660 


6.3 
6.2 
6.2 
6.1 
6.1 


7.5 
-0.6 
-43.9 
-21.5 
-24.3 


220 
465 
457 
829 
423 


20.0 
14.5 
14.6 
8.3 
15.3 


27.3 
12.0 
-6.5 
2.2 
16.2 


Kansas  Power  &  Light 
Michigan  National 
Southwest  Forest  Inds 
Southern  Calif  Edison 
Eaton 


718 
720 
720 
722 
723 


4.5 
4.5 
4.5 
4.4 
4.4 


16.2 
-97.1 
P-D 
19.2 
-53.4 


407 
287 
895 
392 
650 


15.5 
18.2 
6.8 
15.9 
11.8 


23.3 
28.8 

-19.0 
26.3 

-12.4 


I  ery  Air  Freight 
11M/UA  Entertainment 
I  State  Elec  &  Gas 
E 

[i  ersoll-Rand 


661 
661 
663 
664 
665 


6.1 
6.1 
6.1 
6.0 
6.0 


-47.4 
-19.9 
28.4 
17.8 
-33.0 


383 
93 
483 
708 
649 


16.1 
27.3 
14.2 
10.7 
11.8 


10.0 
259.7 
32.0 
16.0 
3.8 


Household  Intl 
Montana  Power 
Potomac  Elec  Power 
Collins  &  Aikman 
Intl  Tel  &  Tel 


724 
725 
726 
727 
728 


4.4 
4.3 
4.3 
4.3 
4.2 


-22.2 
18.9 
13.1 
35.3 
-2.5 


457 
252 
609 
833 
840 


14.6 
19.2 
12.2 
8.3 
8.1 


23.9 
12.6 
23.8 
5.2 
-5.2 


:hester  Gas  &  Elec 
se  Cascade 
molds  Metals 
ilic  Service  Indiana 
ad 


665 
667 
667 
669 
670 


6.0 
6.0 
6.0 
6.0 
5.9 


35.8 
-98.9 
P-D 
38.2 
-92.6 


521 
673 
676 
453 
617 


13.5 
11.4 
11.3 
14.7 
12.2 


28.9 
-3.1 
-11.2 
20.9 
2.2 


Washington  Gas  Light 
Union  Carbide 
Kansas  City  Pwr  &  Lt 
Anchor  Hocking 
Colgate-Palmolive 


729 
730 
731 
732 
733 


4.2 
4.1 
4.1 
4.1 
4.1 


4.0 
-35.0 

13.8 
-54.6 

24.3 


405 
725 
452 
702 
745 


15.6 
10.4 
14.7 
10.8 
10.1 


43.0 
-5.9 
11.9 
6.4 
1.8 


rcourt  Brace  Jovan 
iyl 

en  Group 
I  Foster 
Penney 


671 
672 
673 
673 
673 


5.9 
5.9 
5.9 
5.9 
5.9 


-15.6 
-1.8 
-82.1 
-76.1 
34.3 


469 

765 
879 
592 
839 


14.5 
9.8 
7.3 

12.5 
8.2 


14.2 
-3.3 
-6.8 
-A.2 
2.4 


Western  Union 
Pacific  Gas  &  Elec 
DEKALB  AgResearch 
Lowe's  Companies 
Textron 


734 
735 
736 
736 
738 


4.0 
4.0 
3.9 
3.9 
3.9 


148.7 

35.2 
-52.9 
9.2 
-25.2 


871 
319 
555 
576 
899 


7.4 
17.4 
13.1 
12.8 

6.7 


19.4 
25.8 
9.1 
7.3 
-9.9 


ifac 

cyrus-Erie 

IS 

over  Universal 
rthern  Trust 


676 
677 
678 
678 
680 


5.8 
5.8 
5.8 
5.8 
5.8 


-62.7 
^14.3 
-37.6 
-20.2 
10.1 


742 
815 
553 
740 
249 


10.2 
8.7 
13.1 
10.2 
19.2 


11.7 

33.0 
4.9 
-3.3 
32.9 


Armco 

Butler  Manufacturing 
Consumers  Power 
Indianapolis  Pwr  &  Lt 
Pennwalt 


739 
740 
741 
741 
741 


3.8 
3.8 
3.7 
3.7 
3.7 


P-D 
-41.0 
1.4 

-5.3 
-23.9 


570 
840 
594 
527 
817 


12.9 
8.1 
12.4 
13.5 
8.5 


4.0 
1.6 
18.1 
13.8 
-11.3 


rson  Pirie  Scott 
Klin 

erwin-Williams 
hlone  Industries 
uifax 


681 
682 
682 
684 
685 


5.7 
5.6 
5.6 
5.6 
5.6 


-53.6 
41.8 
33.1 

-59.6 
3.8 


673 
428 
760 
954 
790 


11.4 
15.2 
9.9 
4.4 
9.3 


30.4 
44.1 
38.7 
-10.0 
12.6 


Carolina  Pwr  &  Lt 
Union  Electric 
Pacific  Pwr  &  Lt 
Squibb 
Circle  K 


744 

745 
746 
746 
748 


3.7 
3.6 
3.6 
3.6 
3.5 


13.1 
21.0 
8.7 
P-D 


464 

596 
128 
888 
263 


14.5 
12.4 
24.1 
7.0 
18.9 


33.0 
15.4 
33.6 
4.1 
37.3 


bertshaw  Controls 
nn  Traffic 
itional  City 
rtAX 


685 
687 
688 
689 


5.6 
5.5 
5.5 
5.5 


-44.4 
-10.8 
-3.7 
P-D 


808 
366 
167 
351 


16.3 
22.2 
16.7 


-3.3 
9.9 
24.8 
-11.0 


St  Regis  Paper 
Dow  Chemical 
American  Cyanamid 
Arizona  Public  Service 


749 
750 
751 
752 


3.5 
3.5 
3.5 
3.4 


-30.9 
^7.7 
-19.5 
14.5 


685 
439 
676 
318 


11.1 
14.9 
11.3 
17.5 


-3.0 
4.3 
3.1 

34.0 


rro 

ilbro 

deral  Co 

irian  Associates 


690 
691 
691 
691 


5.5  -52.6 

5.4  -31.0 

5.4  1.2 

5.4  155.1 


570 
962 
435 
559 


12.9 
3.9 
15.0 
13.1 


-5.4 
-1,3 
16.8 
18.3 


Florida  Progress 
WICOR 

Owens-Corning  Fbrgls 
B  F  Goodrich 


753 
753 
755 
756 


3.4 
3.4 
3.3 
3.2 


-3.1 
-21.0 
-66.2 

P-D 


365 
304 
333 
803 


16.3 
17.8 
17.2 
8.9 


18.3 
36.8 
1.0 
-0.4 


or  some  companies  (as  noted  in  individual  Yardsticks  tables )  the  growth  rate  is  for  less  than  five  years  For  comparison,  the  five-year  average  annual  increase  in  prices  was 
6%,  as  measured  by  the  Department  of  Commerce's  Implicit  I'rice  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy, 
.atest  12-months.    P-D:  profit  to  deficit. 
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Who's  where  m  growth 


Company 

Earnings  per  share 
5-year    82t  vs 
rank  average*  1979-81 

Sales 
5-year     82t  vs 
rank  average*  1979-81 

Company 

Earnings  per  share 
5-year     82t  vs 
rank  average*  1979-81 

Sales 
5-year  82t 
rank  average*  197? 

RCA 

Pub  Svc  Elec  &  Gas 
Cummins  Engine 
Liquid  Air 
Cities  Service 

756        3.2%  -8.9% 

758  3.2  5.2 

759  3.2  -70.0 

760  3.1  -14.9 

7<s1           3  0      —99  8 

/Ol              O.U         — z.7.0 

797       9.0%  4.4% 
552      13.1  29.5 
529      13.5  -6.6 
656      11.6  10.4 
354     16.6  6.9 

Harris  Bankcorp 

AMF 

Sybron 

Portland  Genl  Elec 
Champion  Intl 

820  0.4%  23.2% 

821  0.3  -33.8 
821         0.3  -50.1 

823  0.1  64.7 

824  0  0  -919 

250      19.2%  28.i 
949       4.8  -17. 
931       5.5  -12. 
209     20.3        21 J 
87R        7  3  -9 

Gulf  Sr  ies  Utils 
National  Distillers 
Oliii 

Atlanta  Gas  Light 
luiuuit  ooum  urns 

761        3.0  -10.5 
763        3.0  -24.0 
763        3.0  8.6 

765  2.9  -34.4 

766  9  8         19  9 

235      19.6  19.7 
881       7.2  -8.2 
876       7.3  -1.3 
174     21.9  39.5 
299      18.0  24.1 

Adolph  Coors 
Monsanto 
Northeast  Utilities 
Southern  Company 
UMC  Industries 

825  -0.1  -22.3 

826  -0.2  8.3 

827  -0.2  34.3 
827       -0.2  22.7 
829       -0  4      -19  9 

753      10.0  7. 
698      10.8  -2 
524      13.5  29.. 
461      14.6  28. 
766       9.8  -1 

Manufacturers  National 
Cincinnati  G  &  E 
Delmarva  Power  &  Lt 
Allegheny  Power 
Associated  Dry  Goods 

767  2.8  -9.1 

768  2.8  7.1 

769  2.7  20.2 

770  2.7  32.4 

771  2.6  1.9 

246      19.3  24.4 
472      14.4  29.3 
513      13.7  22.7 
388     15.9  33.9 
749      10.0  43.0 

Carter  Hawley  Hale 
Va  Electric  &  Power 
Polaroid 

Louisville  Gas  &  Elec 
Koppers 

830  -0.5  -42.2 

831  -0.5  11.4 

832  -0.7  -36.1 

833  -0.8  -7.3 

834  -0.8  -65.5 

402      15.6  12. 
426      15.3  16 
735      10.2  -4, 
369      16.3  25.. 
651      11.7  -7.1 

Central  111  Pub  Svc 
Quaker  State  Oil 
Illinois  Power 
Copperweld 
Georgia-Pacific 

771         2.6  16.0 

773  2.6  30.6 

774  2.5  10.2 

775  2.5  -62.4 

776  9  4      -59  9 

450      14.8  15.7 
260     18.9  16.4 
377      16.1  25.3 
704      10.7  -11.8 
564      13  0          0  9 

Public  Service  Colo 
Coastal  Corp 
Dayco 
Fruehauf 

Rrnrliwav  Tnr  (f*JYl 

835  -1.0  20.8 

836  -1.2  -38.1 

837  -1.2  -86.6 

838  -1.2  P-D 
819       _l  5        -8  4 

218     20.0  33 
72     29.8  8. 
782       9.5  -2.. 
683      11.2  -13.. 
555       13  1          17  1 

Black  &  Decker 
Weyerhaeuser 
Kerr  Glass  Mfg 
Armstrong  World  Inds 
United  Illuminating 

777  2.4  P-D 

778  2.3  -61.4 

779  2.3  3.0 

780  2.3  -64.4 

78fl          1  5         y  o 

/OKI  Jt.7 

521      13.5  -14.6 
751      10.0  -4.3 
565     13.0  23.0 
873       7.3  -4.1 

466       14  5  910 

Burlington  Inds 
Diamond  Shamrock 
Toledo  Edison 
American  Elec  Power 

fUUaiai 

840  -1.3  -43.0 

841  -1.4  -13.1 

842  -1.5  18.8 

843  -1.7  -8.8 
843       -1  7      -63  3 

939       5.0  -2- 
227      19.7  11. 
393      15.9  17.. 
325      17.3  17.1 
967        3  6  -19 

Central  Soya 
Burroughs 

Dayton  Power  &  Light 
So  Carolina  E  &  G 
Raymond  Intl 

782  2.2  -35.1 

783  2.2  -10.6 

784  2.1  28.6 

785  2.1  -4.7 
78ft           19           3  1 

/  OO               1.7               0. 1 

906       6.3  -2.6 
575      12.8  33.4 
461      14.6  31.6 
412      15.5  25.3 
7R      98  6         9ft  4 

Arvin  Industries 

Dravo 

Amerace 

Colonial  Penn  Group 

Atnpr  Hni<.l  &  Oprrirlf 

nilltl    1  1 1 J 1 ,1 1    d  17C1111.1N 

845  -1.8  -42.7 

846  -1.8  -77.4 

847  -1.9  -76.5 

848  -2.1  -26.2 

849  -9  9  P-D 

885       7.1  7.1 
609      12.2  15.1 
915       5.9  -12.' 
207     20.3  33.C 
825       8.4  -7.1 

Phila  Electric 
Sears,  Roebuck 
Louisiana-Pacific 
Potlatch 

1  Ttafi  Pnwur  &   I  ioh? 
UldH  rUWCI  OC  ijlglll 

787  1.9  17.4 

788  1.9  4.9 

789  1.8  P-D 
789         1.8  -67.3 
739           18           3  8 

/  37               1  -O  O.O 

562      13.1  28.7 
870       7.4  13.4 
402      15.6  -27.0 
821       8.5  -0.8 
1  cfi       99  c          91  Q 

1  JO  Z.O.7 

Fisher  Foods 

Manville 

Hoover 

Kentucky  Utilities 

f^Pfll  Tirp  &  Riihhpr 

VjCIII    1  11C  Ob  rAUULlCl 

850  -2.2  -39.1 

851  -2.4  P-D 

852  -2.4  P-D 
852      -2.4  32.8 

854        -9  5       -54  3 

987       0.3  —17. 
630      12.0  -10.: 
917       5.8  -12.; 
492      14.0  24.1 

958         4  1          — 5  H 

7  JO             H.l               — O.O 

Long  Island  Lighting 
Eagle-Picher  Inds 
Deere 

Eastern  Gas  &  Fuel 

jicwdii*  »  v  diner 

792  1.8  5.3 

793  1.7  -48.1 

794  1.7  -66.3 

795  1.7  26.6 

79ft          16      —51  8 

/  7U              l.O         — Jl.O 

433      15.0  23.4 
819       8.5  -1.7 
637      11.9  -7.4 
637      11.9  35.7 
94ft        4  9       —19  8 

7*tU             *T.7           — l^.O 

Ohio  Edison 
Warner-Lambert 
Bell  &  Howell 
Outboard  Marine 

855  -2.5  16.8 

856  -2.8  61.0 

857  -3.1  377.6 

858  -3.2  119.8 

859  —3  9       -78  3 

Oj7  — O.Z.         — / O.O 

494      14.0  25( 
803       8.9  -0.5 
854       7.8  14.! 
893       6.8  4.< 

920         5  8        -19 ' 

7  t-\J               O.O             — 17.. 

Detroit  Edison 

Wetterau 

Easco 

Fleetwood  Enterprises 

Wnitp  t  ftncnlin^torl 
TV  1111 C  \_UIl3UUUdlCU 

797  1.6  -12.2 

798  1.6  -8.1 

799  1.6  38.2 
799        1.6  187.9 

799           1ft         ^7  ft 

/  7  7               l.O         — D 1  .O 

681      11.3  14.1 
489      14.1  33.7 
639      11.9  11.7 
760       9.9  17.3 
ftfti      11^;       _4  9 

UUl          1  l.O             — H.7 

Del  E  Webb 
lim  Walter 
Crown  Zellerbach 
Kellwood 

ULUJUcM.t    LI  1^1 11 

860  -3.3  P-D 

861  -3.3  -92.1 

862  -3.3  -51.4 

863  -3.4  354.4 
8ft4        —3  4           5  0 

Oil1*           — O.H  J.KJ 

912       6.0  -27.: 

792  9.2  -2.< 

793  9.2  -0.] 
887       7.0  4.3 
576       19  8          10  i 

Rexnord 

San  Diego  Gas  &  Elec 
Amer  Maize-Products 
A  0  Smith 

Ppnn  Pnwpr  ft  T  ioht 
rcuii  ruwci  cv  juigiu 

802  1.5  -77.9 

803  1.4  64.3 

804  1.4  -9.3 

805  1.3  P-D 

80ft           ]  I           8  4 

OUD               l.O  o.*+ 

619      12.1  -7.0 
184     21.3  42.7 
703      10.7  -13.1 
936       5.1  -9.4 

ftIS       119          97  8 

UJJ            11.7                 Z,  /  .O 

Royal  Crown  Cos 
Champion  Spark  Plug 
Northwestern  Steel 
Interlake 

T-  r  »j>  H  iti  r  i  r  L"  &    V-i  prrn  H 

ricuciHK  ot  nciiuu 

864      -3.4  13.2 

866  -3.4  -45.4 

867  -3.7  P-D 

868  -4.2  -50.7 
8ft9        —4  9         90  5 

OD7                                — 7U.J 

715      10.6  5.1 
732      10.3  -3.C 
845       8.0  -40.; 
799       9.0  -23.1 

499       119          13  1 

**7  7            10.7  OO.l 

Bethlehem  Steel 
First  Chicago 
BancOhio 

111 m £ti t a  InHc 

Y<r  llldllKrllc  mus 

Gould 

807  1.2  P-D 

808  1.1  33.4 

809  1.1  5.2 

811        1.0  -22.9 

922       5.8  -16.9 
265      18.9  29.3 
339      17.0  27.5 

CflQ          lift  13 
DUo        loo  —l.O 

441      14.9  -0.9 

Wheeling-Pitts  Steel 
Yellow  Freight  System 
Borman's 
Hanna  Mining 
Williams  Cos 

870  -4.3  P-D 

871  -4.3  -29.6 

872  -4.4  D-P 
871        —A  ^         p  n 

O/O  — *f.O            i — U 

874      -4.8  -68.9 

961       3.9  -27.1 
544      13.2  9.5 
706      10.7  3.4 
qua       n ;        u  c 

525      13.5  -10.7 

Munford 

Cleveland  £iec  l!luin 

ix y ail  nuiucj 

Atlantic  City  Elec 

812  0.9  167.9 

813  0.8  29.5 
oil        n  ft       on  7 

OIj            U.o  —y\J.i 

815        0.7  -17.6 

976       2.7  16.4 
593      12.5  19.7 

ZQA          1  -)  7             'I  A  ft 
JOT          )_.             — z-*+.o 

495      14.0  27.9 

Armstrong  Rubber 
Diamond  Intl 
Lukens 
McDermott 

875  -5.1  793.2 

876  -5.3  -72.6 

4S77             ^  A           3ft  1 

878      -5.4  42.4 

787       9.4  27.5 
851       7.8  -20.3 

871           7  4              ;  C 

56     32.4  18.1 

Pac  Gamble  Robinson 
Commonwealth  Edison 
Oklahoma  Gas  &  Elec 
Skyline 

816  0.6  -33.7 

817  0.6  28.2 

818  0.4  54.7 
818        0.4  -28.5 

829       8.3  11.4 
491      14.1  25.7 
273      18.6  26.3 
965       3.7  -23.6 

Chic  Pneumatic  Tool 
Colt  Industries 
Libbey-Owens-Ford 
Chromalloy  American 

879  -5.9  P-D 

880  -6.3  P-D 

881  -6.3  -53.0 

882  -6.5  P-D 

743      10.1  -12.3 
659      11.6  -22.4 
820       8.5  -5.7 
814       8.7  -24.8 

"For  some  companies  (as  noted  in  individual  Yardsticks  tables )  the  growth  rate  is  for  less  than  five  years  For  comparison,  the  five-year  average  annual  increase  in  prices  wai 
7.6%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy. 
tLatest  12-months.    P-D:  profit  to  deficit.    D  P:  deficit  to  profit 
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1  —— i 

o  s  where  in  growth 


Earnings  per  share 

dales 

Earnings  per  share 

Sales 

rank 

5-year 

82T  vs 

rank 

5-year 

Q<*)+  ,,c 

oZT  VS 

5-year 

82t  vs 

5-year 

82t  vs 

pany 



average* 

1979-81 

average* 

1979-81 

Company 

rank 

average* 

1979-81 

rank 

3  vera  j£c  * 

1979-81 

>  blic  Steel 

883 

-6.5% 

P-D 

826 

8.3% 

-21.0% 

Bird  &  Son 

940 

P-D 

D-D 

866 

7.6% 

-24.5% 

i  view  Fibre 

884 

-6.8 

-87.9% 

809 

8.7 

5.9 

Branift  Intl 

940 

P-D 

D-D 

451 

14.8 

-15.9 

1SCO 

fifl£ 

5o5 

—A  O 

— o.y 

o  0 

— z.y 

970 

3.3 

-18.7 

Chrysler 

940 

P-D 

D-P 

994 

-3.3 

-0.9 

cor 

886 

-7.8 

101.5 

837 

8.2 

29.2 

Firestone 

94C 

P-D 

P-D 

955 

4.3 

-17.2 

I  id  States  Steel 

887 

-8.0 

-75.3 

753 

10.0 

36.5 

First  Pennsylvania 

940 

P-D 

D-D 

892 

6.9 

-19.0 

lidale  Mills 

888 

-8.0 

-88.2 

928 

5.6 

-12.6 

Ford  Motor 

940 

P-D 

D-D 

859 

7.7 

-6.8 

idiana  Pub  Svc 

889 

-8.2 

-48.3 

259 

19.0 

22.9 

GAF 

940 

P-D 

D-D 

992 

-2.3 

-26.7 

th  Radio 

son 

ft  ^ 
—O.D 

D  P\ 

r~D 

959 

4.0 

8.6 

General  Refractories 

940 

P-D 

D-D 

897 

6.7 

-18.9 

cunan 

891 

-8.6 

24.4 

924 

5.7 

23.7 

Gibraltar  Financial 

940 

P-D 

D-D 

157 

22.6 

26.9 

i  js  Dodge 

892 

-8.8 

P-D 

910 

6.0 

-21.3 

Gulf  Resources  &  Chem 

940 

P-D 

D-D 

694 

11.0 

-28.3 

'  :ral  Motors 

893 

-8.9 

4.6 

810 

8.7 

-0.9 

Edward  Hines  Lumber 

940 

P-D 

D-D 

919 

5.8 

-34.9 

i  (evens 

894 

-9.2 

41.6 

860 

7.6 

-1.2 

Inco 

940 

P-D 

D-D 

941 

5.0 

-43.5 

fiOQ 

O  2 

r—LJ 

582 

12.7 

0.8 

Intl  Harvester 

940 

P-D 

D-D 

927 

5.6 

-23.1 

-Miller 

896 

-9.7 

53.3 

988 

-0.7 

21.2 

Interstate  Bakeries 

940 

P-D 

D-P 

858 

7.7 

10.3 

|  industries 

897 

-9.7 

D-P 

995 

—4.1 

-11.8 

Jonathan  Logan 

940 

P-D 

D-P 

973 

3.0 

-7.2 

|  Murphy 

898 

-10.0 

-46.3 

890 

6.9 

5.4 

Kaiser  Steel 

940 

P-D 

D-P 

905 

6.3 

-16.6 

1  rihold  Chemicals 

899 

-10.5 

-96.0 

632 

12.0 

-6.9 

KDT  Industries 

940 

P-D 

D-D 

572 

12.9 

-23.4 

i  rican  Can 

—  lU.o 

p  r* 

1 — YJ 

778 

9.6 

-6.6 

Keystone  Consolidated 

940 

P-D 

D-D 

962 

3.9 

-18.0 

est  em  Financial 

901 

-12.3 

P-D 

281 

18.4 

32.1 

Lockheed 

940 

P-D 

D-P 

843 

8.1 

12.1 

i  id  Steel 

902 

-12.4 

P-D 

842 

8.1 

-15.5 

Massey-Ferguson 

940 

P-D 

D-D 

957 

4.1 

-22.5 

',  hwest  Airlines 

903 

-12.5 

-85.6 

599 

12.4 

15.0 

Pantry  Pride 

940 

P-D 

D-P 

999 

-8.7 

-26.1 

904 

-13.0 

P-D 

358 

16.5 

-36.7 

Pettibone 

940 

P-D 

P-D 

785 

9.5 

-27.3 

'•  onal  Steel 

OAK 

—  lO.J 

r— U 

848 

7.8 

-18.6 

Republic  Airlines 

940 

P-D 

D-D 

27 

41.0 

55.2 

.  ler-Globe 

906 

-13.7 

604.5 

908 

6.2 

-6.7 

Sambo's  Restaurants 

940 

P-D 

D-D 

728 

10.4 

-38.0 

ficial  Corp 

907 

-14.2 

P-D 

883 

7.1 

-10.5 

Talley  Industries 

940 

P-D 

D-D 

984 

0.6 

-21.9 

1  r  International 

908 

-14.3 

P-D 

107 

26.3 

14.0 

Uniroyal 

940 

P-D 

D-P 

983 

0.8 

-13.6 

;ral  Public  Utils 

909 

-14.7 

-27.4 

517 

13.6 

30.0 

Western  Air  Lines 

940 

P-D 

D-D 

604 

12.3 

4.4 

ton 

om 
yiu 

— io.U 

—  1Z.  1 

763 

9.8 

24.8 

Wickes  Cos 

940 

P-D 

D-D 

280 

18.4 

12.8 

tark 

911 

-15.0 

30.8 

361 

16.4 

18.4 

Allied  Supermarkets 

971 

D-D 

D-P 

1000 

-8.7 

1.9 

npia  Brewing 

912 

-15.1 

P-D 

864 

7.6 

-10.1 

Commonwealth  Oil  Rfg 

971 

D-D 

D-D 

978 

2.5 

-58.0 

le  &  Cooke 

913 

-15.3 

P-D 

454 

14.7 

1.6 

Cook  United 

971 

D-D 

P-D 

969 

3.4 

39.5 

fort  of  Colorado 

914 

-15.7 

D-P 

341 

16.9 

36.3 

Eastern  Air  Lines 

971 

D-D 

D-D 

477 

14.3 

11.1 

len  West  Finl 

QIC 

1  A  1 

—  lo.  1 

r—LJ 

53 

32.7 

46.3 

Great  Atl  &  Pac  Tea 

971 

D-D 

D-P 

989 

-1.2 

-21.2 

onal-Standard 

916 

-16.5 

P-D 

911 

6.0 

-22.3 

Pan  Am  World  Airways 

971 

D-D 

P-D 

442 

14.9 

10.2 

lAhmanson 

917 

-16.7 

P-D 

274 

18.6 

35.8 

Rath  Packing 

971 

D-D 

D-D 

982 

0.8 

11.6 

iarama  Supennkts 

918 

-17.1 

813.8 

932 

5.4 

2.4 

Singer 

971 

D-D 

D-D 

975 

2.8 

-5.6 

iahl 

919 

-17.7 

-51.6 

193 

20.7 

16.2 

Texas  Air 

971 

D-D 

D-D 

23 

42.2 

275.7 

k  Equipment 

o  on 

yzu 

1  Q  1 
—  LB.l 

r—LJ 

980 

2.2 

-26.9 

United  Merch  &  Mfrs 

971 

D-D 

D-D 

998 

-7.6 

-19.3 

- 

921 

-19.2 

D-D 

615 

12.2 

12.5 

Wilson  Foods 

971 

D-D 

D-P 

974 

3.0 

-2.8 

Woolworth 

922 

-19.4 

P-D 

876 

7.3 

-18.7 

Arden  Group 

D-P 

14.8% 

990 

-1.7 

0.9 

:  Charter  Finl 

923 

-19.5 

P-D 

356 

16.6 

9.1 

Beverly  Enterprises 

D-P 

57.0 

40 

35.4 

129.8 

aso 

924 

-20.2 

D-P 

222 

19.9 

13.1 

CNA  Financial 

D-P 

-17.9 

833 

8.3 

9.3 

nischfeger 

OO  c 

on  a 
—IDA 

r—LJ 

745 

10.1 

-17.8 

Donaldson,  Lufkin 

D-P 

50.0 

24 

41.8 

33.0 

926 

-21.0 

-70.0 

928 

5.6 

-4.2 

GEICO 

D-P 

-0.6 

948 

4.8 

10.1 

s-Chalmers 

927 

-23.7 

P-D 

900 

6.6 

-16.2 

Genesco 

D-P 

P-D 

997 

-6.4 

-21.7 

miilan 

928 

-24.6 

D-P 

981 

0.9 

-22.6 

HRT  Industries 

D-P 

-95.1 

671 

11.4 

17.7 

cander's 

929 

-27.4 

D-P 

907 

6.3 

2.5 

LTV 

D-P 

-80.5 

141 

23.2 

-4.6 

niteville 

O  O  O 

r—LJ 

950 

4.7 

-13.8 

MCI  Communications 

D-P 

327.3 

6 

58.4 

155.0 

tain-teed 

931 

-29.6 

D-D 

873 

7.3 

-9.9 

Pueblo  International 

D-P 

38.7 

996 

-6.0 

21.3 

isol  Petroleum 

932 

-35.3 

P-D 

4 

84.0 

43.2 

Revere  Copper 

D-P 

P-D 

838 

8.2 

-17.8 

ionite 

933 

-35.8 

P-D 

985 

0.4 

-7.5 

Rohr  Industries 

D-P 

83.1 

968 

3.5 

16.8 

st  Brewing 

934 

-38.6 

D-P 

953 

4.5 

-6.0 

Scot  Lad  Foods 

D-P 

-52.7 

979 

2.3 

0.9 

R 

A  Z  0 

457 

14.6 

10.6 

Shopwell 

D—  r 

1  OO  0 

toy. 3 

791 

9.3 

20.7 

body  Intl 

936 

-45.5 

2,000.0 

737 

10.2 

14.1 

Todd  Shipyards 

D-P 

50.2 

173 

21.9 

23.4 

lada  Inns 

937 

-47.7 

P-D 

665 

1 1 .5 

6/  .6 

United  Brands 

D-P 

P-D 

725 

10.4 

2.0 

1  Natl  Mortgage 

938 

-53.8 

D-D 

343 

16.8 

34.9 

Valero  Energy 

D-P 

46.8 

267 

18.7 

15.1 

itmoreland  Coal 

939 

-56.1 

D-P 

952 

4.6 

27.2 

Warnaco 

D-P 

27.2 

921 

5.8 

6.3 

International 

940 

P-D 

D-D 

934 

5.3 

-20.6 

CIGNA 

erican  Bakeries 

940 

P-D 

D-D 

951 

4.6 

-1.0 

Imperial  Corp  of  Am 

P-D 

erican  Motors 

940 

P-D 

D-D 

940 

5.0 

-4.0 

Swift  Independent 

850 

7.8 

13.3 

>r  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years  For  comparison,  the  five-year  average  annual  increase  in  prices  was 
%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy, 
itest  12-months    P-D:  profit  to  deficit.    D-P:  deficit  to  profit;  not  ranked.    D-D:  deficit  to  deficit    "Not  available;  not  ranked 
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The  superstars  on  the  list  below  are  mighty  impressive,  but  hindsight  is 
still  hindsight;  look  further  down  for  the  superstars  of  the  next  five  years. 


Who's  where 
in  the 
stock 
market 


T|  here's  nothing  like  a  market  rally,  even  at  the  tail 
end  of  a  five-year  period.  Last  year,  when  we  report- 
ed on  market  performance  of  1,000  companies  in  the 
Forbes  Report  on  American  Industry,  two  out  of  three  had 
failed  even  to  keep  pace  with  post- 1975  inflation.  This 
year,  it's  close  to  half:  Of  the  976  companies  ranked  below, 
the  stocks  of  471  bettered  the  58%  rise  in  the  Consumer 
Price  Index  between  Jan.  1,  1978  and  Nov.  17,  1982. 

A  lot  of  that  gain,  of  course,  has  come  in  the  past  year, 
especially  since  August,  vaulting  some  of  the  star  perform- 
ers to  the  top  of  the  list.  This  is  particularly  true  of  the 
brokerage  house  stocks:  E.F.  Hutton,  Donaldson,  Lufkin, 
Paine  Webber  and  First  Boston  all  rank  among  the  top  50 
companies.  And,  as  usual,  the  stocks  below  outperformed 
the  narrow  market  measures,  showing  a  median  gain  of 
54.5%  over  the  five-year  period.  That  is  not  spectacular, 
considering  58%  inflation,  but  better  than  the  DJIA — up 
just  24%  over  the  same  period — and  the  S&P's  500,  up 


45%.  The  Wilshire  5000,  the  broadest  market  measure  ol 
all,  was  up  61%,  but  at  that,  458  of  the  ranked  companies 
bettered  even  the  Wilshire. 

Some  of  the  superstars  at  the  top  of  the  list  are  impres- 
sive, especially  if  you  bought  them  five  years  ago.  If  you 
didn't,  then  hindsight,  after  all,  is  only  hindsight.  The  stars 
of  the  next  five  years  may  be  a  good  deal  further  down.  The 
lower  reaches  of  the  list,  in  fact,  are  fully  as  interesting  as 
the  1,000%  and  2,000%  gainers  at  the  top.  There  are  some 
intriguing  names  down  there  with  smokestack  industries 
and  hardship  cases,  or  in  the  midrange  treadmill  of  stocks 
that  went  nowhere  in  five  years,  neither  gaining  nor  losing 
more  than  a  percentage  point  or  two. 

Despite  the  recent  market  rise,  over  400  of  these  1,002 
companies  are  selling  at  less  than  book  value,  over  60  at 
P/Es  of  5  or  less.  From  their  ranks,  perhaps,  will  come 
more  than  a  few  examples  of  what  will  be,  instead  of  what 
might  have  been. 
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i's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1978-82 

price/ 

12-month 

Price/ 

Indicated 

nk 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

81 

Company 

change 

range 

price 

per  share 

ratio 

dividend 

yield 

1 

First  Executive 

2,530.4% 

15'/s- 

% 

14% 

$4.72 

3.1 

$1.37 

11 

none 

0.0% 

MCI  Communications 

2,114.2 

39%- 

1% 

37% 

2.51 

14.9 

1.41 

27 

none 

0.0 

3 

Subaru  of  America 

1,891.3 

60%- 

2% 

57% 

11.03 

5.2 

6.28 

9 

$0.92 

1.6 

I  2 

Wang  Laboratories 

1,699.7 

55%- 

2% 

52% 

9.63 

5.5 

1.87 

28 

0.16 

0.3 

Comdisco 

1,473.2 

29%- 

1% 

271/2 

5.17 

5.3 

2.27 

12 

n  0 

i  6 

Humana 

1,449.0 

43%- 

2'/4 

39% 

6.02 

6.5 

2.14 

18 

0.80 

2.0 

39 

Toys  "R"  Us 

1,151.6* 

50%- 

2% 

47% 

6.65 

7.2 

1.50 

32 

none 

0.0 

H  20 

Bergen  Brunswig 

1,130.8 

34  - 

2'/2 

32 

7.66 

4.2 

1.69 

19 

0.32 

1.0 

17 

Tandy 

1,002.9 

51%- 

3% 

48% 

7.83 

6.2 

2.27 

21 

none 

0.0 

13 

Anixtcr  Bros 

966.2 

20%- 

1% 

19 

6.68 

2.8 

1.13 

17 

n  in 

u.zw 

1  1 

51 

Food  Town  Stores 

930.3 

23  - 

1% 

19% 

2.99 

6.6 

0.79 

25 

0.08 

0.4 

j  74 

Zayre 

860.1 

68  - 

5% 

68 

30.22 

2.3 

4.17 

16 

0.40 

0.6 

Beverly  Enterprises 

856.3 

39  %  - 

3% 

38% 

12.35 

3.1 

1.91 

20 

0.40 

1.0 

i  24 

E  F  Hutton  Group 

757.0 

48%- 

4'/2 

44% 

19.40 

2.3 

3.47 

13 

0.80 

1.8 

36 

Wal-IVlart  Stores 

754.2 

44%- 

4% 

431/4 

5.09 

8.5 

1.53 

28 

0  18 

u.t+ 

19 

SCOA  Industries 

743.7 

38  - 

3% 

36 

9.81 

3.7 

2.19 

16 

0.64 

1.8 

Sysco 

707.1 

37%- 

4% 

35% 

9.98 

3.6 

1.82 

20 

0.32 

0.9 

i  12 

Waste  Management 

691.5 

53%- 

5% 

50% 

9.74 

5.1 

2.31 

22 

0.52 

1.0 

i  9 

Natl  Medical  Entrprs 

668.3 

28%- 

3% 

26 

9.09 

2.9 

1.68 

15 

0.50 

1.9 

8 

M/A-Com 

638.1 

35%- 

2% 

23% 

6.77 

3.5 

0.80 

29 

0.16 

0.7 

;  29 

Metromedia 

634.5 

280  - 

31% 

258 

36.95 

7.0 

27.95 

9 

5.00 

1.9 

t  23 

General  Instrument 

607.4 

52  %- 

6V2 

51% 

16.51 

3.1 

3.38 

15 

0.50 

1.0 

I  16 

Piedmont  Aviation 

602.5 

39  - 

5'/4 

35% 

18.63 

1.9 

4.01 

9 

0.28 

0.8 

I  182 

U  S  Air 

576.7 

27%- 

3% 

25% 

20.26 

1.3 

3.42 

7 

0.12 

0.5 

1  103 

Donaldson  Lufkin 

568.0 

23%- 

2'/2 

20% 

9.01 

2.3 

1 .33 

16 

0  20 

1  0 

I  10 

Caesars  World 

554.5 

36'/s- 

l'/2 

10 

6.44 

1.6 

0.04 

NM 

none 

0.0 

:  161 

Paine  Webber 

546.4 

39%- 

4% 

33% 

10.31 

3.3 

2.52 

13 

0.50 

1.5 

1  65 

Baldwin-United 

542.7 

50%- 

6% 

47 

14.58 

3.2 

5.64 

8 

0.88 

1.9 

!  5 

Chic  &  North  Western 

531.5 

36%- 

3% 

22% 

12.13 

1.9 

-0.93 

def 

none 

0.0 

44 

Rip  V  Sti nfrrn At \i pt s 

529.6 

15%- 

2% 

15% 

6.73 

2.3 

1.57 

10 

0.40 

2.6 

37 

Hospital  Corp  of  Am 

515.3 

57'/4- 

7Vi 

55  % 

15.34 

3.6 

2.82 

20 

0.44 

0.8 

I  33 

G  Heileman  Brewing 

498.3 

39%- 

5% 

39 

12.01 

3.2 

3.33 

12 

0.80 

2.1 

!  15 

Warner  Communications 

494.7 

63%- 

8% 

56% 

18.55 

3.1 

4.64 

12 

1.00 

1.8 

1  43 

EG&G 

494.3 

28%- 

4% 

26% 

4.86 

5.4 

1.35 

20 

0.36 

1.4 

)  126 

U/alorppn 
TV  illglCCll 

488.8 

56%- 

8 

52% 

16.95 

3.1 

3.73 

14 

1.20 

2.3 

r  135 

Electronic  Data  Systems 

476.9 

49  Vi  - 

7% 

46% 

7.09 

6.6 

1.82 

26 

0.64 

1.4 

93 

GEICO 

443.1 

44  %- 

5% 

44% 

11.60 

3.8 

3.49 

13 

0.56 

1.3 

30 

Amer  Medical  Intl 

441.4 

36%- 

5'/2 

34  % 

10.63 

3.2 

2.25 

15 

0.52 

1.5 

'!  11 

Federal  Express 

413.3* 

72'/4- 

6 

67% 

16.88 

4.0 

3.79 

18 

none 

0.0 

64 

I  fir  L'  n ppH 

LULM1CCU 

405.0 

84%- 

12% 

75% 

7.67 

9.9 

9.86 

g 

0.0 

34 

Berkshire  Hathaway 

400.0 

690  - 

134 

690 

526.30 

1.3 

31.17 

22 

none 

0.0 

332 

First  Boston 

400.0 

78  - 

10 

75 

39.93 

1.9 

14.82 

5 

3.00 

4.0 

14 

Todd  Shipyards 

396.1 

38%- 

5% 

31% 

23.58 

1.3 

6.46 

5 

1.12 

3.5 

97 

James  River  Corp  Va 

386.8 

28%- 

5!/2 

28% 

14.62 

1.9 

3.02 

9 

0.40 

1.4 

54 

Tvcnn  FnnHc 
i  ysuii  ruuus 

381.1 

23%- 

4% 

22  Vt 

12.08 

1.8 

2.43 

9 

0. 16 

0.7 

45 

Teledyne 

379.6 

1  743/. 
1  f    /i  — 

Lo  VI 

132% 

82.61 

1.6 

18.05 

7 

none 

0.0 

4 

Storage  Technology 

364.3 

40%- 

4% 

25% 

13.97 

1.8 

2.48 

10 

none 

0.0 

259 

VF 

363.4 

41%- 

8'/4 

41% 

14.99 

2.7 

4.60 

9 

1.60 

3.9 

250 

Shopwell 

362.5 

18%- 

3% 

18% 

15.64 

1.2 

2.01 

9 

0.12 

0.6 

21 

Texas  Oil  &  Gas 

358.7 

41%- 

5% 

31% 

7.34 

4.3 

2.59 

12 

0.28 

0.9 

83 

Warnaco 

358.3 

40%- 

7% 

40% 

26.83 

1.5 

5.10 

8 

1.20 

3.0 

154 

Marriott 

357.5 

58%- 

10% 

53% 

16.12 

3.3 

3.36 

16 

0.30 

0.6 

81 

Browning-Ferris  Inds 

355.4 

50  - 

9% 

47'A 

14.24 

3.3 

2.94 

16 

1.00 

2.1 

27 

Nucor 

354.7 

82%- 

11  % 

55% 

30.50 

1.8 

3.61 

15 

0.52 

0.9 

179 

E-Systems 

352.1 

47  - 

7% 

44  Vi 

11.42 

3.9 

2.21 

20 

0.70 

1.6 

18 

Natl  Convenience  Stores 

348.4 

19%- 

3'/2 

18% 

5.95 

3.1 

1.32 

14 

0.54 

2.9 

55 

Cullum  Companies 

346.3 

341/2- 

6'/2 

34  Vt 

18.54 

1.8 

2.94 

12 

1.00 

2.9 

245 

U  S  Home 

343.0 

33  - 

5'/8 

27 

16.98 

1.6 

-0.30 

def 

0.16 

0.6 

444 

Merrill  Lynch 

339.2 

71%- 

13% 

65% 

30.08 

2.2 

5.48 

12 

1.44 

2.2 

63 

Republic  New  York 

335.6 

41%- 

8% 

37% 

26.11 

1.4 

5.12 

7 

1.40 

3.7 

Payless  Cashways 

335.1 

45  - 

8V2 

40% 

8.57 

4.7 

1.71 

24 

0.20 

0.5 

183 

R  H  Macy 

327.7 

60%- 

10% 

56% 

23.75 

2.4 

4.39 

13 

1.00 

1.8 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  30,  1977  to  Nov.  17, 1982  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  58%. 

"Not  ranked  last  year.    NM:  not  meaningful,    def:  deficit. 


FORBES,  JANUARY  3,  1983 


245 


Who's  where  m  the  stock  market 


Recent 

Latest 

5-year 

1070  ft9 
IV/ 0-0Z 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Kecent 

1  1 

dook  value 

book 

earnings 

earnings 

annual 

Curr 

82 

81 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

63 

192 

Piieumo 

■JOrt  A°/ 
OZU.O  /o 

141/*  7 
04  74  —  / 

irviA 

otr/8 

<t  1  4  7C 
i>  14.  /  0  1 

9  1 

3>0. 14 

i  n 
1U 

2.6' 

64 

143 

Supermarkets  General 

Oiy.4 

07  V4—  0 

173/. 

9n  in 

ZU.oU 

1  0 

l.V 

/I  A  A 
4.40 

0 

0 

0.68 

1.8 

65 

66 

Servicemaster  Inds 

0  1  V.j 

AC\\/a  sua 

4UV4  —  0/4 

103/. 

J7  /4 

1  AC 
o.OO 

1  ft  0 
1U.V 

90 

zy 

1  C\A 

1  .U4 

2.6 

66 

rrirl  OiOup 

11Q  /. 
JlOtU 

111/.  AU 
OO  /4 —      O  /2 

30/8 

10  45 

1  ft 

1  Oft 

1  .yo 

1  A 

10 

n  74 

U.  t  4 

T  /l 
2. 4 

67 

57 

ConAgra 

317.7 

283/4-  -  5% 

26s/8 

11.85 

2.2 

2.46 

11 

1.00 

3.8 

68 

49 

Cincinnati  Milacron 

11  4  ft 
014. U 

40/4  —  0/8 

9Q1A 

zy  V2 

ic  17 

10.1/ 

1  0 

l.V 

1  1A 
1 .00 

99 
zz 

n  70 

U.  /Z 

z.4 

69 

56 

Litton  Industries 

1110 

ftftl/->  19I/i 
00/2 —    1  Z  /4 

^4 

10  cn 
oy.ou 

1  4 
1.4 

7  CI 

f  .00 

7 

i  An 
1  .OU 

o.U 

70 

107 

Avnet 

11  ft  ft 
01U. o 

AA           1  9  IA 

CQ3A 

oy°/4 

9  7  ftA 
Z  /  .00 

9  1 

3  on 
0.0U 

1  A 

lo 

1.00 

1.7 

71 

410 

Mop  oi  »nop  cos 

Iftft  C 

4ft  3/o      in  l/o 
40/8—  1U/8 

4C3/. 
40/4 

9  0  04 

zy.y4 

1  R 
1.0 

a  n  1 
O.UI 

Q 
0 

1  1C\ 

1  .oU 

2.8 

72 

26 

Gates  Learjet 

302.8 

29*6-  3% 

14% 

9.88 

1.5 

1.00 

14 

0.20 

1.4 

73 

159 

Loews 

90ft  A 
iVO.O 

1  CQl/->       11  1/q 
1j7/2-  Ol  /8 

1  4 1 1A 
1 4o  /2 

1  nn  An 

1UU.OU 

1  4 
1.4 

1  Q  7fi 
10. 1 0 

d 
0 

1  in 
1  .ZU 

0.8 

74 

181 

Pay  Less  Drug  NW 

292.9 

L,y  /4  —  0/4 

27I/2 

1  n  ift 

1U.OO 

9  A 
Z.O 

1  04 

1  .y4 

1  A 
14 

n  4/i 
u.44 

1 .0 

75 

48 

Brown~Forman  Dist 

909  A 

4Cl/o  01/< 

40/8  —  V/4 

4fi 
4U 

1  c  in 

10.  oU 

9  A 

1  CO 

o.oy 

1  1 
1  1 

n  oo 
U.oO 

2.2 

76 

301 

Hannaford  Bros 

9ftO  ft 

4C1/.  IHI/t 
40  Y4  —    1 U  /2 

497A 
4Z  /8 

9  C  9  1 
zo.z  1 

1  7 

1./ 

C  CI 

0.0  1 

0 
0 

1  /in 
1.4U 

77 

Allied  Bancshares 

284.6 

34  Vs-  73/4 

31V4 

12.88 

2.4 

4.09 

8 

1.00 

3.2 

78 

368 

General  Host 

9fti  i 

iO  J.J 

10/2  —      O  /2 

1  17A 
lo  /8 

1111 

lo.  lo 

1.1 

1  OQ 

1  .yy 

1 

n  /i  n 
U.4U 

9  O 

z.y 

79 

215 

Marsh  Supermarkets 

970  1 

z/  y.  i 

1  ft  Vo  4 
1  O  /8  —  4 

1  ^7A 
1 0  /8 

1 1  no 
1 1  .uy 

1  4 
1.4 

1  Q7 

l.O/ 

ft 
0 

n  a  q 
U.4o 

1  n 
o.U 

80 

134 

Dean  Foods 

97ft  0 
z/ o.y 

1 1  3/n  73/o 
OI/8  —      /  /8 

in 

o\j 

1  9  71 
1  z.  /  0 

9  4 
Z.4 

1  ftC 
Z.00 

1  1 
1 1 

n  7A 
u.  /  0 

9  c 

Z.O 

81 

273 

Hewlett-Packard 

977  1 

Z/  /  .j 

7 1  l/i       1  C  1A 
r  1/2  —    IO  /2 

oy  78 

1  C  AA 
1  0.00 

4  4 
4.4 

1  nc 
o.uo 

9  1 
ZO 

n  94 
U.Z4 

n  1 
U.o 

82 

403 

Dillard  Dept  Stores 

277.4 

50'/2-  12 

50 

39.24 

1.3 

6.04 

8 

0.40 

0.8 

83 

121 

—  ;  

Dow  Jones 

977  9 

1  ■  -.1 

AO          1  47/d 
OV     —  14/8 

A41/0 
0478 

ft  CO 

o.oy 

7  C 

9  7C 

z.  /o 

9  1 

Zo 

1  no 
l.Uo 

1.  / 

84 

52 

Mission  Insurance 

lift  1 

ZO 

1  A  70 
1 0.  /  y 

1  7 

1./ 

1  ftA 
O.OO 

7 

1 

n  cn 
u.ou 

9  O 

Z.y 

85 

246 

Peoples  Drug  Stores 

97i;  ft 
Z/ O.U 

LI  /4  —  Ova 

9  CIA 
Z0  72 

1  1  41 
10.41 

1  0 

l.V 

9  nft 
z.uo 

1  9 
1Z 

n  ia 
U.oO 

1  /i 
1 .4 

86 

35 

Parsons 

974  ft 
Z/  4.U 

jO/8-  0 

9H1A 
ZU72 

ft  no 
o.uy 

9  C 

9  99 

z.zz 

O 

y 

1  nn 
1  -UU 

/i  n 
4.y 

87 

138 

Capital  Cities  Commun 

273.4 

118    -  27'/8 

11274 

34.07 

3.3 

6.85 

16 

0.20 

0.2 

88 

91 

Blount 

9 Aft  A 
zoo.  u 

9  1  3/0  41/, 
Z  1  /8 —  4/2 

1  A  l/o 
10/8 

1  9  17 
1Z.O  / 

1  1 
1.0 

9  19 
Z.  1Z 

Q 
0 

n  An 

U.OU 

1  7 

0.  / 

89 

113 

Republic  Fin!  Svcs 

9AA  1 

4C           1  n3/Q 
40      —    1 U  /8 

445A 
44  v8 

91  A4 
ZO. 04 

1  0 

l.V 

1  CC 
0.00 

1  1 

10 

i  9n 
1  .ZU 

9  7 

z.  / 

90 

110 

M/>rri«r  Hill 

9A4  O 
Z04.y 

7 1           1  A3/o 
1 0      —    1 0/8 

7H1A 
/  U  74 

1  O  09 

iy.yz 

1  c 

0.0 

A  IA 
4.Z4 

1  7 
1  / 

1  00 

1.00 

i  7 
z./ 

91 

404 

tint  T**\f\A 

9A4  O 
Z04.y 

4  CIA       11  l/o 
40/2—    1  1  V8 

4C 
40 

97  nn 
Z  /  .uu 

1  7 

1./ 

7  9  1 

/  .Zl 

/: 
O 

1  in 
l.oU 

9  O 

z.y 

92 

76 

Alleghany 

261.5 

56    -  13% 

55!/s 

37.32 

1.5 

5.71 

10 

1.08 

2.0 

93 

240 

Brown  Group 

9Aft  ft 
ZOU.o 

C  73/         1  4  l/o 
0  /  74  —    14  78 

CC5A 
00J/8 

11  ni 
0 1  .u  1 

1  ft 
1.0 

c  11 
0.00 

1  n 
1U 

1  7A 
i./O 

1  9 

o.Z 

94 

122 

General  Cinema 

9C4  c 

Z04.0 

IHI/t  A5/Q 
OU/2—  0/8 

9  71A 
Z  /  74 

0  1  ft 
y.  10 

1  ft 

9  1A 

Z.oO 

1  9 
1Z 

n  ci 
U.oZ 

i  n 

1  .y 

95 

38 

Resorts  Intl 

9C9  C 

70  A3/o 
f\j     —  0/8 

9A 
ZO 

9  1  A1 
Z 1 .00 

1  9 
l.Z 

1  1  Q 

0.  iy 

Q 

O  . 

none 

n  n 

u.u 

96 

25 

wnittaKer 

9C1  7 
ZOl./ 

cn7/D      7  i/o 

OU/8  —     1 v% 

9  A3A 
ZO  /8 

9  1  QA 
Z 1 .04 

1  9 

A  ACi 

4.4U 

<C 
O 

i  An 
1  .OU 

A  1 

0.1 

97 

282 

Stone  Container 

250.5 

24'/4-  55/s 

21'/2 

13.76 

1.6 

1.23 

17 

0.60 

2.8 

98 

331 

uioreii  nrotners 

94ft  1 
Z40.0 

TQ1/-  71/i 
zy  72  —      /  72 

9  Q1A 
Zo74 

9  9  Q  1 
ZZ.OO 

1  9 

a  a  n 
4.4U 

O 

n  oi 

U.yz 

0.0 

99 

89 

nut  on  rioteis 

944  9 
Z44.Z 

C9  1/.       1  1  i/o 
Oz/4—  11T8 

443A 
44v4 

1  O  Oft 

ly.yo 

9  9 

1  c  1 
o.ol 

1  1 

lo 

n  on 
U.oU 

1  0 
1 .0 

100 

489 

vro  ^Ullllllcllldl 

941  A 

147/o         A  I/, 
Of/8 —  0/4 

11IA 

1 7  9n 

1  /  .Z.U 

1  0 
l.V 

9  C7 

Z.O  / 

1  1 

10 

n  C9 

U.OZ 

1  A 
1.0 

101 

145 

vj  U  oedrlt 

941  A 
Z40.0 

AC.  1/.  1Pl5/a 
40/4—  1U/8 

413A 
4o  /8 

1 1  4n 

1  1 .4U 

1 12 
0.0 

9  ftC 
Z.OO 

1  c 
1 0 

n  C9 
U.oZ 

1  9 
1  .Z 

102 

79 

Bally  Manufacturing 

239.6 

48%-  77/s 

29  Vi 

15.26 

1.9 

3.53 

8 

0.20 

0.7 

103 

278 

Anheuser-Busch  Cos 

91ft  ft 

7H3/.       1  71A 
/  1/74  —    1  /  */2 

AA3A 
OOv4 

9A  CI 
ZO.OO 

9  c 

Z.O 

C  (39 

0.0Z 

1  1 
1  1 

1    A  0 

1 .40 

1  9 

z.z 

104 

73 

Std  Comml  Tobacco 

91ft  ft 

1  ft  IA  A 
1 0  72  —  0 

1  ftlA 
10/4 

1  0  cc 
iy.00 

ft  0 

u.v 

a  in 
4. 1U 

A 
4 

n  /i  n 
U.4U 

9  9 

Z.Z 

105 

137 

Washington  Post 

91C  7 
ZOO./ 

AH           1  CIA 
OU     —   1 0  72 

An 
OU 

1  c  1  7 

A  ft 
4.U 

l>ti 
0.41 

10 

n  ca 
U.OO 

n  0 

u.y 

106 

150 

Ryder  System 

914  O 

4fi3/t       1  1  5/o 
40/4—    1 1/8 

4  CIA 
40/2 

9  1  19 
ZO.OZ 

9  ft 
Z.U 

1  QC 
O.OO 

1  9 

1Z 

1  nc 
1  .Uo 

9  /I 
Z.4 

107 

88 

Empire 

234.9 

49'/2-  5% 

22W 

n.66 

1.9 

1.36 

17 

0.40 

1.8 

108 

166 

Commercial  Metals 

914  ft 
Z04.0 

9  A  C3/o 
ZO     —  0/8 

1  71A 

1  1  72 

9 1  7n 
ZO.  1  u 

ft  7 

U./ 

9  9  1 
Z.Z1 

Q 

0 

n  /i  a 

U.44 

9  c 
Z.o 

109 

207 

Weis  Markets 

911  9 

IO \/a             1    1  3/o 

0774—   1  lv8 

1Q7A 
OO  78 

1  C  A  7 
J.  0.4/ 

9  C 
Z.O 

o.U7 

VQ 

lo 

n  7A 
U.  zo 

9  n 
Z.U 

110 

106 

Super  Valu  Stores 

9  19  Q 
Z  Ji.O 

Z0  78—  o'/8 

T  ASA 

Zoy8 

7  C  7 

f.Df 

O.O 

1  on 
1  .OU 

1  c 

lo 

n  cz 
U.00 

Z.l 

111 

184 

Genera!  Dynamics 

919  ft 

447/o  71A 
44  /8  —      /  /2 

1H3A 

9n  ni 
zu.uo 

1  C 
1.0 

1  C4 
1 .04 

1  7 

1  / 

n  79 
u.  /  z 

9  4 
Z.4 

112 

449 

Rev CO  U  O 

911  7 

4A5A       1  1  3/. 
40/8—   1  lv4 

A  A  1A 
4472 

1  1  Q9 

10. yz 

1  9 

9  C9 

Z.oZ 

1  ft 

lo 

n  ft  ft 
U.oO 

9  n 
Z.U 

113 

368 

Saga 

231.3 

43ys-  67/s 

39% 

17.71 

2.2 

3.48 

11 

0.56 

1.4 

114 

208 

Crum  &  Forster 

997  A 

zz/ .0 

CI           1  17A 
OO     —  iO/8 

CI 

1 1  73 

1  A 

1.0 

4.84 

1  1 

l./O 

115 

251 

Waldbaum 

99C  1 

1/1  77A 

■39  T  1 
OZ.ZO 

1  1 

1.1 

C  7T 

0.  f L 

0 

none 

n  r 
U.L 

116 

Fuqua  Industries 

991  0+ 
ZZO. yT 

9  Q3/.         71 A 
ZOV4—  /72 

1  C  70 

lo.  1 1 

1  0 
1.0 

1  QZ 

Z.OO 

1U 

U.oU 

T  1 
Z.l 

117 

90 

Freeport^McMoran 

991  A 
ZZO.O 

/in5A  ^SA 
4U/8—  478 

1  C5/n 

1  n  in 
lU.zU 

t  c 
1.0 

1    C  7 

1.0/ 

1  n 
1U 

n  /in 
U.oU 

6.0 

118 

158 

Purolator 

99ft  7 
_  lit. 

yl  0 1 A         1  9  7  A 
41/72—  lZ/8 

lb  Vi 

1  7  7T 

Z.O 

4.16 

1 1 

l  ii 
1.1Z 

Z.4 

119 

365 

Mattel 

220.6 

3IV2-  6 

27% 

10.89 

2.5 

3.26 

8 

0.30 

1.1 

120 

140 

Nationwide 

217.2 

39y4-  11% 

39% 

39.46 

1.0 

3.38 

12 

0.70 

1.8 

121 

205 

Nordstrom 

214.1 

503/4-  ll7/s 

44% 

18.12 

2.5 

2.92 

15 

0.50 

1.1 

122 

254 

Fort  Howard  Paper 

212.6 

513/4-  135/s 

51 

14.48 

3.5 

3.32 

15 

1.20 

2.4 

123 

151 

Rite  Aid 

211.9 

49V2-  12V4 

46  Vi 

15.52 

3.0 

3.05 

15 

0.80 

1.7 

124 

197 

Dynalectrou 

210.3 

173/8-  23/4 

11% 

8.12 

1.4 

1.63 

7 

0.20 

1.8 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  30, 1977  to  Nov.  17, 1982.  For  comparison,  the  five-vear  change  in  the  Consumer  Price  In 

was  58%. 

•Not  ranked  last  year    tPrice  change  does  not  reflect  the  value  of  shares  received  in  spinoff. 
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o's  where  in  the  stock  market 


Recent 

Latest 

ink 

5-year 

1978-82 

price/ 

12-month 

Price/ 

Indicated 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

Q1 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

253 

United  States  Shoe 

209.2% 

541/2-  10% 

50i/2 

$26.77 

1.9 

$4.89 

10 

$1.36 

2.7% 

178 

Albertson's 

208.3 

48    -  12'/2 

46V4 

16.05 

2.9 

3.66 

13 

1.00 

2.2 

i  336 

Intel 

208.3 

49 '/2-  10% 

37 

11.15 

3.3 

0.58 

64 

none 

0.0 

653 

Sherwin-Williams 

207.7 

45%-  9% 

42  Vi 

28.81 

1.5 

3.16 

13 

1.00 

2.4 

1  /u 

Seagram 

206.7 

1  <+v4  —  ZUv8 

AO 

oy 

ftl  ftl 
00.00 

n  ft 
u.o 

ft  ft^ 
O.OJ 

0 
0 

1  on 

2.0 

i  136 

Charter 

205.9 

50    -  3% 

13 

25.09 

0.5 

1.49 

9 

1.00 

7.7 

314 

Hart  Schaffner  &  Marx 

205.3 

36%-  9% 

36% 

28.34 

1.3 

3.59 

10 

1.24 

3.4 

262 

American  Greetings 

203.9 

43%-  9'/2 

391/2 

16.62 

2.4 

2.52 

16 

0.68 

1.7 

202 

Dun  &  Bradstreet 

199.2 

97%-  26  Vi 

92% 

15.56 

6.0 

4.89 

19 

2.76 

3.0 

A1 

l  01 

iviiiificii  energy  cv  utv 

197.5 

*fov8  —  0/8 

1  fj/a 

IO/8 

ft  1  r\ 

0  1 

Z.I 

1  OO 

1  .yy 

1  A 

1.4 

142 

American  Intl  Group 

195.5 

83    -  23% 

82% 

33.49 

2.5 

6.76 

12 

0.48 

0.6 

!  218 

Varian  Associates 

194.3 

58%-  11% 

58Vi 

24.00 

2.4 

2.95 

20 

0.52 

0.9 

;  148 

Barnett  Banks  Fla 

193.2 

347/8-  10% 

32  Vi 

21.42 

1.5 

3.30 

10 

1.08 

3.3 

;  194 

Perkin-Elmer 

192.5 

36%-  8'/2 

29  va 

11.28 

2.6 

1.27 

23 

0.50 

1.7 

017 

Lot 

Centex 

171.7 

AO              1  13/„ 

1A  AO 

z^.oy 

1  A 
1.0 

1  1  Q 

z.  xy 

1  ft 

U.Zo 

n  a 
U.o 

:  ii7 

Pioneer 

189.6 

33%-  61/8 

20 

9.92 

2.0 

1.84 

11 

1.16 

5.8 

l  163 

Flowers  Industries 

189.5 

21    -  6'/s 

19% 

9.34 

2.1 

1.74 

11 

0.60 

3.1 

;  326 

Borg-Warner 

187.9 

40%-  12% 

40  Vi 

29.45 

1.4 

4.02 

10 

1.52 

3.8 

;  223 

Kroger 

187.8 

47'/4-  12% 

39% 

27.06 

1.5 

4.99 

8 

1.88 

4.7 

'  AO 

ov 

v^aDot 

1  HA  ft 

3A5/Q  A3A 
0O/8-  0/4 

Z  1 

ly.zz 

1.1 

1  77 

Ai  l  f 

O 
O 

n  oi 
u.yz 

A  A 

::  297 

General  Re 

184.7 

64  Vi-  16% 

60  Vi 

22.21 

2.7 

4.56 

13 

1.08 

1.8 

II  269 

Rockwell  Intl 

184.4 

47    -  14Vi 

42% 

24.87 

1.7 

4.33 

10 

1.56 

3.7 

* 

Shawmut 

182.7 

40Vi-  13% 

38% 

44.80 

0.9 

5.71 

7 

1.72 

4.4 

I  352 

Flickinger 

182.3 

27Vi-  87/s 

271/2 

20.92 

1.3 

3.14 

9 

0.88 

3.2 

i  O^ft 

1  Z3o 

Esmark 

O  1  v8 —    1  t  /8 

0  1  .UO 

^   1  ft 

1  n 

1  ftA 
1  .o^f 

3  A 
o.'f 



84 

Superior  Oil 

181.9 

50%-  9'/2 

28% 

16.91 

1.7 

2.09 

14 

0.20 

0.7 

]  176 

Burlington  Northern 

181.0 

77   -  17V2 

57V4 

70.75 

0.8 

7.32 

8 

1.52 

2.7 

1  205 

Pioneer  Hi-Bred  Intl 

180.5 

28%-  77/s 

27 

8.95 

3.0 

2.24 

12 

0.72 

2.7 

I  220 

New  York  Times 

180.1 

53%-  16% 

52% 

23.46 

2.3 

4.64 

11 

1.22 

2.3 

1'  0/> 
1  VO 

Wyman-Gordon 

1  fin  n 

loU.U 

1 7  77/o 
Z  f      —      1  /8 

0/1  1A 

1  0  AC 
1  Z.Oo 

1  O 

i.y 

2  10 
0. 1Z 

Q 
O 

n  qo 

^  1 

O.O 

1  70 

Kay 

179.9 

28  Vi-  4% 

13 

7.50 

1.7 

-1.01 

def 

none 

0.0 

H  439 

Dayton-Hudson 

178.4 

63  Vi-  16% 

57V4 

24.81 

2.3 

3.82 

15 

1.20 

2.1 

A  101 

Meredith 

177.7 

80%-  24% 

79Vi 

54.10 

1.5 

8.68 

9 

1.80 

2.3 

1  443 

Grumman 

177.4 

50  Vi-  14% 

46% 

26.15 

1.8 

2.43 

19 

1.60 

3.5 

1  Joy 

irOiaen  west  rini 

1  77  0 

1  /  /  .  Z 

17              A 1A 

1  A3A 
10v4 

ft  A1; 

1  Q 

i.y 

1  Z.A 

del 

none 

n  n 
u.u 

197 

Northrop 

176.6 

77%-  20  Vi 

63% 

33.97 

1.9 

0.68 

NM 

1.80 

2.8 

112 

Penn  Central 

176.0* 

32%-  9% 

27% 

33.67 

0.8 

3.56 

8 

none 

0.0 

40 

Handy  &  Harman 

175.9 

34  Vi-  5% 

16% 

9.15 

1.8 

0.83 

19 

0.60 

3.7 

351 

Western  Union 

175.2 

54V4-  14% 

47% 

38.24 

1.2 

3.78 

12 

1.40 

3.0 

Cities  Service 

1 1  a  n 

AQl/o         1  C 

oy/8—  io 

Z  !  .  lo 

1  & 
1.0 

1    1  ft 
Z.  1  0 

ZZ 

1  -OU 

0.0 

118 

Control  Data 

173.9 

42%-  11 1/2 

39% 

42.20 

0.9 

3.98 

10 

0.55 

1.4 

227 

A  C  Nielsen 

173.5 

64%-  205/s 

6OV2 

17.32 

3.5 

3.94 

15 

1.24 

2.0 

41 

Kelly  Services 

173.2 

33    -    8 '/8 

29Vi 

11.84 

2.5 

2.00 

15 

0.90 

3.1 

265 

Springs  Industries 

172.4 

40   -  12% 

35% 

41.52 

0.9 

5.06 

7 

1.52 

4.3 

JO 

Thrift  inu  rt 

1 70  n 

i  /  z.u 

A^              1  1 

'fo     —  1Z 

1A3A 
0D/8 

An  ac\ 

n  a 
u.o 

A  ft  1 

g 
0 

1  AH 
1  .OU 

A  A 

428 

Trans  World 

169.9 

30%-  9% 

28 

30.08 

0.9 

-2.52 

def 

none 

0.0 

68 

Frontier  Holdings 

169.6 

27%-  7% 

231/4 

17.45 

1.3 

3.21 

7 

0.20 

0.9 

940 

Borman's 

169.2 

9%-  2 

8% 

11.31 

0.8 

1.28 

7 

none 

0.0 

360 

Knudsen 

168.9 

20%-  7% 

20% 

17.73 

1.1 

1.93 

11 

0.80 

3.9 

225 

M  Lowenstein 

167.0 

401/2-  71/2 

32% 

47.82 

0.7 

4.77 

7 

1.20 

3.7 

141 

Arden  Group 

166.7 

51/2-  2 

5 

8.76 

0.6 

0.88 

6 

none 

0.0 

162 

Deluxe  Check  Printers 

166.7 

38%-  11% 

35 

9.52 

3.7 

2.61 

13 

1.12 

3.2 

169 

Abbott  Laboratories 

166.4 

41    -  12Vi 

37% 

9.40 

4.0 

2.26 

17 

0.84 

2.2 

85 

SmithKline  Beckman 

166.3 

88%-  23  Vi 

66% 

18.87 

3.5 

5.38 

12 

2.60 

3.9 

353 

Figgie  International 

165.3 

25%-    8 1/8 

23% 

24.92 

1.0 

4.13 

6 

0.68 

2.8 

186 

Alco  Standard 

165.2 

32 1/8-  10% 

30% 

17.08 

1.8 

2.95 

10 

1.12 

3.7 

99 

Pacific  Resources 

165.1 

I6V2-  3% 

10% 

7.27 

1.4 

0.48 

21 

0.56 

5.5 

903 

Fleetwood  Enterprises 

163.3 

34%-    5 '/a 

32% 

9.74 

3.3 

1.42 

23 

0.52 

1.6 

60 

Sigmor 

162.1 

23    -  5% 

16% 

10.72 

1.6 

-1.52 

def 

none 

0.0 

226 

Levi  Strauss 

160.0 

50%-  13% 

39 

23.00 

1.7 

3.03 

13 

1.65 

4.2 

105 

Dover 

159.3 

33    -  91/2 

27% 

10.93 

2.6 

2.63 

11 

0.70 

2.5 

366 

Fleming  Cos 

158.1 

451/4-  15% 

43% 

20.89 

2.1 

3.82 

11 

1.32 

3.0 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  30,  1977  to  Nov  17,  1982.  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  58%. 

"Not  ranked  last  year    tFour-year  price  change    NM:  not  meaningful,    def:  deficit. 
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Who's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1978-82 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Currt 

82 

81 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

lr>/ 

2  AO 

Seaway  Food  Town 

157.9% 

12V4-  4% 

12i/4 

$15.20 

0.8 

$1.85 

7 

SO  6  4 

5.2°/ 

188 

201 

:ovannah  Foods 

157.3 

25    -  6% 

21% 

1671 

1.3 

5.89 

4 

1.40 

6.4 

189 

308 

Newmont  Mining 

156.1 

791/4-  15'/2 

44  '/2 

47.24 

0.9 

1.48 

30 

1.00 

2.2 

190 

104 

Idle  Wild  Foods 

156.0 

29 1/2-  10 

24% 

28.17 

0.9 

4.92 

5 

0.80 

3.2 

191 

231 

Martin  Marietta 

155." 

51 'A-  15'/8 

41  Vs 

33. 10 

1.2 

3.79 

1 1 

1 .92 

4.7 

1  oo 
1  vz 

Bankers  Trust  NY 

154.0 

45'/2-  16'/2 

44  Vi 

45.09 

1.0 

8.12 

5 

2.05 

4.6 

193 

337 

Pfizer 

153.9 

80%  -  25  Vi 

69'/2 

22.65 

3.1 

4.09 

17 

1.84 

2.6 

194 

Tyco  Laboratories 

152.7 

25%-  6% 

17% 

15.62 

1.1 

2.82 

6 

0.70 

4.0 

195 

191 

Curtice-Burns 

152.1 

25 'A-  8% 

22% 

17.53 

1.3 

3.13 

7 

0.93 

4.1 

196 

77 

Fairchild  Industries 

151.9 

33%-  5% 

16% 

21.07 

0.8 

1.68 

10 

0.80 

4.8 

17/ 

575 

Citizens  &  Sthrn  Ga 

151.4 

12%-  4 

11% 

9.67 

1.2 

1.52 

8 

0.56 

4.8 

198 

327 

Baxter  Travenol  Labs 

151.3 

51    -  16% 

47% 

13.85 

3.4 

2.50 

19 

0.46 

1.0 

199 

211 

Times  Mirror 

150.0 

67    -  22'/s 

63% 

26.81 

2.4 

3.98 

16 

2.00 

3.1 

200 

28 

Farm  House  Foods 

149.0 

7%-  1% 

4% 

3.18 

1.4 

0.51 

9 

none 

0.0 

201 

333 

Federal-Mogul 

148.0 

27  Vs-  10% 

271/8 

18.38 

1.5 

2.41 

1 1 

1.32 

4.9 

196 

American  General 

147.8 

57'/4-  2P/2 

57 

47.95 

1.2 

7.27 

8 

2.20 

3.9 

203 

318 

Hershey  Foods 

147.8 

50'/4-  17% 

49% 

29.97 

1.6 

5.92 

8 

2.10 

4.3 

204 

247 

Manhattan  Industries 

147.2 

17'/4-  4'/2 

16 

14.82 

1.1 

2.91 

5 

0.30 

1.9 

205 

323 

R  R  Donnelley  &  Sons 

145.7 

57%-  21 

57% 

29.66 

1.9 

4.56 

13 

1.42 

2.5 

206 

164 

Foremost-McKesson 

144.4 

45  %-  16% 

44 

28.66 

1.5 

3.81 

12 

2.40 

5.5 

207 

274 

Ball  Corp 

143.7 

25%-  91/4 

23 

18.34 

1.3 

3.14 

7 

1.04 

4.5 

208 

530 

Mercantile  Stores 

143.6 

971/4-  29% 

95% 

67.34 

1.4 

10.96 

9 

2.00 

2.1 

209 

133 

Raytheon 

143.4 

55%-  14'/2 

41% 

18.25 

2.3 

3.88 

11 

1.40 

3.4 

210 

120 

Trinity  Industries 

142.6 

30V4-  4 

14 'A 

11.20 

1.3 

1.45 

10 

0.50 

3.5 

211 

418 

Masco 

141.7 

53    -  15% 

49'/4 

18.16 

2.7 

3.61 

14 

0.84 

1.7 

212 

129 

Raychem 

140.7 

88    -  22 '/4 

65 

28.21 

2.3 

3.14 

21 

0.44 

0.7 

213 

423 

Melville 

140.4 

70 1/4-  23Vi 

67 

23.46 

2.9 

5.07 

13 

2.04 

3.0 

214 

7 

Western  Co  No  Amer 

139.6 

32'/s-  2% 

8% 

7.82 

1.1 

1.87 

5 

0.24 

2.8 

215 

552 

American  Stores 

138.6 

67'/8-  201/4 

60 'A 

29.41 

2.0 

6.80 

9 

1.00 

1.7 

216 

241 

Vulcan  Materials 

138.5 

56    -  21% 

54% 

35.28 

1.5 

5.57 

10 

2.44 

4.5 

217 

22 

Zapata 

138.1 

39%-  4% 

15% 

18.26 

0.9 

473 

3 

0.72 

4.5 

218 

277 

AMP 

136.9 

701/2-  24 

64% 

18.38 

3.5 

3.50 

18 

1.40 

2.2 

219 

189 

Sonoco  Products 

136.3 

321/2-  10% 

29 

19.19 

1.5 

2.77 

10 

1.00 

3.4 

220 

80 

Morrison-Knudsen 

135.1 

46  Vi-  9% 

26% 

27.33 

1.0 

3.79 

7 

1.32 

5.0 

221 

172 

Boeing 

135.0 

45%-  11  V% 

29% 

27.52 

1.1 

3.07 

10 

1.40 

4.8 

222 

50 

Tosco 

134.9 

451/8-  3% 

12% 

11.43 

1.1 

5.58 

2 

none 

0.0 

223 

311 

Knight-Ridder  News 

134.4 

46   -  16'/2 

45  Vs 

21.09 

2.1 

2.95 

15 

0.92 

2.0 

224 

531 

Amer  Hospital  Supply 

133.8 

45    -  15V8 

41 1/2 

14.46 

2.9 

2.80 

15 

0.84 

2.0 

225 

• 

Bank  of  New  England 

133.6 

48%-  17 1/2 

44% 

44.64 

1.0 

7,36 

6 

2.60 

5.9 

226 

144 

Turner  Construction 

133.0 

335/s-  11% 

31% 

19.87 

1.6 

5.25 

6 

1.80 

5.7 

227 

281 

National  Svc  Inds 

132.5 

35    -  12'/2 

33  Vi 

2173 

1.5 

4.08 

8 

1.48 

4.5 

228 

574 

Motorola 

131.7 

92    -  35 

84% 

40.80 

2.1 

4.49 

19 

1.60 

1.9 

229 

221 

Time  Inc 

131.7 

49%-  16% 

45% 

22.42 

2.0 

2.59 

18 

1.00 

2.2 

230 

244 

Auto  Data  Processing 

131.2 

34   -  ll'/t 

33% 

10.65 

3.1 

1.73 

19 

0.50 

1.5 

231 

485 

Rohm  &  Haas 

131.0 

771/2-  28% 

741/2 

58.89 

1.3 

6.23 

12 

2.80 

3.8 

232 

211 

PennCorp  Financial 

131.0 

13%-  41/4 

12  '/a 

12.63 

1.0 

1.62 

7 

0.16 

1.3 

233 

561 

Avery  International 

130.7 

40    -  12'/4 

36% 

20.02 

1.8 

3.01 

12 

0.90 

2.5 

234 

392 

First  Natl  Boston 

130.6 

38%-  15% 

38% 

43.02 

0.9 

6.28 

6 

2.12 

5.5 

235 

481 

George  A  Hormel 

130.0 

29%-  10% 

28% 

23.60 

1.2 

2.74 

10 

1.00 

3.5 

236 

529 

Kane-Miller 

128.6 

171/2-  61/2 

16 

31.08 

0.5 

1.64 

10 

0.28 

1.8 

237 

239 

Ametek 

128.1 

37%-  13% 

36>/2 

13.18 

2.8 

2.47 

15 

1.20 

3.3 

238 

295 

Amerada  Hess 

127.2 

54%-  10% 

30 

29.66 

1.0 

2.06 

15 

1.10 

3.7 

239 

185 

Holiday  Inns 

127.0 

38%-  13% 

35% 

24.74 

1.4 

2.04 

18 

0.80 

2.2 

240 

First  Union 

126.9 

29%-  9% 

28% 

24.56 

1.2 

3.75 

8 

1.24 

4.3 

241 

204 

Kemper 

126.7 

44    -  15% 

41% 

45.07 

0.9 

5.26 

8 

1.80 

4.4 

242 

499 

United  States  Gypsum 

126.7 

51    -  21 

49% 

42.01 

1.2 

2.98 

17 

2.40 

4.8 

243 

507 

MC* 

126.7 

78    -  25% 

70 1/2 

39.03 

1.8 

6.33 

11 

1.50 

2.1 

244 

82 

Perini 

126.3 

37   -  8'/2 

22% 

27.37 

0.8 

.  4.07 

6 

0.80 

3.5 

245 

432 

Jewel  Cos 

126.0 

48%-  I71/2 

44% 

38.53 

1.2 

7.00 

6 

2.48 

5.6 

246 

Oak  Industries 

125.9 

38'/2-  5% 

14% 

15.81 

0.9 

1.75 

9 

0.24 

1.6 

247 

* 

United  Virginia  Bshs 

125.8 

47   -  19'/2 

46 

42.81 

1.1 

6.84 

7 

2.24 

4.9 

248 

300 

City  Investing 

125.2 

30%-  11% 

29 

28.75 

1.0 

2.55 

11 

1.70 

5.9 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  30,  1977  to  Nov.  17, 1982  For  comparison,  the  five-year  change  in  the  Consumer  Price  Ind 

was  58%. 

'Not  ranked  last  year. 
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o's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1978-82 

price/ 

12-month 

Price/ 

Indicated 

ank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

81 

Company 

change 

price 

Inpr  charpl 

\  111  1  .5lll3IC| 

value 

Ul  V1UCE1U 

yield 

1  597 

Louisiana-Pacific 

125.2% 

30%-  97s 

251/2 

$23.49 

1.1 

$-0.31 

def 

$0.80 

3.1% 

1'  576 

Kaufman  &  Broad 

124.5 

16%-  5% 

13% 

13.45 

1.0 

-0.16 

def 

0.24 

1.7 

1  440 

Rose's  Stores 

124.5 

27>/i-  9'/2 

271/2 

37.86 

0.7 

3.88 

7 

0.80 

2.9 

1  378 

Crown  Central  Petroleum 

124.3 

43%-  6% 

171/2 

30.26 

0.6 

2.58 

7 

0.80 

4.6  • 

102 

Seaboard 

123.9 

34    -  1 1 

245/8 

51.49 

0.5 

1 1.87 

2 

0.50 

9  n 

1  386 

Pitney  Bowes 

123.6 

45%-  18% 

45 

26.46 

1.7 

4.10 

11 

1.60 

3.6 

i:  321 

Digital  Equipment 

123.2 

113%-  38'/i 

103% 

57.30 

1.8 

6.95 

15 

none 

0.0 

Ij  358 

Honeywell 

122.3 

1151/4-  43 

102 

90.53 

1.1 

12.66 

8 

3.60 

3.5 

i  304 

Harvey  Hubbell 

121.4 

28%-  IIV2 

28i/2 

16.24 

1.8 

2.84 

10 

1.16 

4.1 

:  86 

SEDCO 

121.2 

49  -  8'/8 

28% 

15.1 1 

1.9 

8.85 

3 

0.52 

1  8 

1 .0 

400 

Gannett 

121.0 

59>/8-  22% 

58 

15.77 

3.7 

3.35 

17 

1.80 

3.1 

i  167 

Sundstrand 

120.8 

59'/2-  15% 

39% 

25.17 

1.6 

4.30 

9 

1.80 

4.5 

i  349 

Stokely-Van  Camp 

120.5 

43  -  17% 

43 

46.11 

0.9 

5.00 

9 

1.68 

3.9 

306 

American  Brands 

120.4 

51   -  19% 

47% 

33.17 

1.4 

6.53 

7 

3.50 

7.4 

1  322 

Fleet  Financial 

120.0 

381/s-  15 

371/8 

33.07 

1.1 

5.96 

5 

2.20 

5.9 

506 

Bendix 

119.1 

82V4-  32% 

80% 

64.28 

1.2 

5.80 

14 

3.32 

4.1 

!  354 

Nalco  Chemical 

118.9 

30%-  12% 

29 

8.50 

3.4 

1.77 

16 

1.12 

3.9 

I  381 

Service  Merchandise 

118.8 

27%-  7'/2 

24% 

11.23 

2.2 

1.93 

13 

0.14 

0.6 

:  235 

Maryland  Cup 

118.6 

46%-  17% 

45 

32.92 

1.4 

4.66 

10 

0.88 

2.0 

292 

Armstrong  Rubber 

118.2 

253/4-  71/4 

251/2 

31.88 

0.8 

3.93 

0.80 

3.1 

455 

Thrifty  Corp 

117.9 

207/s-  7% 

18% 

11.92 

1.5 

1.84 

10 

0.80 

4.4 

519 

Frederick  &  Herrud 

117.7 

9%-  2% 

6% 

7.88 

0.9 

0.07 

NM 

none 

0.0 

149 

Union  Oil  California 

116.5 

561/2-  11V4 

28% 

23.70 

1.2 

4.69 

6 

1.00 

3.5 

116 

Signal  Cos 

116.5 

36%-  9% 

23 

22.95 

1.0 

1.90 

12 

0.84 

3.7 

616 

116.1 

24%-  10% 

231/2 

36.87 

0.6 

3.39 

7 

1.00 

4.3 

127 

Ruddick 

115.9 

18%-  6% 

17 

16.02 

1.1 

2.27 

7 

0.69 

4.1 

473 

Wachovia 

115.2 

36%-  15% 

35'/2 

24.78 

1.4 

3.37 

11 

1.40 

3.9 

363 

Stanley  Works 

115.1 

24  -  9% 

23% 

14.49 

1.6 

1.44 

16 

0.76 

3.3 

174 

Texas  Commerce  Bshs 

115.0 

45  -  17'/s 

391/2 

23.11 

1.7 

5.08 

8 

1.28 

3.2 

271 

Rnhr  InHnctripc 

i\ Villi    IIIU  U  llllt3 

114.8 

20  -  6% 

I41/2 

15.12 

1.0 

2.85 

5 

0.0 

393 

TRW 

113.9 

711/2—  27'/2 

69 1/2 

1.8 

5.38 

13 

2.60 

3.7 

609 

NCR 

113.3 

90  -  36% 

86 1/8 

69.60 

1.2 

8.61 

10 

2.40 

2.8 

296 

CNA  Financial 

110.9 

195/s-  6% 

16% 

19.36 

0.9 

2.69 

6 

none 

0.0 

415 

Milton  Bradley 

110.5 

50'/2-  HVi 

27% 

25.68 

1.1 

2.62 

11 

1.20 

4.3 

462 

Pittsburgh  National 

109.9 

38  -  I6V2 

37 

31.39 

1.2 

4.92 

g 

1.92 

5.2 

75 

Worthington  Inds 

109.9 

24%-  10% 

24% 

9.12 

2.7 

1.41 

17 

0.60 

2.5 

595 

Tesoro  Petroleum 

109.5 

32%-  6% 

16 1/2 

21.67 

0.8 

2.90 

6 

0.40 

2.4 

518 

Safeco 

108.8 

53%-  21% 

53% 

45.28 

1.2 

5.81 

9 

2.40 

4.5 

119 

Univar 

108.8 

35  -  6% 

17% 

17.34 

1.0 

1.63 

11 

0.68 

3.8 

210 

Shpll  Dil 

.-MICH  UU 

107.5 

A<U/,_  141/0 

34% 

29.92 

1.2 

5.27 

7 

1.80 

5.2 

687 

Ryan  Homes 

106.8 

35%-  12 

34  % 

16.79 

2.0 

0.19 

NM 

1.00 

2.9 

387 

Insilco 

106.4 

22 '/j-  8% 

21% 

15.30 

1.4 

1.14 

19 

1.00 

4.6 

228 

Lear  Siegler 

106.4 

42%-  13 

321/2 

25.32 

1.3 

4.15 

8 

1.50 

4.6 

Datapoint 

106.2 

67'/2-  8% 

20% 

16.31 

1.3 

0.12 

NM 

none 

0.0 

446 

FpHpral  Panpr  RnarH 

l  CUCIAI  K  a  ll'_  '  XJvldlU 

105.3 

39%-  12'/> 

291/4 

24.53 

1.2 

3.98 

7 

1.20 

4.1 

643 

Squibb 

105.2 

50  Vi-  21% 

49 

20.54 

2.4 

2.75 

18 

1.34 

2.7 

316 

Morton  Thiokol 

104.7 

56  -  21 % 

54 

34.70 

1.6 

10.20 

5 

1.60 

3.0 

115 

Foster  Wheeler 

103.5 

301/2-  6'/s 

14% 

9.64 

1.5 

1.85 

8 

0.44 

3.1 

• 

Texas  American  Bshs 

103.5 

35%-  155/8 

33  Vs 

28.63 

1.2 

4.76 

7 

1.44 

4.3 

67 

NL  Industries 

102.9 

48%-  7% 

175/« 

17.51 

1.0 

4.28 

4 

1.00 

5.7 

458 

Westinghouse  Electric 

102.1 

40  -  16 

36% 

33.07 

1.1 

5.23 

7 

1.80 

4.9 

390 

Consol  Freightways 

102.0 

55%-  18 

51 

34.79 

1.5 

4.34 

12 

1.60 

3.1 

139 

Mercantile  Texas 

101.8 

36%-  12% 

27% 

20.23 

1.3 

3.97 

7 

1.12 

4.1 

147 

Circle  K 

101.7 

171/2-  6 

14% 

5.53 

2.7 

-1.89 

def 

0.74 

5.0 

356 

Bristol-Myers 

101.5 

73%-  28 

67% 

23.18 

2.9 

5.08 

13 

2.10 

3.1 

350 

H  J  Heinz 

101.4 

411/2-  16% 

36 

21.46 

1.7 

4.11 

9 

1.60 

4.4 

260 

Heck's 

101.3 

13%-  5% 

13% 

10.70 

1.2 

1.50 

9 

0.24 

1.8 

571 

Snap-On  Tools 

100.9 

30%-  13 

27% 

10.55 

2.6 

1.95 

14 

0.84 

3.1 

334 

Colt  Industries 

100.0 

44'/2-  14'/2 

32 

27.06 

1.2 

-6.10 

def 

1.80 

5.6 

1  654 

Malone  &  Hyde 

99.0 

25 '/2-  10% 

23% 

11.12 

2.1 

1.79 

13 

0.76 

3.2 

291 

Consolidated  Papers 

98.4 

39  -  14% 

31% 

29.40 

1.1 

3.69 

8 

2.00 

6.4 

1  695 

Bell  &  Howell 

98.4 

34%-  13% 

30'/2 

32.84 

0.9 

2.77 

11 

0.96 

3.1 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  30,  1977  to  Nov.  17, 1982.  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  58%. 

*Not  ranked  last  year    NM:  not  meaningful    def  deficit. 
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Who's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1978-82 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Curren 

82 

81 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

311 

379 

Dillon  Cos 

97.3% 

32%- 

lift 

32 

$10.74  - 

3.0 

$2.61 

12 

$1.32 

4.1% 

312 

666 

West  Point-Pepperell 

97.3 

38ft- 

13% 

36 

36.09 

1.0 

4.27 

8 

1.80 

5.0 

313 

633 

VlcCormick 

96.8 

32%- 

12% 

30ft 

14.02 

2.2 

2.35 

13 

0.88 

2.9 

314 

46! 

Giiaid 

96.5 

46  - 

18% 

42  ft 

49.20 

0.9 

6.23 

7 

2.44 

5.8 

315 

417 

Cluett,  Peabody 

96.5 

21%- 

7ft 

20% 

23.14 

0.9 

2.50 

8 

0.84 

4.0 

316 

95 

Baker  International 

96.4 

53  ft- 

10% 

23% 

13.92 

1.7 

3.60 

7 

0.92 

3.9 

317 

465 

Quaker  Oats 

96.2 

48%- 

20% 

45% 

31.93 

1.4 

4.06 

1 1 

2.00 

4.4 

318 

193 

Standard  Oil  Ohio 

96.1 

91'/2- 

14ft 

34% 

24.25 

1.4 

7.68 

5 

2.60 

7.5 

319 

370 

Archer  Daniels  Midland 

95.4 

26  ft  - 

6% 

18% 

15.77 

1.2 

1.81 

10 

0.14 

0.8 

320 

359 

Federal  Co 

94.8 

28  ft- 

13 

28  ft 

22.30 

1.3 

2.61 

1 1 

1.44 

5.1 

321 

304 

Philip  Morris 

94.3 

67%- 

27% 

60ft 

26.35 

2.3 

6.04 

10 

2.40 

4.0 

322 

180 

NVF 

94.1 

7  - 

1 

1% 

2.98 

0.6 

-0.63 

def 

none 

0.0 

323 

405 

St  Paul  Cos 

92.9 

65  ft- 

27ft 

60% 

52.12 

1.2 

8.44 

7 

2.60 

4.3 

324 

92 

Belco  Petroleum 

92.6 

36%- 

8% 

19% 

21.23 

0.9 

4.29 

5 

0.70 

3.5 

325 

108 

Natomas 

92.4 

45%- 

8ft 

19 

20.76 

0.9 

1.86 

10 

1.40 

7.4 

326 

131 

Central  Steel  &  Wire 

92.3 

300  -130 

250 

402.22 

0.6 

14.02 

18 

20.00 

8.0 

327 

268 

Computer  Sciences 

92.0 

29%- 

g 

18 

8.94 

2.0 

1.50 

12 

none 

0.0 

328 

168 

Arkla 

91.5 

21  Vs  — 

7ft 

16% 

8.60 

2.0 

1.86 

9 

0.92 

5.5 

329 

640 

Magic  Chef 

90.7 

20  ft  - 

6 

17% 

16.08 

1.1 

0.77 

23 

0.48 

2.7 

330 

236 

Republic  Bank 

90.2 

45 1/4- 

16  ft 

32% 

29.04 

1.1 

5.28 

6 

1.64 

5.0 

331 

307 

Southeast  Banking 

89.5 

23i/2_ 

9% 

20% 

22.68 

0.9 

2.90 

7 

1.00 

4.9 

332 

271 

Ohio  Casualty 

89.3 

47%  — 

20% 

46% 

38.98 

1.2 

5.32 

9 

2.36 

5.1 

333 

772 

Whirlpool 

88.8 

43%- 

14% 

42  ft 

21.83 

1.9 

3.26 

13 

1.80 

4.3 

334 

123 

Hanover  Insurance 

88.5 

36%- 

14ft 

35  ft 

51.10 

0.7 

6.61 

5 

0.88 

2.5 

335 

156 

H  H  Robertson 

88.1 

39  ft- 

lift 

27% 

27.45 

1.0 

5.27 

5 

1.60 

5.8 

336 

94 

Bausch  &  Lomb 

88.0 

70  — 

16  ft 

41ft 

20.04 

2.1 

3.25 

13 

1.56 

3.8 

337 

945 

Lowe's  Companies 

87.9 

32%— 

8% 

28  ft 

9.09 

3.1 

1.15 

25 

0.48 

1.7 

338 

234 

Union  Pacific 

87.7 

951/4— 

20  ft 

45% 

32.14 

1.4 

3.87 

12 

1.80 

3%9 

339 

736 

A  H  Robins 

87.7 

20  ft  — 

6% 

19 

12.52 

1.5 

1.86 

10 

0.56 

2.9 

340 

315 

Entex 

87.5 

20  ft- 

8% 

18% 

11.85 

1.6 

2.42 

8 

1.08 

5.9 

341 

581 

American  Express 

87.5 

oy  /8— 

Zj  /4 

67ft 

28.74 

2.3 

5.83 

12 

2.40 

3.6 

342 

87 

Dorchester  Gas 

87.4 

£*y  /»  — 

lift 

8.32 

1.3 

1.01 

11 

0.16 

1.4 

343 

550 

Consolidated  Foods 

86.8 

It  VI  — 

1774 

46 

30.68 

1.5 

5.44 

8 

2.32 

5.0 

344 

828 

Equifax 

86.7 

ZD  /»  — 

0/2 

24  ft 

9.94 

2.5 

1.90 

13 

1.32 

5.4 

345 

486 

Amer  Broadcasting 

86.6 

JJ/4- 

Z.O  /  8 

50% 

33.89 

1.5 

5.65 

9 

1.60 

3.2 

346 

491 

Delta  Air  Lines 

86.3 

A1  3/o 
4-1  /8 — 

1  ^Vo 

37ft 

25.75 

1.4 

-0.08 

def 

1.00 

2.7 

347 

» 

Valero  Energy 

86.2tt 

43%- 

6ft 

21% 

14.09 

1.6 

3.44 

6 

0.40 

1.8 

348 

586 

Gulf  &  Western  Inds 

86.1 

22  ft- 

8% 

17ft 

26.64 

0.6 

2.17 

8 

0.75 

4.4 

349 

846 

Roadway  Services 

85.7 

63  - 

21% 

58ft 

20.19 

2.9 

3.65 

16 

1.60 

2.7 

350 

851 

Associated  Dry  Goods 

85.5 

49  - 

15% 

46% 

39.74 

1.2 

3.83 

12 

2.00 

4.3 

351 

985 

United  Merch  &  Mfrs 

85.2 

ir/8- 

3ft 

6ft 

20.33 

0.3 

-6.45 

def 

none 

0.0 

352 

188 

Combustion  Eng 

84.5 

54%- 

15  ft 

34  ft 

22.19 

1.5 

4.82 

7 

1.84 

5.4 

353 

517 

Monfort  of  Colorado 

84.4 

12  - 

3% 

10% 

7.42 

1.4 

3.23 

3 

none 

0.0 

354 

124 

Schlumberger 

84.4 

87ft- 

19 

39% 

14.64 

2.7 

4.78 

8 

0.96 

2.4 

355 

388 

Chesebrough-Pond's 

84.3 

44  - 

19ft 

41 

17.54 

2.3 

3.55 

12 

1.72 

4.2 

PPG  Industries 

84.3 

58  ft- 

23  ft 

49% 

47.90 

1.0 

4.46 

11 

2.36 

4.7 

357 

556 

Gillette 

84.2 

49  - 

17% 

45  ft 

23.94 

1.9 

4.23 

11 

2.30 

5.1 

358 

364 

ASARCO 

84.2 

58ft- 

13ft 

27% 

39.94 

0.7 

-2.56 

def 

0.40 

1.4 

359 

848 

'  oodyear 

84.1 

33%- 

10% 

31% 

32.96 

1.0 

3.25 

10 

1.40 

4.4 

360 

339 

1  hillips-Van  Heusen 

83.8 

18ft- 

8% 

17 

34.36 

0.5 

2.67 

6 

0.60 

3.5 

■Jul 

1  T1 

1/1 

arine  Midland  Banks 

83.5 

25  ft- 

lift 

23% 

42.79 

0.6 

4.37 

5 

1.40 

5.9 

■JO. 

.  lean  Aluminium 

82.9 

40  - 

10% 

24 

31.83 

0.8 

1.35 

18 

0.90 

3.8 

363 

(  ?leron 

82.4t 

58  ft- 

9 

20% 

12.51 

1.7 

3.10 

7 

0.60 

2.9 

364 

153 

F.arle  M  Jorgensen 

82.4 

28  ft- 

lift 

23  ft 

24.41 

1.0 

2.89 

8 

1.00 

4.3 

365 

399 

Suburban  Propane  Gas 

81.9 

39%- 

15 

35% 

31.42 

1.1 

4.58 

8 

1.60 

4.5 

366 

303 

American  Petrofina 

81.4 

71%- 

22% 

54% 

50.29 

1.1 

5.24 

10 

3.20 

5.8 

367 

470 

Pueblo  International 

81.3 

8%- 

2ft 

7ft 

9.55 

0.8 

1.10 

7 

0.12 

1.7 

368 

261 

Old  Republic  Intl 

81.2 

24%- 

10% 

23  ft 

22.68 

1.0 

4.22 

6 

0.92 

3.9 

369 

454 

Johnson  &  Johnson 

80.8 

48  - 

21% 

46ft 

13.51 

3.4 

'  2.85 

16 

1.00 

2.2 

370 

612 

Natl  Semiconductor 

80.6 

51ft- 

10ft 

23% 

14.48 

1.6 

-0.52 

def 

none 

0.0 

371 

47 

Reading  &  Bates 

80.5 

39%- 

5ft 

13ft 

13.64 

1.0 

3.13 

4 

0.80 

5.9 

372 

58 

Cameron  Iron  Works 

80.2 

67  - 

10% 

20ft 

19.35 

1.0 

4.56 

4 

0.40 

2.0 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  30, 1977  to  Nov.  I"7, 1982  For  comparison,  the  five-year  change  in  the  Consumer  Price  Ind« 

was  58%. 

*Not  ranked  last  year.    fPrice  change  does  not  reflect  the  value  of  shares  received  in  spinoff.    ttThree-year  price  change  def:deficit. 
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o's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1978-82 

price/ 

12-month 

Price/ 

Indicated 

ink 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

!  81 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

3  319 

Macmillan 

80.0% 

20%-  7% 

19 1/2 

$14.50 

1.3 

$1.60 

12 

$0.70 

3.6% 

i  248 

Gifford-Hill 

80.0 

26%-  9% 

18 

24.34 

0.7 

-0.39 

def 

0.92 

5.1 

j  840 

Eastman  Kodak 

80.0 

98 '/8-  41  Vs 

92 

41.61 

2.2 

6.79 

14 

3.55 

3.9 

I  146 

Sun  Chemical 

79.3 

32   -  9% 

18% 

23.96 

0.8 

1.72 

11 

0.48 

2.6 

330 

Alexander  &  Baldwin 

79.3 

WVi  —  1  4  Vi 

30 '/4 

36.65 

0.8 

4.05 

7 

1.80 

6.0 

457 

Leaseway  Transportation 

79.0 

40    -  18% 

37 

21.96 

1.7 

2.74 

14 

1.50 

4.1 

636 

Illinois  Tool  Works 

78.8 

40%-  18'/2 

38 

23.38 

1.6 

3.35 

11 

1.16 

3.1 

299 

Security  Pacific 

78.7 

44    -  221/s 

43% 

47.47 

0.9 

7.35 

6 

2.40 

5.5 

726 

Philadelphia  Natl 

78.5 

51%-  23 Vi 

50% 

60.38 

0.8 

9.15 

6 

3.40 

6.7 

664 

General  Electric 

y4'/4-  43ys 

89 

40.08 

2.2 

7.69 

12 

3.40 

3.8 

521 

McDonald's 

78.4 

65%-  29 

6IV4 

22.71 

2.7 

4.87 

13 

0.88 

1.4 

711 

Winn-Dixie  Stores 

78.4 

50%-  25% 

47Vi 

21.98 

2.2 

4.25 

11 

2.40 

5.1 

243 

Gordon  Jewelry 

78.2 

21    -  10 

19% 

23.61 

0.8 

2.58 

8 

0.56 

2.8 

489 

Southland 

78.2 

47%-  16% 

41% 

25.97 

1.6 

4.40 

9 

1.16 

2.8 

256 

Aetna  Life  &  Casualty 

7(1  I 

/o.Z 

4o'/4—  Zlm 

43  Vi 

42.88 

1.0 

6.12 

7 

2.52 

5.8 

756 

Longs  Drug  Stores 

78.0 

47    -  21% 

44 '/2 

16.84 

2.6 

2.93 

15 

1.04 

2.3 

382 

PACCAR 

77.8 

82    -  37% 

78 

66.34 

1.2 

5.33 

15 

2.82 

3.6 

376 

Universal  Leaf 

77.8 

34%-  14  Vi 

30 

22.64 

1.3 

4.00 

8 

1.64 

5.5 

263 

Chase  Manhattan 

77.4 

60%-  27% 

53 

78.36 

0.7 

8.85 

6 

3.40 

6.4 

175 

Fluor 

77.2 

71    -  9% 

22 

21.36 

1.0 

2.45 

9 

0.80 

3.6 

290 

Valley  National 

76.9 

30%-  12% 

23 

22.53 

1.0 

2.80 

8 

1.16 

5.0 

596 

Brunswick 

75.7 

28    -  10% 

25% 

22.57 

1.1 

16.33 

2 

1.00 

4.0 

865 

Texas  Instruments 

75.3 

150%-  61% 

128% 

53.44 

2.4 

5.86 

22 

2.00 

1.6 

562 

National  Gypsum 

75.0 

31%-  13% 

28 

30.55 

0.9 

0.96 

29 

0.48 

1.7 

224 

SOINA 1 

75.0 

6/Vi—  iS'/t. 

29% 

24.21 

1.2 

5.05 

6 

1 .30 

4.4 

480 

Emerson  Electric 

74.4 

63%-  29% 

58% 

21.68 

2.7 

4.37 

13 

2.10 

3.6 

466 

Genuine  Parts 

73.7 

44%-  18% 

41V4 

14.79 

2.8 

2.75 

15 

1.30 

3.2 

114 

United  Energy  Resources 

73.0 

56    -  14Vi 

28 

31.82 

0.9 

7.76 

4 

2.32 

8.3 

344 

Kidde 

72.9 

28    -  13Vi 

24% 

31.88 

0.8 

4.48 

6 

1.10 

4.4 

413 

Dorsey 

72.9 

31    —  1 1 

30'/) 

26.85 

1.1 

-1.05 

der 

1.10 

3.6 

293 

Gulf  United 

72.8 

28V4-  12 '/a 

245/s 

20.95 

1.2 

2.84 

9 

1.32 

5.4 

882 

American  Motors 

72.4 

9Vi-  2% 

6V4 

4.90 

1.3 

-3.60 

def 

none 

0.0 

288 

Interpublic  Group 

72.2 

41%-  21% 

41% 

26.42 

1.6 

4.12 

10 

1.80 

4.3 

751 

Super  Food  Services 

71.6 

19%-  9% 

18% 

14.79 

1.2 

1.69 

11 

0.48 

2.6 

717 

Clorox 

71.4 

25  Vi—  7% 

24 

1 1.75 

2.0 

2.05 

12 

0.92 

3.8 

498 

W  W  Grainger 

71.4 

56    -  25 

54 

23.61 

2.3 

3.74 

14 

1.16 

2.1 

409 

R  I  Reynolds  Inds 

71.3 

571/.-  26% 

50% 

37.40 

1.4 

8.06 

6 

3.00 

5.9 

642 

General  Mills 

71.2 

54%-  19 

52 

24.50 

2.1 

4.32 

12 

1.84 

3.5 

601 

Denny's 

70.9 

35Vi-  7% 

32% 

15.02 

2.2 

2.56 

13 

0.64 

2.0 

853 

Hercules 

70.6 

ZOJ/4-  12V4 

26% 

24.73 

1.1 

1.86 

14 

1.32 

4.9 

279 

Dennison  Mfg 

69.8 

25    -  HVi 

2  2  "2 

19.38 

1.2 

2.14 

11 

1.44 

6.4 

616 

Hammermill  Paper 

69.5 

35%-  16!/4 

29% 

43.60 

0.7 

4.14 

7 

1.84 

6.2 

475 

Travelers 

69.4 

28'/8-  13!/4 

26% 

33.03 

0.8 

3.67 

7 

1.64 

6.2 

435 

Kimberly-Clark 

69.1 

80%-  37% 

72  Vi 

60.13 

1.2 

9.46 

8 

4.00 

5.5 

592 

All*  I   f?  .  

Allied  Stores 

69.0 

38    -  18% 

36% 

39.45 

0.9 

3.88 

9 

1 .80 

4.9 

53 

Murphy  Oil 

68.9 

64   -  10% 

2P» 

21.51 

1.0 

4.26 

5 

1.00 

4.6 

355 

Wheeling-Pitts  Steel 

68.9 

40%-  8 

15% 

103.67 

0.2 

-14.20 

def 

none 

0.0 

• 

Wendy's  International 

68.3 

17%-  3% 

14% 

5.27 

2.8 

1.09 

13 

0.24 

1.6 

534 

Bank  of  New  York 

68.2 

55%-  29% 

51Vi 

63.31 

0.8 

10.26 

5 

3.40 

6.6 

515 

Munford 

68.1 

16%-  5% 

15% 

14.68 

1.0 

2.92 

5 

0.50 

3.3 

422 

Farmers  Group 

68.0 

40%-  201/2 

38 

21.22 

1.8 

3.60 

11 

1.24 

3.3 

216 

Gelco 

67.8 

37    -  12% 

25% 

18.55 

1.4 

2.51 

10 

1.12 

4.3 

157 

Carpenter  Technology 

67.6 

53    -  20Vi 

38% 

33.48 

1.2 

3.00 

13 

2.10 

5.4 

656 

North  Amer  Philips 

67.6 

59%-  23V2 

46 '/2 

53.52 

0.9 

5.12 

9 

1.70 

3.7 

807 

Collins  &  Aikman 

67.4 

19%-    6 'A 

19V4 

17.43 

1.1 

1.89 

10 

0.72 

3.7 

132 

Petrolane 

67.1 

26%-  6% 

13 

8.38 

1.6 

2.00 

7 

0.50 

3.8 

477 

NCNB 

67.0 

20%-  10 

19 

19.79 

1.0 

2.96 

6 

1.00 

5.3 

822 

Citicorp 

66.7 

40    -  17 

38% 

34.17 

1.1 

5.72 

7 

1.72 

4.5 

LTV 

66.7t 

26'/s-  5% 

10% 

25.66 

0.4 

1.13 

9 

0.50 

4.7 

600 

SCM 

66.7 

32%-  151/8 

30 

52.72 

0.6 

3.49 

9 

2.00 

6.7 

195 

Pennzoil 

66.6 

62 1/2-  17Vi 

32% 

21.55 

1.5 

3.69 

9 

2.20 

6.7 

337 

Combined  Internatl 

66.4 

30    -  14% 

27% 

19.39 

1.4 

3.32 

8 

2.00 

7.2 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  30, 1977  to  Nov.  17,  1982  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  58%. 

*Not  ranked  last  year.    tPrice  change  does  not  reflect  the  value  of  shares  received  in  spinoff    def  deficit 


FORBES,  (ANUARY  3,  1983 


251 


Who's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1978-82 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Curre 

82 

81 

Company 

change 

range 

price 

{per  share) 

value 

per  share 

ratio 

dividend 

yield 

431 

Levitz  Furniture 

66.3% 

445/8 _  ijyB 

425/a 

$31.41  ■ 

1.4 

$1.33 

32 

$1  00 

2.3% 

436 

549 

Trane 

66.3 

35    -  15% 

29 

26.70 

1.1 

2.94 

10 

1.36 

4.7 

437 

249 

Zurn  Industries 

66.2 

35%-  12'/2 

27 

21.87 

1.2 

3.79 

7 

1.32 

4.9 

438 

402 

Dexter 

65.9 

35    -  15 

28% 

17.30 

1.7 

2.59 

11 

1.10 

3.8 

439 

424 

CPC  International 

65.2 

4UV4-    2  1  '/8 

38 

25.86 

1.5 

4.78 

8 

2.10 

5.5 

439 

563 

Maryland  National 

65.2 

28  %-  12% 

28% 

35.61 

0.8 

4.83 

6 

1.28 

4.5 

441 

679 

AMR 

64.7 

21%-  6% 

17% 

24.88 

0.7 

-2.14 

def 

none 

0.0 

442 

» 

Kansas-Neb  Nat  Gas 

64.7 

36%-  14% 

29 

16.77 

1.7 

2.67 

11 

1.48 

5.1 

443 

655 

Northwest  Airlines 

64.6 

40%-  20% 

38% 

38.43 

1.0 

0.20 

NM 

0.80 

2.1 

444 

849 

Sheller-Globe 

64.3 

21 78—  4T4 

ZU'/8 

16.98 

1.2 

2. 16 

9 

0.50 

2.5 

445 

214 

Norton 

64.2 

62    -  17% 

33% 

32.95 

1.0 

1.83 

18 

2.00 

6.0 

446 

564 

Fischbach 

64.0 

50'/2-  19% 

46% 

39.58 

1.2 

7.47 

6 

2.40 

5.1 

447 

340 

Santa  Fe  Industries 

63.6 

36%-  9% 

21% 

27.73 

0.8 

2.38 

9 

1.00 

4.6 

448 

956 

Fedl  Natl  Mortgage 

63.0 

27'/4-  6% 

24% 

20.40 

1.2 

-3.36 

def 

0.16 

0.7 

449 

266 

Business  Men's  Assur 

62.8 

36  Vtt-  17% 

29% 

37.96 

0.8 

3.50 

8 

1.70 

5.8 

450 

587 

Best  Products 

62.6 

34'/4-  13% 

29% 

19.34 

1.5 

1.69 

17 

0.32 

1.1 

451 

665 

Bemis 

62.5 

35%-  18% 

34% 

46.53 

0.7 

3.36 

10 

1.60 

4.7 

452 

858 

Jonathan  Logan 

62.4 

22%-  6'/2 

20% 

25.38 

0.8 

2.50 

8 

0.60 

2.9 

452 

282 

Ogden 

62.4 

39%-  15% 

27% 

32.15 

0.9 

3.68 

8 

1.80 

6.5 

454 

111 

Hughes  Tool 

62.3 

4ey8—  9% 

19 

20.75 

0.9 

3.73 

5 

0.84 

4.4 

455 

677 

Gt  Western  Financial 

62.1 

29%-  9'/2 

25% 

27.61 

0.9 

-3.56 

def 

0.40 

1.6 

456 

843 

May  Dept  Stores 

61.9 

43'/2-  18 

43% 

32.92 

1.3 

4.45 

10 

1.82 

4.2 

456 

847 

Skyline 

61.9 

24%-  8% 

23% 

10.19 

2.3 

0.56 

43 

0.48 

2.0 

458 

317 

King  Kullen  Grocery 

61.7 

19    -  11 

19 

37.10 

0.5 

3.49 

5 

0.50 

2.6 

459 

568 

Walt  Disney 

60.9 

71%—  3 1  Vi 

64% 

35.99 

1.8 

3.01 

21 

1.20 

1.9 

460 

742 

[  P  Stevens 

60.4 

22%-  11 

20% 

33.59 

0.6 

1.51 

13 

1.20 

5.9 

461 

760 

Culbro 

59.9 

34%-  6 

33% 

42.18 

0.8 

3.34 

10 

1.00 

3.0 

462 

508 

Chemical  New  York 

59.7 

47%-  22% 

45% 

56.72 

0.8 

8.54 

5 

2.88 

6.4 

463 

469 

Mellon  National 

59.2 

44%-  22 

40 

49.69 

0.8 

7.09 

6 

2.24 

5.6 

464 

450 

Cessna  Aircraft 

59.1 

36%-  1 1% 

24% 

18.03 

1.3 

0.94 

26 

0.40 

1.6 

465 

310 

Standard  Oil  Indiana 

59.1 

99'/:-  21% 

39% 

36.12 

1.1 

6.12 

6 

2.80 

7.1 

466 

219 

Missouri  Pacific 

58.9 

115    -  40'/2 

73% 

67.29 

1.1 

11.10 

7 

3.80 

5.2 

467 

447 

Alexander's 

58.8 

18%-  5% 

10% 

13.11 

0.8 

0.71 

14 

none 

0.0 

468 

478 

Sterling  Drug 

58.6 

29%-  12% 

23 

13.63 

1.7 

2.11 

11 

1.08 

4.7 

469 

383 

CBI  Industries 

58.5 

70%-  21 

37% 

22.41 

1.7 

5.05 

7 

1.40 

3.8 

470 

233 

First  Interstate  Bancp 

58.5 

44%-  19% 

35 

41.24 

0.8 

5.59 

6 

2.14 

6.1 

471 

604 

Eli  Lilly 

58.4 

68%-  36% 

60 

24.85 

2.4 

5.25 

11 

2.60 

4.3 

472 

298 

InterFirst 

57.7 

32%-  14% 

26% 

18.59 

1.4 

3.40 

8 

1.20 

4.5 

473 

627 

United  Technologies 

57.5 

65%-  31'/4 

56% 

48.70 

1.2 

6.46 

9 

2.40 

4.2 

474 

309 

Tyler 

57.2 

29%-  10% 

19% 

15.59 

1.3 

1.53 

13 

0.60 

3.0 

475 

362 

Mobil 

57.2 

44%-  14% 

25 

34.45 

0.7 

3.67 

7 

2.00 

8.0 

476 

255 

Irving  Bank 

57.1 

58    -  27 

44 

72.62 

0.6 

9.36 

5 

3.36 

7.6 

477 

* 

Southwest  Bancshares 

57.1 

33%-  13% 

27% 

24.66 

1.1 

4.36 

6 

1.46 

5.3 

478 

599 

American  Home  Products 

56.8 

48    -  21% 

43% 

10.62 

4.1 

3.49 

12 

2.20 

5.1 

479 

222 

Standard  Oil  Cant 

56.3 

58%-  17l/8 

30% 

37.15 

0.8 

4.45 

7 

2.40 

7.9 

480 

615 

Ethyl 

56.2 

36'/2-  18% 

33 

36.72 

0.9 

4.58 

7 

1.50 

4.5 

481 

328 

Transamerica 

55.7 

26 1/4-  12% 

23% 

24.93 

1.0 

2.83 

.  8 

1.50 

6.3 

482 

125 

Harris  Corp 

55.5 

60%-  19% 

36% 

19.05 

1.9 

2.12 

17 

0.88 

2.4 

483 

635 

I  P  Morgan 

55.2 

71%-  39% 

66% 

62.08 

1.1 

9.65 

7 

3.40 

5.1 

484 

511 

Ex-Cell-O 

55.2 

36'/4-  14 

26% 

27.30 

1.0 

3.61 

7 

1.60 

6.1 

485 

406 

Godfrey 

55.0 

17    -  7"/4 

13% 

16.21 

0.9 

1.60 

9 

0.72 

5.2 

486 

377 

Atlantic  Richfield 

54.7 

74%-  21% 

39% 

34.37 

1.2 

6.77 

6 

2.40 

6.0 

487 

Texas  Air 

54.7 

16%-  4 

12% 

6.16 

2.0 

-12.45 

def 

0.16 

1.3 

488 

270 

ENSERCH 

54.5 

40    -  11% 

20% 

16.93 

1.2 

3.04 

7 

1.60 

7.9 

489 

658 

White  Consolidated 

54.4 

38    -  16% 

33 

35.80 

0.9 

1.86 

18 

1.50 

4.5 

490 

284 

Copperweld 

54.1 

31%-  10'/2 

18% 

22.24 

0.8 

1.16 

16 

1.16 

6.2 

491 

808 

Stauffer  Chemical 

54.0 

28  %-  14% 

28 

23.38 

1.2 

3.13 

9 

1.44 

5.1 

492 

Tidewater 

53.6 

54%-  12% 

21% 

17.94 

1.2 

3.87 

5 

0.90 

4.3 

493 

551 

Merck 

53.2 

103    -  47% 

85 

27.04 

3.1 

5.51 

15 

2.80 

3.3 

494 

870 

B  F  Goodrich 

52.4 

32%-  16% 

32 

55.12 

0.6 

-0.94 

def 

1.56 

4.9 

495 

342 

Foxboro 

52.1 

41%-  18% 

32% 

24.78 

1.3 

3.73 

9 

1.04 

3.2 

496 

698 

Capital  Holding 

52.1 

33%-  16 

32% 

27.46 

1.2 

3.90 

8 

1.32 

4.1 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  30, 1977  to  Nov.  17, 1982.  For  comparison,  the  five-vear  change  in  the  Consumer  Price  In 

was  58%. 

'Not  ranked  last  year.    NM:  not  meaningful    def  deficit. 
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f  o  s  where  in  the  stock  market 


Recent 

Latest 

5-year 

1978-82 

price/ 

12-month 

Price/ 

Indicated 

ank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

81 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

1  603 

Olin 

51.9% 

27   -  12Vi 

25% 

$33.57 

0.8 

$2.99 

9 

$1.20 

4.7% 

812 

Borden 

51.8 

47V4—  19s/a 

46  Vi 

44.95 

1.0 

5.75 

8 

2.22 

4.8 

744 

Minn  Mining  &  Mfg 

51.6 

79%  -  43 

73  Vi 

29.36 

2.5 

5.46 

13 

3.20 

4.4 

;  728 

Willamette  Inds 

51.2 

47Vs-  16 

33% 

28.36 

1.2 

-0.16 

def 

1.50 

4.4 

f  675 

H  F  Ahmanson 

51.0 

30-8 

28  Vi 

32.69 

0.9 

-4.43 

def 

0.60 

2.1 

165 

Parker  Pen 

50.4 

26    -  8Vi 

14Vi 

10.05 

1.4 

0.09 

NM 

0.52 

3.6 

659 

Boise  Cascade 

50.3 

48'/4-  19% 

3814 

48.99 

0.8 

0.06 

NM 

1.90 

5.0 

937 

First  Natl  Supermkts 

50.0t 

14-3 

12 

1 1.70 

1.0 

2.00 

6 

0.02 

0.2 

501 

Witco  Chemical 

50.0 

33%-  16% 

27Vi 

31.15 

0.9 

3.53 

8 

1.80 

6.5 

257 

Acme-Cleveland 

49.5 

35%-  li% 

18% 

26.98 

0.7 

2.56 

7 

1.40 

7.4 

555 

So  New  England  Tel 

49.5 

57%-  29V2 

55Vi 

53.07 

1.0 

6.48 

9 

4.56 

8.2 

429 

Avco 

49.3 

35    -  137/8 

25% 

42.03 

0.6 

2.60 

10 

1.20 

4.7 

494 

Di  Giorgio 

49.2 

15%-  7 

12% 

17.48 

0.7 

1.11 

11 

0.64 

5.3 

924 

Outboard  Marine 

48.8 

30'/2-  8% 

30Vi 

36.14 

0.8 

4.03 

8 

0.90 

3.0 

484 

Chubb 

48.6 

52%-  29>/s 

52 

53.89 

1.0 

6.18 

8 

2.92 

5.6 

Stewart  &  Stevenson 

48.6 

23%-  7% 

12% 

19.82 

0.6 

3.20 

4 

0.40 

3.1 

343 

Amfac 

48.5 

35%-  14'/2 

25  Vi 

33.92 

0.7 

1.57 

16 

1.44 

5.7 

408 

W  R  Grace 

48.2 

63  Vi-  23% 

40 

43.02 

0.9 

7.21 

6 

2.80 

7.0 

735 

Northern  Trust 

48.1 

48%-  27% 

47% 

65.75 

0.7 

7.10 

7 

2.72 

5.7 

426 

Rollins 

47.8 

22Vi-  7% 

14Vi 

9.09 

1.6 

1.54 

9 

0.68 

4.7 

373 

Ashland  Oil 

47.5 

45%-  18 

30 

36.43 

0.8 

5.29 

6 

2.40 

8.0 

860 

Monsanto 

47.5 

89    -  42 Vi 

85 

84.14 

1.0 

8.92 

10 

4.00 

4.7 

IU  International 

47.2tt 

24%-  9% 

16% 

14.86 

1.1 

1.44 

11 

1.15 

7.0 

628 

Gt  Northern  Nekoosa 

46.8 

47%-  23% 

40 

46.62 

0.9 

5.09 

8 

2.00 

5.0 

445 

PepsiCo 

46.4 

50   -  20 

41 

17.91 

2.3 

3.90 

11 

1.62 

4.0 

512 

Zale 

46.4 

Til/          i  ie> 

33  Vi-  14% 

22% 

38.81 

0.6 

0.44 

52 

1.26 

5.5 

436 

Niagara  Frontier  Services 

46.4 

33    -  15% 

25% 

29.60 

0.9 

3.98 

6 

1.08 

4.3 

440 

Becton,  Dickinson 

46.0 

54  Vi-  22 

46 

27.23 

1.7 

3.63 

13 

1.15 

2.5 

497 

Hyster 

45.9 

cm./         'I  A  7/ 

5078-  247s 

40  Vs 

53.73 

0.7 

1.71 

23 

1.00 

2.5 

520 

Jack  Eckerd 

45.9 

31%-  121/2 

26  Vi 

14.19 

1.9 

1.90 

14 

0.96 

3.6 

532 

Brooklyn  Union  Gas 

45.7 

111/         ^  etc./ 
31%-  185/8 

29% 

27.60 

1.1 

4.60 

6 

2.70 

9.0 

479 

Allegheny  Intl 

45.6 

55%-  13% 

27% 

42.60 

0.6 

2.60 

10 

1.40 

5.2 

533 

Lone  Star  Industries 

45.2 

38%-  17% 

28'/8 

39. 1 7 

0.7 

-0.78 

def 

1.90 

6.8 

609 

Greyhound 

45.1 

20Vi-  1 1 

I8V2 

20.90 

0.9 

2.44 

8 

1.20 

6.5 

558 

Cook  United 

45.1 

9%-  2% 

3Vi 

11.12 

0.3 

-1.36 

def 

none 

0.0 

782 

Scott  Paper 

44.6 

2816-  12 

20V4 

30.03 

0.7 

2.71 

7 

1.00 

4.9 

177 

Smith  International 

44.4 

70%-  15% 

25 

27.10 

0.9 

5.13 

5 

0.96 

3.8 

452 

McDonnell  Douglas 

44.4 

52%-  20 

38% 

42.93 

0.9 

4.80 

8 

1.24 

3.2 

602 

U  S  Industries 

44.1 

121/8-  6% 

10% 

16.58 

0.6 

1.26 

8 

0.76 

7.2 

590 

Amer  Maize-Products 

43.9 

20%-  5% 

10% 

20.96 

0.5 

1.75 

6 

0.52 

4.9 

367 

Consolidated  Edison 

43.8 

211/8—  9% 

18% 

24.14 

0.8 

3.43 

5 

1.68 

9.2 

463 

General  Signal 

43.6 

54%-  23  Vi 

42% 

27.17 

1.6 

4.18 

10 

1.68 

4.0 

456 

Strawbridge  &  Clothier 

43.3 

inl/            1  "71/ 

32/2-  17% 

32Vi 

64.64 

0.5 

5.02 

6 

1.40 

4.3 

906 

F  W  Woolworth 

43.1 

32    -  15% 

27 

43.32 

0.6 

-13.10 

def 

1.80 

6.7 

594 

Air  Prods  &  Chems 

42.9 

541/4-  22 Vi 

36% 

27.10 

1.4 

3.68 

10 

0.80 

2.2 

572 

Westvaco 

42.8 

30Vi-  15Vi 

27% 

27.13 

1.0 

2.40 

1 1 

1.20 

4.4 

325 

Sun  Company 

42.5 

59%  -  1 7% 

30% 

40.57 

0.7 

4.46 

7 

2.30 

7.6 

566 

New  England  Electric 

42.5 

33  Vi-  17!/4 

33% 

28.24 

1.2 

4.58 

7 

3.00 

9.1 

472 

Ramada  Inns 

42.4 

1 7    -  3% 

5% 

6.03 

1.0 

-0.44 

def 

none 

0.0 

419 

Texas  Gas  Transmn 

42.4 

48  Vi-  171/2 

30  Vi 

30.85 

1.0 

5.42 

6 

2.12 

7.0 

100 

Palm  Beach 

41.9 

29%-  11% 

17% 

20.05 

0.9 

1.71 

10 

1.20 

6.7 

238 

First  City  Bancorp 

41.7 

41%-  14% 

22  Vi 

22.91 

1.0 

3.88 

6 

1 .20 

5.3 

474 

Parker-Hannifin 

41.4 

25Vi-  13Vi 

22  Vi 

17.93 

1.3 

1.78 

13 

0.96 

4.3 

593 

FMC 

41.0 

35%-  20  Vi 

31% 

36.99 

0.8 

4.56 

7 

1.80 

5.7 

276 

Big  Three  Industries 

40.8 

38    -  13% 

23% 

13.09 

1.8 

2.36 

10 

0.72 

3.1 

663 

Diamond  Intl 

40.7 

50    -  26V4 

43 

36.06 

1.2 

0.85 

51 

1.40 

3.3 

579 

Intl  Multifoods 

40.4 

32%-  13'/4 

32% 

26.11 

1.2 

4.29 

7 

1.66 

5.2 

252 

American  Standard 

40.3 

43%-  16'/8 

27 

24.14 

1.1 

1.63 

17 

1.60 

5.9 

861 

Carnation 

40.0 

42%-  21 

42 

27.63 

1.5 

5.00 

8 

2.00 

4.8 

312 

Wheelabrator-Frye 

39.8 

65%-  26% 

44% 

37.09 

1.2 

5.02 

9 

1.80 

4.1 

779 

Moore  Corp 

39.1 

41%-  25 Vi 

38  Vt 

24.44 

1.6 

3.55 

11 

2.00 

5.2 

396 

Harsco 

38.9 

21%-  13 

18% 

19.86 

0.9 

2.33 

8 

1.20 

6.4 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  30.  1977  to  Nov.  17,  1982.  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  58%. 

'Not  ranked  last  year    tFour  year  price  change.    ttThree  year  price  change    NM:  not  meaningful    def:  deficit 
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Who's  where  in  the  stock  market 


Recent 

Latest 

_ 

3-year 

1978-82 

book' 

1  9-YTinn  th 
1Z  II1UI11I1 

P  '  / 
rice 

1  n /I  1  /    1  t 1 ■ / 1 
IIJUILdlLU 

Rank 

price 

Recent 

DUUK    ■  J  1  U  c 

earnings 

earnings 

annual 

t-urr< 

82 

81 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

558 

837 

IJUiiXcr  Sidle  VII 

38.9% 

231/2-  9% 

16 'A 

$11.03  • 

1.5 

$1.75 

9 

$0.80 

4.9^1 

560 

482 

1ft  7 

JO.  / 

—   ZO  /8 

41  '/a 

47.26 

0.9 

4  02 

10 

1  AO 

o.ou 

8  fi 

0.0 

561 

647 

McGraw-Edison 

38.6 

51    -  20% 

38 '/s 

35.03 

1.1 

3.85 

10 

9  no 

^  9 

D.Z 

562 

621 

Arnstar 

ift  ^ 

32 1/2  _  14 

255/8 

40.23 

0.6 

1  68 

15 

1  00 

1  .yu 

7  A 

563 

958 

J  C  Penney 

38.0 

58    -  195/s 

49 

40.81 

1.2 

5.53 

9 

2.00 

4.1 ; 

564 

412 

Ampco*PittSDurgn 

37.4 

26%  -  9 

12% 

25.40 

0.5 

-0.32 

def 

0.60 

4  7 

565 

109 

Northwest  Industries 

37  3 

sni/,_  91 

39 '/s 

40.94 

1.0 

1 1  47 

1 

0 

9  ftft 

Z.Oo 

A  ft 
O.o 

566 

905 

Avondale  Mills 

36.8 

941/a-  1 1% 

Z*t  /» —  lO/fl 

23y8 

42.09 

0.6 

0  24 

NM 

1  9fl 

0. 1 

567 

first  i\aii  oiaie  Dip 

36.6 

OZi       —    1  O  /a 

3  J  3/g 

39.04 

0.8 

6.34 

5 

2  40 

7  A 

568 

777 

Gibraltar  Financial 

36.4 

165/s-  25/s 

10 

10.35 

1.0 

-3.03 

def 

none 

0.0 

569 

893 

Union  Camp 

36.3 

ftft   —  ift'/i 

62% 

44  72 

1.4 

5  36 

1 2 

1  on 

4  ft 

570 

516 

North  American  Coal 

36.2 

491/4-  i47/8 

32 

24.01 

1.3 

6.31 

5 

0.80 

9  ^ 

571 

628 

vjciicidi  ruuus 

36.1 

4  73/4  _  231/2 

42% 

32.88 

1.3 

5.68 

8 

2.40 

5.6 

572 

669 

Fisher  Foods 

36.1 

1S1A  CS/u 

10% 

15.63 

0.7 

0  98 

1  ] 

n  7n 

A  7 

O.  / 

573 

433 

Centel 

36.0 

36'/4-  21'/4 

34 

22.70 

1.5 

3.98 

9 

2.20 

6.5 

574 

536 

lnterlNJortn 

36.0 

49%  -  1  ft  '/a 

2  8 '/8 

29.91 

0.9 

4.52 

5 

2.12 

7  c 

575 

313 

Cyclops 

35.7 

39   -  13  Vt 

19 

51.58 

0.4 

-0.73 

def 

1.10 

5.8 

576 

941 

Weyerhaeuser 

35.6 

'tU  '4 —  ZUV4 

37'/s 

22  79 

1.6 

11; 
oo 

i  in 

1  .ou 

1  c 

o.D 

577 

842 

Union  Carbide 

35.4 

ft91/a_  115/o 
/»  —   OO  /8 

551/2 

76.74 

0.7 

6  09 

9 

3  40 

ft  1 

0. 1 

578 

718 

Walter  E  Heller  Intl 

35.3 

34    -  135/s 

22V4 

28.52 

0.8 

5.35 

4 

1.30 

5.8 

579 

837 

Burlington  lnds 

34.9 

29 1/8  —  1 4% 

28 

41.17 

0.7 

1 .85 

15 

1  52 

*\  4 

580 

421 

Pacific  Lighting 

34.9 

31    —  1 7 

28 1/2 

31  65 

0.9 

3  84 

7 

1  nn 

1  0  ^ 

1U.0 

581 

773 

Echlin 

34.9 

211/2—  10 

18% 

9.72 

1.9 

1  30 

14 

n  ^ft 

1  n 

o.u 

582 

569 

Intl  Minerals  &  Chem 

14  8 
o**.o 

ftfti/->  993/. 

DO  /2  —    ZZ  /4 

36% 

37  76 

1.0 

4  57 

a 

9  ftn 

f  .  1 

583 

877 

UAL 

34.7 

45%-  13'A 

28 '/s 

36.91 

0.8 

-4.18 

def 

none 

0.0 

584 

509 

JTldTSIl  Ok  ITlli-fCllIIall  v-US 

34.6 

*+*+  f  l —   ZO  /& 

41'/8 

15.31 

2.7 

3.22 

13 

2.20 

5  1 

0.0 

585 

345 

National  Can 

34.4 

9  A3/„  HI/, 
ZO  /8 —  IO/2 

2i  1/2 

32  29 

0.7 

9  ftO 

8 
0 

1  nn 

4  7 

586 

384 

Tektronix 

33.9 

/  U  /4  —  Ji// 

50% 

33.52 

1.5 

3.85 

13 

1  00 

9  n 

Z.U 

587 

524 

A  miirii'in  M  -j  *■  I  Inc 
/VIIlClUdH  i\dll  1119 

33.3 

1  8 1/4  -  93/4 

10/4  —  7/4 

I41/2 

23  50 

0.6 

2.24 

0.84 

5.8 

587 

634 

Universal  Foods 

33.3 

25    -  9% 

23 

13.35 

1.7 

2.62 

9 

1.04 

4.5 

589 

746 

Norton  Simon 

11  1 

26%  —  1 1 

9ft 

27  05 

1.0 

2  38 

j  1 

1  na 

l  -UO 

4  9 

590 

583 

nuiiud  ruwci  oc  iji 

33.0 

O  /  /M  —     1  7  /K 

353/4 

36.22 

1.0 

5.29 

7 

3.36 

9.4 

591 

606 

f  t.nl  Tire  Xj  Ruhher 
11  it  III    1  lie  (V  IVUUUCl 

32.2 

zy  / 1 —  11/8 

271/4 

43.75 

0.6 

1 .44 

19 

1  50 

O.J 

592 

688 

31.8 

251/2-  10 

24% 

20.87 

1.2 

0.99 

25 

1.12 

4.5 

593 

630 

GTE 

31.7 

44%-  23 

41 

29.89 

1.4 

4.50 

9 

2.92 

7.1 

594 

761 

DIUC  DC11 

31.7 

0'/8  —  10/4 

30% 

33.70 

0.9 

2.92 

10 

1.80 

5.9 

595 

943 

Artnetrnno  \/VnrlH  TnH^ 

Jll  lll^lll/li^    II  U1IU  111U9 

31.7 

9S3/4-  193/o 

23% 

24.13 

1.0 

0.76 

31 

1.10 

4.7 

596 

434 

IV  lllUll3lllC9 

31.3 

*+  1  /o  —    1  /  /8 

33 

62.31 

0.5 

3.39 

10 

2.28 

6.9 

597 

430 

j\  Cj  Ridley  i'lift 

11  1 
>  i .  j 

/2  —  11 

I71/2 

21  75 

n  8 

2  75 

ft 

n  an 

4  6 

598 

199 

Transco  Energy 

31.2 

64  Va-  16% 

27% 

28.80 

1.0 

6.03 

5 

1.80 

6.5 

599 

453 

Upyohn 

AO         19  I/a 

M-D  /8 

32  03 

1.5 

4  89 

1  n 

2  28 

4  9 

600 

993 

Olympia  Brewing 

94          1  1 

—  11 

911A 

9  7  81 

ft  ft 
u.o 

1  oft 
—  1 .70 

UC1 

none 

n  n 

u.u 

601 

841 

1  Tn  i  rnv  1 1 

uiiiiuydi 

30.8 

1 1 3/4  —  3 

1Q5/8 

1 7  29 

0.6 

1.38 

8 

0.0 

602 

570 

tjLUll  Ofc  it  I  /  I  I 

30.7 

OO  /a  —    1  1  /4 

35S/8 

27.13 

1.3 

4.07 

9 

1 .80 

5.1 

603 

614 

Interco 

30.7 

59'/8-  34 

S7Vl 

60.24 

1.0 

5.91 

10 

2.88 

5.0 

604 

797 

Prnrtor  X:  dmnlo 
riUtlCl  Ot  VidlllUIc 

1ft  1 

1  1  71/t  A93/, 
1  1  /  /2 —    OZ  /4 

111/4 

14 

2.2 

9  79 

1 1 

4.80 

4.3 

605 

747 

Dana 

1ft  1 

jj  '2 —    1  /  /8 

1 13/„ 
0  1  /8 

9fl  99 

1  1 

x.i 

9  07 

Z.U  I 

1  c 

I  o 

1  ftn 

5  1 

606 

232 

Athlone  Industries 

1ft  ft 

in       1 1 

ou    —  10 

1  01A 
17/2 

91  88 

ZO. OO 

ft  ft 

1  14 

15 

1  ftn 

8.2 

606 

528 

Roper  Corp 

1ft  ft 

jU.U 

1  73/.  Q3/o 

10/4 

9^  17 

ZO.O  t 

ft  A 
u.o 

1  41 

1  1 

1  1 

n  on 

u.yu 

c  c 
0.0 

608 

699 

American  Cyanamid 

90  0 

4.7.7 

1ft  9(15/o 

143/. 
OH74 

1 1  Qft 
O  1 .00 

1  1 

1.1 

9  04 

1  9 
1  z 

1  75 

1 .  /  0 

5  0 

609 

908 

American  Family 

29.8 

15V4—  7 

14V4 

12.35 

1.2 

1.30 

11 

0.60 

4.1 

610 

632 

1  UlLllIIldlK 

90  ft 

4.7. O 

in       1 A3/0 

ou    —  10/8 

9  ft  7/0 

Zo  /8 

*  1  40 

ft  0 

U.  7 

3  77 

g 

1  60 

5.5 

611 

554 

Lincoln  National 

9Q  ^ 
4.7 .  3 

Aft  193/. 

41; 

A  1  A4 
0  1  .OH- 

ft  7 

U./ 

s  ^ft 

ft 

0 

1  nn 

o.uu 

ft  7 

612 

651 

4.7  .J 

4 1  l/>      90 1A 

*T  1  VI  —    4AJ  / 4 

11  1A 

O  1  72 

1A  4^ 

ft  0 

U." 

2  06 

1  c 

1  0 

1  72 

5.5 

613 

346 

ivlUlsC  OUUC 

29  4 

90       1  n 

Z."     —  1U 

1  A1A 
1 D  VI 

11 

Z 1 .4.0 

ft  ft 
u.o 

1  05 

16 

0  20 

1.2 

614 

861 

VdlllJllJCll  JUUU 

29.3 

443/,       9  C  \/A 

41 5/o 
*rO  /8 

32  76 

1.3 

4  75 

9 

2  20 

5.0 

615 

618 

Em  hart 

9ft  7 
Zo./ 

/1C  911/. 
<+0      —    to  V4 

41  l/2 

17  AO 

1.1 

ft  An 

0 

9  ftn 
z.ou 

ft  1 
0.0 

616 

512 

Oneok 

28.4 

447/s-  17W 

28 '/4 

24.57 

1.1 

4.88 

6 

2.40 

8.5 

617 

690 

United  Brands 

28.3 

173/s-  6V2 

9% 

38.40 

0.3 

'  -0  .11 

def 

none 

0.0 

618 

200 

Northwest  Energy 

28.0 

37»/8-  8»/2 

16% 

22.65 

0.7 

1.14 

14 

1.40 

8.5 

619 

824 

Maytag 

28.0 

39    -  21% 

36 

13.73 

2.6 

2.51 

14 

2.15 

6.0 

619 

416 

Panhandle  Eastern 

28.0 

52V4-  18»/8 

30 

31.85 

0.9 

5.70 

5 

2.30 

7.7 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  30,  1977  to  Nov.  17, 1982  For  comparison,  the  five-year  change  in  the  Consumer  Price  Ind 

was  58%. 
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o's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1978-82 

price/ 

12-month 

Price/ 

Indicated 

ink 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

81 

Company 

change 

ranee 

price 

(per  share) 

value 

npi*  sharp 
U(i  limit 

Ul  V  JUC11U 

yield 

I  467 

USLIFE 

28.0% 

34    -  14'/2 

24 

$29.78 

0.8 

$3.68 

7 

$0.88 

3.7% 

1!  395 

Washington  National 

28.0 

39%-  12 

19% 

26.29 

0.7 

2.03 

10 

1.08 

5.5 

i  357 

Dan  River 

28.0 

23    -  9XA 

14% 

33.64 

0.4 

0.90 

17 

0.56 

.  3.8 

California  First  Bank 

27.7 

185/8-  12Vg 

16% 

26.67 

0.6 

1.14 

15 

1.08 

6.4 

S  689 

Square  D 

27.5 

3  73/8  _  i7s/8 

33 

17.50 

1.9 

2.80 

12 

1.84 

5.6 

!  697 

Stewart-Warner 

27.4 

33   -  13% 

24% 

27.68 

0.9 

1.38 

18 

1.68 

6.8 

638 

Riegel  Textile 

27.2 

27    -  15% 

25!/s 

38.72 

0.6 

2.26 

11 

1.80 

7.2 

468 

Southern  Calif  Edison 

27.0 

37Vg-  20 

33  Vi 

33.62 

1.0 

5.16 

6 

3.52 

10.5 

845 

Wetterau 

26.5 

22%-  9'/4 

17% 

12.82 

1.4 

1.29 

14 

0.80 

4.5 

564 

Crocker  National 

26.4 

42   -  20% 

31% 

55.88 

0.6 

2.82 

11 

2.40 

7.6 

|  731 

Manufacturers  Hanover 

25.8 

43%-  26 

42 

55.02 

0.8 

7.75 

5 

2.92 

7.0 

"  397 

Genesco 

25.8 

11%-  2% 

4% 

4.23 

1.2 

-0.61 

def 

none 

0.0 

'  899 

Briggs  &  Stratton 

25.7 

34V2-  20% 

33 

17.44 

1.9 

2.69 

12 

1.58 

4.8 

504 

Tecumseh  Products 

25.4 

74    -  50 

74 

64.07 

1.2 

8.22 

9 

3.20 

4.3 

'  545 

Republic  Airlines 

25.0 

11%-  2% 

6'/4 

3.28 

1.9 

-2.42 

def 

none 

0.0 

780 

Robertshaw  Controls 

25.0 

29  Vi~  14% 

25 

30.54 

0.8 

1.43 

17 

1.40 

5.6 

'  476 

First  Wisconsin 

24.9 

35%-  19Vi 

30% 

53.84 

0.6 

6.60 

5 

2.10 

6.8 

885 

Federated  Dept  Stores 

24.3 

52'/4-  21!/4 

49  Vi 

41.02 

1.2 

4.54 

1 1 

2.10 

4.3 

681 

Lucky  Stores 

24.0 

I8V2-  12'/4 

17 

9.89 

1.7 

1.63 

10 

1.16 

6.8 

850 

Corning  Glass  Works 

23.7 

75%-  39% 

64  Vi 

52.82 

1.2 

1.57 

41 

2.32 

3.6 

483 

Ferro 

23.7 

35    -  17 

23'/2 

29.16 

0.8 

1.76 

13 

1.20 

5.1 

907 

Ralston  Purina 

23.7 

18'/4-  9'/4 

17% 

11.39 

1.5 

0.66 

27 

0.78 

4.4 

618 

Continental  Telecom 

23.6 

20   -  12% 

19 

16.04 

1.2 

2.35 

8 

1.56 

8.2 

;  763 

Coca-Cola 

23.5 

50 '/2-  28% 

46 

18.37 

2.5 

3.92 

12 

2.48 

5.4 

947 

Schering-Plough 

23.4 

45%-  24% 

36% 

24.18 

1.5 

3.37 

1 1 

1.68 

4.6 

505 

Hoover  Universal 

23.4 

25  Vi-  13% 

24% 

18.98 

1.3 

1.78 

14 

1.24 

5.1 

762 

Gould 

23.3 

39'/2-  19'/4 

35  V% 

22.87 

1.5 

2.20 

16 

1.72 

4.9 

613 

National  Fuel  Gas 

22.9 

363/g-  21!/4 

32% 

45.56 

0.7 

6.04 

5 

3.16 

9.6 

875 

IBM 

22.9 

86 Vi-  48% 

84 

30.66 

2.7 

6.39 

13 

3.44 

4.1 

522 

Gerber  Products 

22.4 

25  Vi-  11% 

23  Vt 

19.53 

1.2 

2.73 

9 

1.36 

5.8 

i  527 

Houston  Natural  Gas 

22.1 

63 '/4-  19% 

33  Vg 

30.85 

1.1 

6.46 

5 

1.70 

5.1 

1  375 

Provident  Life  &  Acc 

21.5 

56l/2-  32'/2 

48 

59.41 

0.8 

6.54 

7 

2.44 

5.1 

598 

Kerr-McGee 

21.4 

46  Vi-  19% 

28% 

28.95 

1.0 

3.86 

7 

1.10 

3.9 

790 

Eastern  Gas  &  Fuel 

21.3 

32Vi-  13 

22% 

20.81 

1.1 

3.11 

7 

1.30 

5.7 

766 

Potlatch 

21.3 

49i/4_  19 

34% 

34.69 

1.0 

1.22 

29 

1.48 

4.2 

502 

Texas  Eastern 

21.3 

89   -  32 

56% 

50.32 

1.1 

8.12 

7 

4.10 

7.3 

818 

Household  Intl 

20.6 

26Vs-  13% 

22 

26.00 

0.8 

2.30 

10 

1.65 

7.5 

557 

Exxon 

20.5 

44 '/2-  211/2 

29 

32.84 

0.9 

4.91 

6 

3.00 

10.3 

752 

First  Chicago 

20.3 

25%-  10% 

22% 

31.87 

0.7 

3.29 

7 

1.20 

5.4 

577 

Joy  Manufacturing 

20.1 

42%-  17Vi 

25% 

25.16 

1.0 

4.27 

6 

1.40 

5.5 

552 

Butler  Manufacturing 

19.8 

32%-  18'/2 

27% 

29.92 

0.9 

2.05 

13 

1.32 

4.8 

691 

Kansas  Power  &  Light 

19.5 

24%-  14'/2 

24  Vi 

23.98 

1.0 

3.61 

7 

2.40 

9.8 

705 

Wisconsin  Public  Svc 

18.7 

25 '/4-  13% 

23 

22.38 

1.0 

3.02 

8 

2.12 

9.2 

391 

U  S  Bancorp 

18.6 

27%-  13Vi 

20% 

23.01 

0.9 

3.27 

6 

1.00 

4.8 

560 

United  Telecom 

18.4 

24    -  14 

22  Vi 

17.68 

1.3 

2.39 

9 

1.76 

7.8 

934 

Reichhold  Chemicals 

18.3 

17%-  9% 

17% 

25.28 

0.7 

0.07 

NM 

0.48 

2.7 

500 

Shaklee 

18.1 

39  Vi-  11  Vi 

35'/s 

16.81 

2.1 

3.80 

9 

1.00 

2.8 

709 

Wm  Wrigley  Jr 

17.9 

46    -  28  Vi 

43% 

31.05 

1.4 

4.59 

10 

1.44 

3.3 

578 

Deere 

17.7 

49%-  22 

29  Va 

36.29 

0.8 

1.42 

21 

1.00 

3.4 

495 

Getty  Oil 

17.6 

108%-  33 

51 

58.23 

0.9 

8.70 

6 

2.60 

5.1 

683 

Laclede  Gas 

16.8 

24%-  14% 

23  Vi 

29.53 

0.8 

4.31 

5 

2.60 

11.1 

280 

Johnson  Controls 

16.7 

37'/4-  17'/2 

35% 

25.50 

1.4 

3.83 

9 

1.50 

4.2 

766 

Keystone  Consolidated 

16.7 

20  Vi-  7% 

12% 

51.91 

0.2 

-8.34 

def 

none 

0.0 

692 

National  Distillers 

16.4 

33%-  18 

24 

31.20 

0.8 

2.78 

9 

2.20 

9.2 

749 

Northwest  Bancorp 

16.1 

32%-  17 

27 

32.80 

0.8 

3.54 

8 

1.80 

6.7 

949 

Safeway  Stores 

16.0 

50'/4-  24  Vi 

48 

42.53 

1.1 

5.54 

9 

2.80 

5.8 

582 

Wells  Fargo 

15.8 

36'/s-  18'/. 

31'/8 

42.38 

0.7 

5.80 

5 

1.92 

6.2 

347 

Interstate  Bakeries 

15.7 

12%-  4'/2 

lO'/s 

10.97 

0.9 

0.10 

NM 

none 

0.0 

512 

Lubrizol 

15.6 

41%-  14V. 

20% 

11.98 

1.7 

1.51 

13 

1.08 

5.3 

394 

Allen  Group 

15.0 

22    -  lOVi 

15% 

18.23 

0.9 

0.38 

42 

1.00 

6.3 

701 

Harcourt  Brace  Jovan 

14.9 

22%-  12'/2 

20% 

19.55 

1.0 

2.31 

9 

1.00 

4.9 

887 

Petrie  Stores 

14.9 

33  Vi-  15'/2 

30  Vi 

11.47 

2.6 

2.20 

14 

1.60 

5.3 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  30, 1977  to  Nov  17, 1982  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  58%. 

'Not  ranked  last  year    NM:  not  meaningful    def  deficit. 
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Who's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1978-82 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Curre 

82 

81 

v^utii  i'«s  ii  y 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

vield 

I 

<>H  I 

784 

Manufacturers  National 

14.8% 

303/s-  11% 

25% 

$49.68  ' 

0.5 

$4.00 

6 

$1.20 

4.8°/< 

684 

526 

Carson  Pirie  Scott 

14.5 

26'/2-  12% 

20% 

32.72 

0.6 

1.64 

12 

1.20 

6.0 

685 

672 

Fidelcoi 

14.4 

3C/2-  8% 

25% 

36.51 

0.7 

5.48 

5 

1.68 

6.5 

686 

834 

Eastern  Air  Lines 

14.3 

155/8-  4% 

7 

13.47 

0.5 

-6.58 

def 

none 

0.0 

686 

607 

Pntninar  Flpr  Pnwpr 

14.3 

18%-  10 

18 

17.40 

1.0 

2.25 

8 

1.68 

9.3 

688 

794 

Alcoa 

14.2 

38%-  19% 

265/» 

41.24 

0.6 

0.72 

37 

1.20 

4.5 

689 

737 

Mercantile  Bancorp 

14.1 

32    -  20% 

31% 

46.99 

0.7 

7.81 

4 

2.68 

8.5 

690 

667 

Florida  Progress 

14.0 

19%-  10% 

18% 

18.47 

1.0 

2.00 

9 

1.92 

10.2 

691 

72 

Parker  Drilling 

13.9 

36%-    7 '/a 

9% 

10.78 

0.9 

2.65 

3 

0.16 

1.7 

692 

734 

Pillsbury 

13.8 

51%-  27% 

45% 

41.03 

1.1 

6.31 

7 

2.48 

5.5 

693 

407 

Amdahl 

13.7 

71'/2-  15% 

31% 

15.36 

2.0 

0.51 

61 

0.40 

1.3 

694 

722 

Intl  Flavors  &  Frag 

13.7 

275/8-  165/s 

26 

9.02 

2.9 

1.68 

15 

1.04 

4.0 

695 

411 

Barnes  Group 

13.6 

25%-  11 

15% 

19.21 

0.8 

-0.47 

def 

0.60 

3.8 

696 

693 

Wisconsin  Pwr  &  Lt 

13.6 

29'/2-  14% 

24 

21.47 

1.1 

3.88 

6 

2.24 

9.3 

697 

703 

NBD  Bancorp 

13.3 

35%-  19% 

29% 

56.93 

0.5 

6.32 

5 

2.08 

7.0 

698 

755 

CBS 

13.3 

64%-  33% 

56% 

44.49 

1.3 

4.16 

14 

2.80 

5.0 

699 

535 

Celanese 

13.3 

69%-  355/s 

47% 

73.21 

0.7 

3.25 

15 

4.00 

8.4 

700 

867 

Black  &  Decker 

13.3 

25%-  12 

18% 

14.44 

1.3 

-1.82 

def 

0.52 

2.9 

700 

541 

Cone  Mills 

13.3 

43 %-  21'A 

36% 

59.73 

0.6 

3.24 

11 

2.20 

6.1 

702 

668 

Owens-Illinois 

13.1 

33    -  17% 

27 

46.57 

0.6 

3.49 

8 

1.68 

6.2 

703 

673 

Pacific  Gas  &  Elec 

13.0 

28%-  19% 

27% 

30.22 

0.9 

4.76 

6 

3.00 

11.1 

704 

884 

Cummins  Engine 

12.8 

58%-  25% 

43 

65.31 

0.7 

1.70 

25 

2.00 

4.7 

704 

798 

Phelps  Dodge 

12.8 

48'/2-  17% 

24% 

50.15 

0.5 

-3.08 

def 

none 

0.0 

706 

287 

Southwest  Forest  Inds 

12.5 

28%-  7% 

11% 

27.72 

0.4 

-1.99 

def 

none 

0.0 

707 

853 

G  C  Murphy 

12.4 

22  %-  9% 

19% 

32.11 

0.6 

1.10 

18 

1.28 

6.6 

708 

876 

Champion  Intl 

12.2 

30%-  11% 

21% 

28.70 

0.8 

0.27 

NM 

0.40 

1.8 

709 

538 

Crown  Cork  &  Seal 

12.0 

37    -  22% 

28 

39.05 

0.7 

3.57 

8 

none 

0.0 

710 

805 

Central  Soya 

11.8 

21%-  8% 

15% 

20.1 1 

0.8 

1.28 

12 

0.84 

5.5 

711 

776 

Kellogg 

11.8 

31%-  15% 

27% 

10.60 

2.6 

2.89 

9 

1.60 

5.9 

712 

626 

Hawaiian  Electric 

11.7 

30%-  18% 

29% 

35.76 

0.8 

5.04 

6 

3.00 

10.0 

713 

173 

Holly  Corp 

11.7 

19%-  4% 

8% 

6.65 

1.3 

1.25 

7 

0.24 

2.9 

714 

739 

Northeast  Utilities 

11.6 

12'/2—  7% 

12 

12.78 

0.9 

1.71 

7 

1.28 

10.7 

715 

460 

Crane 

11.5 

45%-  17% 

26% 

40.06 

0.7 

1.04 

26 

1.60 

6.0 

716 

425 

Rainier  Bancorp 

11.3 

31'/8-  17% 

28% 

35.10 

0.8 

4.29 

7 

1.50 

5.3 

717 

544 

Xexaco 

11.3 

543/8_  22% 

30% 

53.1 1 

0.6 

5.70 

5 

3.00 

9.7 

718 

694 

Gulf  Resources  &  Chem 

11.2 

37%-  8% 

13% 

11.11 

1.2 

-0.55 

def 

none 

0.0 

719 

671 

Southern  Pacific 

11.1 

55    -  24% 

37% 

82.84 

0.5 

4.56 

8 

2.60 

6.9 

720 

548 

Gulf  Oil 

10.8 

54%-  22 '/) 

29% 

53.89 

0.5 

5.01 

6 

2.80 

9.5 

721 

863 

Allegheny  Power 

10.5 

24%-  12% 

22% 

21.54 

1.0 

3.47 

6 

2.40 

10.7 

722 

644 

Comerica 

10.4 

28%-  17% 

25% 

39.29 

0.6 

3.90 

7 

2.00 

7.9 

723 

964 

Sears,  Roebuck 

10.3 

32    -  14% 

30% 

23.77 

1.3 

2.13 

14 

1.36 

4.4 

724 

329 

Kaneb  Services 

10.3 

40%-  11% 

16% 

11.80 

1.4 

3.33 

5 

1.04 

6.4 

725 

702 

Interlake 

10.2 

45    -  21% 

31 

58.06 

0.5 

2.72 

11 

2.60 

8.4 

726 

294 

Stanadyne 

10.1 

46  lA-  19% 

32% 

29.56 

1.1 

3.48 

9 

1.72 

5.3 

727 

155 

Cooper  Industries 

9.9 

62   -  19'/4 

25 

26.05 

1.0 

4.67 

5 

1.52 

6.1 

728 

464 

Edison  Bros  Stores 

9.7 

35    -  20% 

26% 

23.28 

1.2 

2.39 

11 

1.44 

5.4 

729 

923 

Warner-Lambert 

9.6 

32%-  17 

28% 

15.87 

1.8 

2.19 

13 

1.40 

4.9 

730 

275 

BanCal  Tri-State 

9.5 

43    -  14% 

23 

40.23 

0.6 

1.70 

14 

1.20 

5.2 

731 

676 

Arizona  Public  Service 

9.4 

25%-  14% 

23% 

22.13 

1.1 

3.40 

7 

2.52 

10.8 

732 

335 

El  Paso 

9.4 

30%-  13% 

17% 

10.95 

1.6 

2.16 

g 

1.48 

8.5 

733 

895 

Libbey-Owens-Ford 

9.2 

29%-  19% 

28% 

38.91 

0.7 

1.19 

24 

1.20 

4.3 

734 

839 

Kerr  Glass  Mfg 

9.2 

17%-  8'/2 

13% 

22.57 

0.6 

1.86 

7 

0.44 

3.3 

735 

786 

Tenneco 

8.9 

58%-  22% 

33% 

38.33 

0.9 

5.61 

6 

2.72 

8.1 

736 

817 

Beneficial  Corp 

8.9 

32%-  14% 

23 

33.06 

0.7 

-2.03 

def 

2.00 

8.7 

737 

967 

fim  Walter 

8.9 

37%-  16 

33% 

40.58 

0.8 

0.29 

NM 

1.00 

3.0 

738 

806 

Hoover 

8.3 

18V8-  8% 

13% 

15.72 

0.8 

-0.31 

def 

1.00 

7.6 

739 

769 

Utah  Power  &  Light 

8.2 

22%-  13 

21% 

18.64 

1.1 

2.19 

10 

2.28 

10.7 

740 

715 

San  Diego  Gas  &  Elec 

8.0 

17%-  9 

16% 

16.20 

1.0 

2.82 

6 

1.82 

10.8 

741 

710 

Baltimore  Gas  &  Elec 

8.0 

30%-  18% 

28% 

31.61 

0.9 

4.04 

7 

2.84 

9.9 

742 

900 

Owens-Corning  Fbrgls 

7.9 

36%-  15% 

35% 

25.24 

1.4 

0.79 

45 

1.20 

3.4 

743 

623 

Toro 

7.9 

29%-  5% 

10% 

7.74 

1.3 

-1.18 

def 

none 

0.0 

744 

674 

GAF 

7.9 

16%-  7% 

12 

7.77 

1.5 

-0.52 

def 

0.20 

1.7 

745 

624 

Columbia  Gas  System 

7.8 

47    -  25% 

31% 

38.50 

0.8 

5.18 

6 

2.86 

9.2 

746 

889 

Economics  Laboratory 

7.7 

29%-  15% 

24% 

15.52 

1.6 

2.46 

10 

1.04 

4.3 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  30,  1977  to  Nov.  17,  1982.  For  comparison,  the  five-year  change  in  the  Consumer  Price  Inc 

was  58% 

NM:  not  meaningful,    def:  deficit. 
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o's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1978-82 

price/ 

12-month 

Price/ 

Indicated 

nk 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

81 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

1  401 

Washington  Gas  Light 

7.7% 

433/s-  18'/8 

26% 

$32.53 

0.8 

$3.30 

8 

$2.76 

10.6% 

|i  605 

Anderson,  Clayton 

7.7 

32%  -  18'/8 

24 '/2 

44.10 

0.6 

3.63 

7 

1.32 

5.4 

i  543 

AMF 

7.4 

28 Vi-  IP/2 

18 1/4 

19.68 

0.9 

1.47 

12 

1.36 

7.5 

i  844 

First  Charter  Finl 

7.3 

21%-  6% 

18% 

24.11 

0.8 

-2.63 

def 

0.80 

4.4 

874 

Harris  Bankcorp 

7.1 

35%-  20/8 

32% 

54.65 

0.6 

5.56 

6 

2.20 

6.8 

652 

TECO  Energy 

6.5 

22%-  13'/> 

20% 

20.80 

1.0 

2.27 

9 

1.88 

9.1 

;  795 

Central  Illinois  Lt 

6.3 

19%-  11% 

19 

19.56 

1.0 

2.83 

7 

1.94 

10.2 

774 

First  Bank  System 

6.3 

46i/2-  271/2 

38 

55.68 

0.7 

6.40 

6 

2.64 

6.9 

659 

Texas  Utilities 

6.3 

25%-  147/8 

23% 

22.98 

1.0 

3.83 

6 

2.04 

8.7 

700 

Louisiana  Land 

O.Z 

bi^/t—  iy/2 

23% 

21.66 

1.1 

1.88 

13 

1.00 

4.2 

547 

Phillips  Petroleum 

6.1 

62%-  23'/2 

32'/2 

36.02 

0.9 

4.25 

8 

2.20 

6.8 

727 

AmeriTrust 

6.0 

38    -  23 

351/4 

61.17 

0.6 

6.00 

6 

2.88 

8.2 

i  160 

Bangor  Punta 

6.0 

291/8-  IO1/2 

16% 

30.03 

0.5 

0.34 

48 

0.80 

4.9 

:  826 

N  Y  State  Elec  &  Gas 

5.9 

21%-  13% 

201/4 

22.15 

0.9 

3.63 

6 

2.20 

10.9 

[  793 

Jefferson-Pilot 

5.9 

38    —  22 % 

31% 

38.98 

0.8 

4.17 

8 

1.68 

5.3 

883 

Mohasco 

5.8 

15%-  7 

13% 

30.17 

0.5 

1.01 

14 

none 

0.0 

682 

Montana  Power 

5.7 

36%-  18 

251/2 

27.00 

0.9 

4.00 

6 

2.48 

9.7 

743 

Central  &  South  West 

5.5 

18%-  11  % 

16% 

18.00 

0.9 

2.68 

6 

1.68 

10.0 

414 

Longview  Fibre 

5.4 

40   -  141/2 

19V2 

15.07 

1.3 

0.18 

NM 

1.20 

6.2 

789 

Perm  Traffic 

5.3 

\9Vt—  11% 

15 

22.61 

0.7 

2.21 

7 

1.20 

8.0 

740 

Delmarva  Power  &  Lt 

5.2 

15%-  10% 

15% 

15.47 

1.0 

2.12 

7 

1.58 

10.4 

712 

Sybron 

5.1 

24%-  12 

18 

23.28 

0.8 

1.12 

16 

1.08 

6.0 

684 

Commonwealth  Energy 

4.9 

19    -  11% 

18% 

20.78 

0.9 

2.28 

8 

1.88 

10.1 

778 

Southwestern  Pub  Svc 

4.9 

16%-  91/2 

16  i/s 

10.54 

1.5 

2.02 

8 

1.62 

10.0 

732 

No  States  Power 

4.9 

32'/2-  18 

29% 

29.51 

1.0 

4.89 

6 

2.74 

9.2 

716 

Royal  Crown  Cos 

4.7 

22 'A-  10% 

19% 

13.28 

1.5 

1.94 

10 

1.04 

5.3 

826 

BankAmerica 

4.4 

30%-  15% 

23% 

27.72 

0.9 

2.87 

8 

1.52 

6.4 

* 

First  Security 

4.2 

26%-  141/s 

21 1/2 

24.05 

0.9 

3.74 

6 

1.10 

5.1 

724 

Wisconsin  Elec  Power 

4.2 

25%-  12% 

21% 

22.75 

1.0 

3.69 

6 

1.94 

9.0 

622 

Williams  Cos 

4.1 

4y  '/8  -  1 2% 

19'/i 

34.50 

0.6 

1.17 

16 

1.20 

6.2 

944 

International  Paper 

4.0 

51%-  30 Vi 

451/2 

64.40 

0.7 

'  2.92 

16 

2.40 

5.3 

j  712 

Indianapolis  Pwr  &  Lt 

4.0 

27%-  17 

26% 

24.60 

1.1 

3.14 

8 

2.60 

9.9 

960 

Polaroid 

3.8 

60%-  16% 

27'/s 

29.16 

0.9 

0.99 

27 

1.00 

3.7 

685 

Continental  Corp 

3.7 

33%-  20% 

27% 

40.47 

0.7 

3.16 

9 

2.60 

9.4 

754 

Diversified  Energies 

3.5 

251/8-  17'/s 

22 

28.19 

0.8 

3.99 

6 

2.28 

10.4 

720 

GATX 

3.4 

46    -  20'/2 

26% 

43.92 

0.6 

2.98 

9 

2.40 

9.0 

471 

Consol  Natural  Gas 

3.4 

28'/2-  16% 

23 

26.98 

0.9 

3.93 

6 

1.88 

8.2 

608 

Nash  Finch 

3.2 

16%-  12 

16 

23.51 

0.7 

3.13 

5 

1.60 

10.0 

704 

Atlanta  Gas  Light 

3.2 

17  %-  12% 

16% 

30.01 

0.5 

1.81 

9 

1.84 

11.4 

938 

Adolpn  Coors 

2.8 

20%  —  972 

13% 

21 .52 

0.6 

1.37 

10 

0.30 

2.2 

942 

Pantry  Pride 

2.5 

6    -  1 

51/8 

-4.78 

NE 

0.18 

28 

none 

0.0 

678 

Transway  Intl 

2.2 

30'/2-  19% 

23% 

27.76 

0.9 

2.98 

8 

1.80 

7.6 

686 

American  Tel  &  Tel 

1.9 

64%-  45 

61% 

67.35 

0.9 

8.69 

7 

5.40 

8.8 

546 

Timken 

1.7 

78    -  40% 

51% 

73.25 

0.7 

3.26 

16 

1.80 

3.5 

714 

Pac  Gamble  Robinson 

1.2 

117/          1  rt/ 

22%-  155/8 

19% 

29.04 

0.7 

1 .82 

1 1 

1 .60 

8.3 

759 

Pay'n  Save 

1.0 

29%-  I6V2 

26% 

26.57 

1.0 

2.33 

11 

1.00 

3.8 

802 

So  Carolina  E  &  G 

0.7 

19    -  12 

18% 

18.47 

1.0 

2.02 

9 

1.92 

10.3 

832 

Pacific  Pwr  &  Lt 

0.6 

23-16 

21% 

21.53 

1.0 

3.15 

7 

2.16 

10.1 

764 

Pub  Svc  Elec  &  Gas 

0.6 

24%-  15 1/2 

23 

25.64 

0.9 

3.02 

8 

2.56 

11.1 

765 

Intl  Tel  &  Tel 

0.4 

ICS/  Til/ 

3578-  22'78 

31% 

41.26 

0.8 

4.29 

7 

2.76 

8.7 

537 

Centerre  Bancorp 

0.0 

26 '/2-  15% 

19 

36.41 

0.5 

3.74 

5 

1  K0 

9.5 

649 

Duke  Power 

0.0 

24    -  13% 

22 

23.81 

0.9 

3.24 

7 

2.28 

10.4 

725 

Niagara  Mohawk  Power 

0.0 

16%-  10 

15% 

17.17 

0.9 

2.70 

6 

1.80 

11.5 

965 

Firestone 

-0.8 

16    -  6'/s 

15% 

25.00 

0.6 

-0.07 

def 

0.60 

3.8 

459 

Moore  McCormack  Res 

-0.9 

1  f!7/         1  1  V. 

3978-   11  % 

19/2 

42.04 

0.5 

2.81 

7 

1 .04 

5.3 

680 

Continental  Group 

-1.1 

40'/2-  25'/8 

33% 

49.51 

0.7 

4.70 

7 

2.60 

7.7 

800 

Anchor  Hocking 

-1.1 

21'/s-  13% 

18!/s 

30.09 

0.6 

1.33 

14 

1.36 

7.5 

496 

Amsted  Industries 

-1.3 

49    -  18% 

27% 

34.94 

0.8 

1.65 

17 

1.60 

5.7 

or/ 
030 

i                 1  Til  [),,k  I " 

Central  111  rub  avc 

—1.7 

LZ>3/4—  y/8 

1  a  m 

1  A 

i.U 

f 

1  n  1 
lU.o 

951 

Colgate-Palmolive 

-1.7 

23%-  11 

21% 

15.68 

1.4 

2.51 

8 

1.20 

5.6 

707 

Houston  Industries 

-2.0 

22V4-  16 1/2 

20 

23.81 

0.8 

3.70 

5 

2.16 

10.8 

723 

Textron 

-2.4 

38'/2-  171/4 

25% 

33.19 

0.8 

2.71 

10 

1.80 

7.0 

950 

Dow  Chemical 

-2.8 

39  %-  19% 

26 

25.82 

1.0 

2.05 

13 

1.80 

6.9 

902 

RCA 

-2.8 

33%-  15% 

25% 

21.09 

1.2 

2.09 

12 

0.90 

3.5 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  30.  1977  to  Nov  17,  1982  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  58%. 

"Not  ranked  last  year    NM:  not  meaningful    NF.:  negative  equity,    def:  deficit 
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Who's  where  in  the  stock  market 

Rank 

82     81  Company 

5-year 

price 

change 

1978-82 

price  Recent 
range  price 

Recent 
price/ 

Book  value  book 
(per  share)  value 

Latest 

12-month  Price/ 
earnings  earnings 
per  share  ratio 

Indicated 
annual       (  urn 
dividend  yield 

811  591       ACF  Industries 

812  431  UGI 

813  955       ARA  Services 

814  753  BancOhio 

815  781      Va  Electric  &  Power 

-2.9% 

-3.2 

-3.3 

-3.4 

-3.5 

52%-  27%  33% 
36'/t-  16'/2  22!/2 
48%-  23'/2  33 
24  %-  11%  17% 
15%-  '9'/s  14 

$44.13  '  0.8 
28.78  0.8 
44.21  0.7 
38.97  0.5 
18.53  0.8 

$5.36  6 
3.25  7 
3.43  10 
2.84  6 
1.98  7 

$2.76  8.2°J 
2.04  9.1 
2.00  6.1 
1.00  5.6 
1.60  11.4 

816  975       K  mart 

817  791       E  I  du  Pont 

818  859      Union  Electric 

819  510  Midland-Ross 

820  785       Rochester  Gas  &  Elec 

-3.7 
-4.1 
-4.2 
-4.5 
-4.7 

295/s-  15'/8  26% 
56    -  30           38  % 
15%-    9%  14% 
30i/2-  11%  16 
18%-  10  17% 

19.81  1.3 
43.60  0.9 
15.46  0.9 
23.65  0.7 
20.57  0.8 

1.68  16 
4.26  9 
2.16  7 
0.67  24 
3.07  6 

1.00  3.8 

2.75  7.1 
1.64  11.4 
1.40  8.8 

1.76  10.1 

821  750      Boston  Edison 

822  919      Beatrice  Foods 

823  973       Allied  Supermarkets 

824  988       Great  Atl  &  Pac  Tea 

825  620  AMAX 

-4.9 
-5.0 
-5.3 
-5.7 
-5.9 

26%-  18%        24  % 
28%-  16%  23% 
37/s-     %  2% 
10%-    3%  8% 
69    -  17%  22% 

31.68  0.8 
22.46  1.1 
5.61  0.4 
8.08  1.0 
40.31  0.6 

2.91  8 
2.96  8 
0.40  6 
0.04  NM 
-2.44  def 

2.80  11.4 
1.50  6.3 
none  0.0 
none  0.0 
0.20  0.9 

826  371      Dresser  Industries 

827  868      Oklahoma  Gas  &  Elec 

828  791       Kansas  City  Pwr  &  Lt 

829  542  Armco 

830  783      Gulf  States  Utils 

-6.0 
-6.0 
-6.1 
-6.2 
-6.3 

57   -12%  20% 
18%-  11%  17% 
29'/2-  18'/8  27'/8 
41%-  14%  17% 
14'/4-    9  13 

24.23  0.9 
16.39  1.1 
33.37  0.8 
37.62  0.5 
15.30  0.8 

3.19  7 
2.65  7 
4.38  6 
-1.59  def 
1.80  7 

0.80  3.9 
1.76  10.0 
3.16  11.6 
1.20  6.8 
156  12.0' 

831  825  Scovill 

832  733       Arvin  Industries 

833  864      Dayton  Power  &  Light 
833     972       Zenith  Radio 

835     787       Long  Island  Lighting 

-6.6 
-6.9 
-6.9 
-6.9 
-7.4 

24%-  13%  21% 
23%-    9%  17 
19   -  11  %  16% 
21%-    7%  I31/2 
19%-  13%  17% 

18.24  1.2 
22.39  0.8 
18.01  0.9 
15.73  0.9 
18.83  0.9 

1.75  12 
1.04  16 
2.73  6 
-0.16  def 
2.63  7 

1.52  7.1 
1.12  6.6 
1.90  11.3 
none  0.0 
2.02  11.7 

836  372       Alexander  &  Alexander 

837  348  Halliburton 

838  625  NICOR 

839  803       Kaiser  Alum  &  Chem 

840  611  Mead 

-7.4 
-7.5 
-7.9 
-8.1 
-8.1 

38    -  20          23  Vi 
86%-  21  30% 
45 Vi-  24%  29 
30%-  11%  14% 
33%-  13%  19% 

10.63  2.2 
26.85  1.1 
35.29  0.8 
34.25  0.4 
32.94  0.6 

2.20  11 
4.94  6 
3.78  8 
-0.20  def 
0.35  56 

1.94  8.3 
1.60  5.3 
3.00  10.3 
0.60  4.2 
1.00  5.1 

841  918       Foodarama  Supermkts 

842  631  Easco 

843  801      Middle  South  Utils 

844  809      Penn  Power  &  Light 

845  *      United  Illuminating 

-8.6 
-8.8 
-9.1 
-9.2 
-9.3 

10-3  6% 
30%-  13%  24% 
17%-  10%  15 
24%-  14%  21 
28%-  17  25% 

15.65  0.4 
23.44  1.1 
17.94  0.8 
24.56  0.9 
28.64  0.9 

0.70  9 
3.28  8 
2.46  6 
3.30  6 
5.28  5 

none  0.0 
1.32  5.3 
1.66  11.1 
2.32  11.0 
2.92  11.5 

846  *      Coastal  Corp 

847  540      Southern  Union 

848  871      Gas  Service 

849  "      Atlantic  City  Elec 

850  823      Scot  Lad  Foods 

-9.4** 

-9.7 
-10.2 
-10.9 
-11.0 

59%-  14%  21% 
34%-  12%  16% 
16%-    9%  12% 
23%-  14%  20% 
8-3%  47/s 

21.28  1.0 
20.65  0.8 
19.85  0.6 
22.21  0.9 
8.99  0.5 

1.69  13 
1.87  9 
1.32  9 
2.20  9 
0.35  14 

0.40  1.8 
1.56  9.5 
1.36  11.2 
2.28  11.1 
none  0.0 

851  *      Mountain  Fuel  Supply 

852  925      Brockway  Inc  (NY) 

853  970      General  Motors 

854  904       Public  Service  Indiana 

855  729  WICOR 

-11.4 
-11.5 
-11.7 
12.0 
-12.1 

53%-  24%  32% 
23%-  12%  17% 
66%-  33%  55% 
29    -  17%  24% 
25%-  15%  19 

31.02  1.0 
28.80  0.6 
57.20  1.0 
24.54  1.0 
29.30  0.6 

4.79  7 
2.05  8 
2.95  19 

4.80  5 

2.32  8 

2.60  8.1 
1.32  7.7 
2.40  4.3 
2.76  11.1 
2.14  11.3 

856  487       Fieldcrest  Mills 

857  829       Carter  Hawley  Hale 

858  770      Carolina  Pwr  &  Lt 

859  855       National  City 
859     962       Pabst  Brewing 

-12.4 
-12.5 
-12.8 
-12.8 
-12.8 

37%-  17%  24% 
23    -  10%  15% 
23%-  14%  20% 
48%-  23%  35% 
27    -  10%  23 

43.08  0.6 
21.25  0.7 
24.22  0.8 
48.42  0.7 
31.13  0.7 

1.83  14 
1.22  13 
3.15  7 
5.53  6 
0.08  NM 

2.00  8.1 
1.22  7.7 
2.40  11.7 
2.75  7.7 
0.40  1.7 

861  589       Equitable  of  Iowa 

862  879      Kentucky  Utilities 

863  873  Fruehauf 

864  831      Southern  Company 

865  286      HRT  Industries 

-12.9 
-13.1 
-13.3 
-13.4 
-13.6 

22%-  13%  14% 
24    -  14%  20% 
40    -  15%  22% 
17%-  10%  15% 
13    -    5%  5% 

32.50  0.5 
21.07  1.0 
42.27  0.5 
16.33  0.9 
16.65  0.3 

1.47  10 
2.78  7 
-1.83  def 
2.27  7 
0.07  NM 

1.28  8.7 
2.20  10.6 
0.40  1.8 
1.70  11.1 
none  0.0 

866  957      Bethlehem  Steel 

867  946       Champion  Spark  Plug 

868  821  Singer 

869  888      Cleveland  Elec  Ilium 
869     869  Sperry 

-13.6 
-13.6 
-13.7 
-14.0 
-14.0 

32    -  14%  18% 
13%-    6%  9% 
24%-    6%  17% 
22%-  13%  19% 
65%-  20%  31% 

63.26  0.3 
10.03  0.9 
17.49  1.0 
19.63  1.0 
55.51  0.6 

-6.68  def 
0.59  16 
-  -1.25  def 
3.06  6 
3.69  9 

1.00  5.5 
0.80  8.4 
0.10  0.6 
2.28  11.9 
1.92  6.1 

871  933  Kellwood 

872  833      Public  Service  Colo 

873  890       Commonwealth  Edison 

874  659      Occidental  Petroleum 

-15.1 
-15.2 
-15.6 
-15.6 

23%-    8'/s  19% 
18%-  11%  16 
29%-  16%  24% 
39%-  14%  19% 

24.28  0.8 
16.22  1.0 
26.45  0.9 
28.68  0.7 

2.59  8 
2.11  8 
3.65  7 
2.59  8 

0.40  2.0 
1.76  11.0 
2.80  11.5 
2.50  12.7 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  30, 1977  to  Nov.  17, 1982.  For  comparison,  the  five-year  change  in  the  Consumer  Price  Inc 

was  58%. 

'Not  ranked  last  year    ttThree-year  price  change    NM:  not  meaningful    def:  deficit. 
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he  business  world.  It's  a  jungle  out  there! 
J  whether  you've  got  your  own  business 
fady,  or  still  are  thinking  about  it,  you 
?d  VENTURE.  The  magazine  for 
repreneurs. 

b  be  successful,  you  need  to  make  the 
it  decisions,  and  VENTURE  will  give  you 
tie  information  you  need. 

How  do  you  collect  the  capital  needed  to 
ke  out  of  "the  mold"?  What  do  you 
est  that  capital  in?  And  how  do  you 
•ak  even? 

/ENTURE  knows.  VENTURE  will  give 
j  the  edge  you  need  when  you're  out  on 
jr  own  by  probing  the  many  provocative 
jes  in  the  business  world  today. 

Each  month,  it  will  guide  you  with 
cinating  articles  about  other 
uepreneurs:  how 
?y  build 


their  businesses  into  successes,  and  all  the 
problems  they  encounter  along  the  way. 
You'll  leam  where  the  business 
opportunities  of  the  future  lie  and  how  to 
know  which  one  is  right  for  you  through 
articles  on  topics  such  as: 

FINANCING 

How  you  can  get  a  venture  capitalist  to 
reconsider  your  proposal  after  he  has 
rejected  it.  Who  can  and  cannot  be 
stretched  in  delaying  payments,  and  how 
that  knowledge  can  help  you  as  an 
entrepreneur. 

FRANCHISING 

Why  careful  research  can  teach  you  how 
to  build  healthy  revenues,  while  protecting 
yourself  against  policies  that  can  cut  into 
franchise  earnings. 

WASHINGTON 

Up-to-date  reports  of 
current  issues  on 
Capitol  Hill  that 


may  affect  your  business.  And,  how  the 
government  helps  and  hurts  you. 

TAXES 

How  to  make  the  system  work  for  you. 
How,  with  careful  planning,  you  can  reduce 
your  taxes  by  maximizing  your  investment 
credit.  And  how  to  avoid  stiff  penalties  by 
paying  close  attention  to  the  estimated 
Federal  income  tax  payment  rules. 

NEW  ISSUES 

New  developments  in  the  entrepreneurs' 
world  that  could  save  you  precious  time  and 
money.  How  using  a  regional  broker  can 
pay  off  in  the  long  run  when  you're 
planning  to  take  your  company  public.  And 
why  you  should  be  wary  of  including 
insiders  shares  in  a  first  time  offering. 

So  don't  struggle  through  that  business 
jungle  all  by  yourself.  Subscribe  to 
VENTURE  and  get  the  help  you  need. 
Reserve  your  subscription  now  and  take 
advantage  of  our  special  low  introductory 
rates.  A  one  year  ( 1 2  issues)  subscription 
costs  only  $  1 2.00.  That's  a  42%  savings  off 
the  regular  cover  price!  Order  now  and  start 
your  VENTURE  today! 


Venture 

The  Magazine  for  Entrepreneurs 


J1429 


ICS  ■  I  want  to  save  42%  on  my  subscription  to  VENTURE  by 
subscribing  at  these  special  low  INTRODUCTORY  RATES.  Please 


□  1  year  ( 1 2  issues)  of  VENTURE  for  only  S 1 2.00 ! 

(Save  42%/  S9.00  off  the  regular  cover  price) 


 STATE  ZIP  

□  Payment  enclosed      □  Please  bill  me 

Please  allow  4-6  weeks  for  delivery  of  first  issue  OR  CALL  TOLL  FREE  800-247-5470 

MAIL  TO: 

VENTURE  Magazine,  P.O.  Box  10771,  Des  Moines,  Iowa  50349 


Who's  where  in  the  stock  market 

Rank 

82     81  Company 

5-year 

price 

change 

1978-82 

price  Recent 
range  price 

Recent 
price/ 

Book  value  book 
(per  share)  value 

Latest 

12-month  Price/ 
earnings  earnings 
per  share  ratio 

Indicated 
annual        C  urn 
dividend  yield 

875  897       Duquesne  Light 

876  799      Northwestern  Steel 

877  820      Phila  Electric 

878  891      Louisville  Gas  &  Elec 

879  584      Allied  Corp 

-16.3% 

-16.4 

-16.6 

-16.8 

-17.0 

19%-  11%  16 
38%-  14%  21% 
19%-  11  %  16% 
25'/4-  14%  21 
61%-  27%  36% 

$16.77  1.0 
33.10  0.7 
18.10  0.9 
23.02  0.9 
57.34  0.6 

$1.95  8 
-3.10  def 
2.39  7 
2.43  9 
6.63  6 

$1.90  \).9% 
0.80  3.7 
2.12  12.9 
2.30  11.0 
2.40  6.5 

880  852      Illinois  Power 

881  567      Michigan  National 

882  911  Xerox 

883  493      Continental  Illinois 

884  708       Edward  Hines  Lumber 

-17.0 
-17.1 
-17.4 
-17.5 
-17.9 

26%-  15%  22 
21  'A-  10  15% 
71%-  27 i/s  38% 
42%-  15%  22% 
27%-  12  15% 

21.36  1.0 
32.62  0.5 
44.11  0.9 
43.20  0.5 
40.95  0.4 

3.09  7 
0.11  NM 
5.70  7 
2.72  8 
-18.17  def 

2.48  11.3 
1.20  7.6 
3.00  7.8 
2.00  8.9 
none         0.0  1 

885  '      Cross  &  Trecker 

886  961  Georgia-Pacific 

887  813      Detroit  Edison 

888  917      Clark  Equipment 

889  804       St  Regis  Paper 

-17.9tt 

-18.1 

-18.9 

-19.4 

-19.5 

41%-    9Vi  18'/8 
34%-  13 'A  23% 
16%-  10  13% 
45    -  18  27 
42 1/2-  17 '/2  24% 

15.17  1.2 
20.20  1.2 
17.39  0.8 
48.24  0.6 
42.59  0.6 

3.13  6 
1.11  21 
1.66  8 
-13.05  def 

3.51  7 

0.80  4.4 
0.60  2.6 
1.68  12.6 
1.10  4.1 
1.12  4.5 

890  953       Liquid  Air 

891  741      American  Can 

892  932      Reynolds  Metals 

893  524      Am  Natural  Resources 
893     737      Ideal  Basic  Inds 

-19.6 

-19.7 

-19.7 

-19.8t 

-19.8 

34%-  14 1/2        20 '/: 
45'/4-  25%  31'/s 
40%-  18%  26 
56 1/2-  25%  36i/2 
36'/4-  11%  18% 

21.58  0.9 
53.79  0.6 
68.08  0.4 
35.33  1.0 
28.96  0.6 

2.30  9 
-6.89  def 
-1.40  def 

7.65  5 
-1.18  def 

1.60  7.8 
2.90  9.3 
1.00  3.8 
3.00  8.2 
0.60  3.3 

895  920       Crown  Zellerbach 

896  866       Eagle-Picher  Inds 
896     718       H  K  Porter 

896     912       Portland  Genl  Elec 
899     670  Dayco 

-19.9 
-20.0 
-20.0 
-20.0 
-20.1 

62%-  15%        2  7 '/. 
25%-    9%  15 
75    -  48  48 
20%-  10%  15V2 
17%-    6%  9% 

41.43  0.7 
22.29  0.7 
129.98  0.4 
17.63  0.9 
22.93  0.4 

1.81  15 
1.22  12 
2.53  19 
3.09  5 
0.30  33 

1.00  3.7 
0.96  6.4 
1.00  2.1 
1.74  11.2 
0.16  1.6 

900  914      Toledo  Edison 

901  836      DEKALB  AgResearch 

902  996  Chrysler 

903  559       Data  General 

904  706       American  Bakeries 

-20.4 
-21.5 
-21.8 
-21.8 
-22.0 

25'/2-  15  20 
60'/4-  12%  15% 
13%-    3  9% 
87%-  20'/4  39% 
18%-    8  lO'/s 

23.50  0.9 
28.40  0.5 
-8.61  NE 
36.42  1.1 
16.76  0.6 

3.16  6 
1.46  11 
1.07  9 
1.83  22 
-2.05  def 

2.36  11.8 
0.72  4.6 
none  0.0 
none  0.0 
none  0.0 

905  819       Consumers  Power 

906  721       Am  trace 

907  896       Emery  Air  Freight 

908  730      Caterpillar  Tractor 

909  930       Ohio  Edison 

-22.3 
-22.7 
-22.8 
-23.0 
-23.1 

25%-  15%  18% 
32%-  14%  17 
28%-    7  15% 
73%-  33%  42% 
19%-  10%  15 

27.78  0.7 
34.63  0.5 
4.97  3.2 
42.36  1.0 
15.94  0.9 

3.19  6 
0.85  20 
0.71  22 
1.45  29 
2.11  7 

2.44  13.0 
1.32  7.8 
0.50  3.1 
1.50  3.6 
1.76  11.7 

909     810      Del  E  Webb 

911  657  Lukens 

912  788  Pennwalt 

913  442      Kaiser  Steel 

914  880  Research-Cottrell 

-23.1 
-23.2 
-23.2 
-23.4 
-23.6 

38    -    4%  10 
19   -    8%  11 
42%-  21%  29% 
50%-  13%  17% 
26%-    9%  15% 

13.25  0.8 
27.37  0.4 
37.32  0.8 
34.63  0.5 
21.15  0.7 

-0.32  def 
0.90  12 
2.96  10 
0.62  28 
2.40  7 

none  0.0 
0.72  6.5 
2.20  7.4 

none  0.0 
0.32  2.0 

915  963  Certain-teed 

916  448  Seafirst 

917  881       Cincinnati  G  &  E 

918  916  Koppers 

919  775       Amer  Hoist  &  Derrick 

-23.8 
-24.5 
-24.9 
-25.3 
-25.5 

247/s-  10  18 
33%-  12%  17% 
23%-  14  17% 
35%-  11%  17 
26%-    8%  13% 

19.71  0.9 
35.51  0.5 
19.68  0.9 
23.11  0.7 
30.66  0.5 

-1.53  def 
-0.61  def 
2.55  7 
0.79  22 
-0.04  def 

none  0.0 
1.44  8.1 
2.16  12.4 
1.40  8.2 

none  0.0 

920  901      American  Elec  Power 

921  815      Republic  Steel 

922  979      Yellow  Freight  System 

923  878  Ingersoll-Rand 

924  981      Bird  &  Son 

-25.6 
-25.8 
-26.4 
-27.9 
-27.9 

24%-  15%  18% 
32%-  14%  16% 
33%-  10%        20  % 
80    -  35%  41% 
25%-    4%  14% 

20.42  0.9 
102.64  0.2 
15.68  1.3 
60.74  0.7 
18.04  0.8 

2.15  8 
-9.99  def 
0.96  21 
5.65  7 
-5.20  def 

2.26  12.5 
0.50  3.0 
0.84  4.1 
2.60  6.3 
none  0.0 

925  931  Bucyrus-Erie 

926  814      Diamond  Shamrock 

927  898  Graniteville 

928  796       A  O  Smith 

929  982      Ford  Motor 

-28.5 
-29.1 
-30.1 
-30.6 
-31.7 

271/2-  10%  15% 
39%-  16%  21 
17%-    8%  9% 
24%-    7%  9% 
51%-  15%  31% 

19.68  0.8 
20.68  1.0 
23.35  0.4 
43.07  0.2 
61.11  0.5 

1.29  12 
2.60  8 
-1.85  def 
-2.98  def 
-6.38  def 

0.88  5.7 
1.76  8.4 
none  0.0 
none  0.0 
none  0.0 

930  929  Revlon 

931  539       Chromalloy  American 

932  659  Nashua 

933  757  Rexnord 

934  939      No  Indiana  Pub  Svc 

-33.1 
-33.9 
-34.4 
-34.5 
-34.6 

59    -  22%  29% 
28%-    7%  10% 
38    -    8%  13% 
21%-    8%  11% 
19%-  10  12% 

29.37  1.0 
21.47  0.5 
31.08  0.4 
18.88  0.6 
16.05  0.8 

2.97  10 
-2.17  def 
•   -0.95  def 
0.51  22 
0.81  15 

1.84  6.2 
none  0.0 
0.40  3.0 
0.40  3.5 
1.50  12.0 

935  588  Dravo 

936  488  Marion 

937  398  McDermott 

938  969      Inland  Steel 

-35.1 
-35.4 
-35.8 
-36.0 

33%-    9%  12% 
16%-    2%  3% 
46%-  14%  18% 
41%-  18%  24% 

1 

18.91  0.6 
5.70  0.5 
32.21  0.6 
61.35  0.4 

0.40  30 
-0.94  def 

4.19  4 
-4.42  def 

0.50  4.1 
none  0.0 
1.80  9.9 
0.50  2.0 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  30,  19T7  to  Nov  17,  1982  For  comparison,  the  five-year  change  in  the  Consumer  Price  Inc 

was  58%. 

'Not  ranked  last  year    ttThree-year  price  change    tPrice  change  does  not  reflect  the  value  of  shares  received  in  spinoff    NM:  not  meaningful. 

NE:  negative  equity,    def:  deficit. 
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i  io's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1978-82 

price/ 

12-month 

Price/ 

Indicated 

ank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

t:  fil 
31 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

1  926 

United  States  Steel 

-36.1% 

OJ  /4 — 

1  A 
1  O 

20'/» 

$69.11 

0.3 

$1.06 

19 

$1.00 

5.0% 

ll  830 

Castle  &  Cooke 

-37.1 

19'/2  — 

A  Va 
O  /8 

9 

16.02 

0.6 

-2.09 

def 

none 

0.0 

f  872 

Pittston 

-38.2 

Jt  /4  — 

11/8 

14% 

17.67 

0.8 

1.36 

11 

0.60 

4.2 

977 

Talley  Industries 

-39.3 

15%- 

33/8 

6% 

11.27 

0.6 

-1.65 

def 

none 

0.0 

M  A  pro 

—39.4 

517/8- 

20Vl 

1A 
Z<+ 

on  on 
zu.zu 

l.Z 

0.U0 

O 
O 

1 .80 

7.5 

935 

Pan  Am  World  Airways 

-40.0 

10%- 

Zv8 

3 

11.05 

0.3 

-5.13 

def 

none 

0.0 

983 

Burroughs 

-41.0 

88  - 

27  Vh 

43 

51.88 

0.8 

3.88 

11 

2.60 

6.0 

641 

Raymond  Intl 

-41.1 

36  - 

9% 

13% 

24.39 

0.6 

2.23 

6 

1.00 

7.3 

i  927 

Chic  Pneumatic  Tool 

-41.3 

34 7/s- 

1  \J  /a 

14% 

31.99 

0.4 

-1.17 

def 

none 

0.0 

1      01 Q 

I  713 

Avon  Products 

63  - 

19% 

T  73/, 
Z/  /4 

1  £T  CI 

Ij.jI 

l.o 

1  OA 

z.y4 

0 

y 

2.00 

7.2 

:  857 

UMC  Industries 

-43.9 

22%- 

7% 

9% 

16.98 

0.6 

1.12 

9 

0.60 

6.2 

909 

Colonial  Penn  Group 

-44.0 

38  - 

1 1'/4 

17 

18.83 

0.9 

1.55 

11 

1.40 

8.2 

935 

Western  Air  Lines 

-44.3 

1 4%  - 

3% 

4'/4 

7.59 

0.6 

-4.81 

def 

none 

0.0 

913 

General  Refractories 

-45.2 

14  - 

2% 

4% 

22.03 

0.2 

-5.90 

def 

none 

0.0 

Q7A 

Inco 

33V4- 

77/8 

oi/Q 
y  /8 

1  O.JO 

A  A 
U.O 

— Z.  f  U 

act 

U.zu 

0  0 

1  954 

National  Steel 

-47.3 

3  5%  - 

137/8 

17W 

79.57 

0.2 

-9.07 

def 

1.00 

5.8 

771 

National-Standard 

-48.6 

23%- 

7Vi 

9»/8 

26.11 

0.3 

-2.81 

def 

none 

0.0 

646 

Tiger  International 

-48.9 

34%- 

4% 

8% 

24.76 

0.3 

-4.15 

def 

none 

0.0 

361 

Evans  Products 

-48.9 

26'/2- 

4% 

8% 

23.00 

0.4 

-2.45 

def 

none 

0.0 

Savin 

— **y  .o 

24%- 

4% 

73/. 

J.OU 

1.3 

 A    C  1 

— H.  J  1 

Qcl 

none 

n  n 
U.U 



921 

Hanna  Mining 

-51.8 

44%  - 

16'/2 

18% 

49.22 

0.4 

-1.15 

def 

1.40 

7.7 

886 

Harnischfeger 

-53.3 

26  - 

6% 

8 

21.91 

0.4 

-1.61 

def 

none 

0.0 

745 

Pettibone 

-55.2 

291/4- 

8% 

8'/4 

34.36 

0.2 

-5.95 

def 

none 

0.0 

374 

Revere  Copper 

-56.6 

25%- 

4% 

5% 

33.17 

0.2 

-8.40 

def 

none 

0.0 

73Z 

Allis-Chalmers 

-Oj.  1 

38%- 

6'/4 

y  /8 

AA  £C 

U.z 

O  1  A 

— y.  10 

del 

none 

n  n 
U.U 

987 

Rath  Packing 

-64.8 

8V4— 

i/4 

1% 

-2.13 

NE 

-5.97 

def 

none 

0.0 

976 

Westmoreland  Coal 

-65.1 

42 1/2 - 

14 

15 

23.97 

0.6 

2.06 

7 

none 

0.0 

995 

First  Pennsylvania 

-69.4 

17%- 

2% 

5% 

13.56 

0.4 

-1.68 

def 

none 

0.0 

984 

General  Public  Utils 

-71.9 

2 1  i/s — 

3% 

5% 

22.83 

0.3 

0.54 

11 

none 

0.0 

RIG 

Wickes  Cos 

71  0 

19>/2- 

2 

1  r\A 

Z.UH 

Z.3 

—  1  D.Zo 

aei 

none 

n  n 
U.U 

998 

Commonwealth  Oil  Rfg 

-73.7 

19%- 

1/8 

% 

-3.96 

NE 

-1.42 

def 

none 

0.0 

968 

Manville 

-75.4 

34%- 

4% 

8 

38.36 

0.2 

-0.25 

def 

none 

0.0 

989 

AM  International 

-81.9 

327/s- 

-  % 

2% 

-8.20 

NE 

-8.11 

def 

none 

0.0 

994 

Intl  Harvester 

-84.7 

45 1/2  _ 

2%  ' 

4% 

39.51 

0.1 

-30.01 

def 

none 

0.0 

ooo 
yyy 

Massey-Ferguson 

-M.J 

14%- 

lS/8 

Z  /8 

n  n 

A  A 
0.0 

fl  A/1 

oer 

none 

n  n 
U.U 

997 

Sambo's  Restaurants 

-88.8 

21%- 

5/g 

1% 

-0.19 

NE 

-5.93 

def 

none 

0.0 

992 

Braniff  Intl 

-89.0 

18%- 

l/8 

l'/8 

^1.72 

NE 

-8.86 

def 

none 

0.0 

980 

KDT  Industries 

-92.4 

18  - 

% 

1 

4.96 

0.2 

-11.34 

def 

none 

0.0 

* 

Apple  Computer 

36  - 

10% 

31% 

3.21 

9.8 

1.06 

30 

none 

0.0 

Bruno's 

28%- 

7% 

1  7 

LI 

A  QQ 

1  7 

n  An 

1  c 
1.3 

* 

CIGNA 

SS  1  s- 

31 

48  Vi 

55.80 

0.9 

10.79 

4 

2.30 

4.8 

Consol  Petroleum 

12%- 

% 

% 

2.20 

0.2 

-0.26 

def 

none 

0.0 

* 

CSX 

6OV1- 

36  '/» 

54% 

75.93 

0.7 

7.18 

8 

2.84 

5.2 

: 

Dart  &  Kraft 

71%- 

39% 

68% 

49.81 

1.4 

4.47 

15 

3.60 

5.3 

Dillingham 

22%- 

9% 

001/. 
ZZ  /4 

00  00 
zz.yz 

1  n 

1  on 
1  .yu 

1  z 

n  7n 

U.  f  u 

* 

Engelhard 

32%- 

17 

28% 

14.01 

2.0 

2.45 

12 

0.56 

2.0 

• 

L  B  Foster 

18  - 

3Vi 

5'/4 

8.31 

0.6 

0.52 

10 

0.10 

1.9 

# 

Geo  International 

46V2- 

71/2 

11% 

11.92 

1.0 

1.47 

8 

0.24 

2.1 

580 

Imperial  Corp  of  Am 

16  - 

4% 

15'/8 

19.61 

0.8 

-4.13 

def 

none 

0.0 

Af>7 

4Z/ 

Masonite 

42%- 

17% 

4Z 

AX  A  1 

1  n 

1  .u 

1  XA 

CIcI 

1  30 
1  .oz 

MGM  Grand  Hotels 

17%- 

51/2 

7% 

5.07 

1.5 

0.61 

12 

0.44 

6.0 

* 

MGM/UA  Entertainment 

12%— 

5 

6% 

5.61 

1.2 

0.55 

12 

0.20 

3.0 

• 

Midcon 

32 1/2- 

19% 

25% 

31.53 

0.8 

4.50 

6 

2.08 

8.1 

• 

Nabisco  Brands 

42%- 

25'/8 

38% 

23.94 

1.6 

4.65 

8 

2.05 

5.3 

54'/.- 

17'/4 

7  £.7. 

1  .JO 

A  1 
0. 1 

1  no 

1  c 

1  D 

none 

n  n 

U.U 

Norfolk  Southern 

65  - 

40 '/t 

55% 

51.57 

l.l 

7.62 

7 

2.80 

5.0 

Peabody  Intl 

8%- 

4% 

7'/2 

11.26 

0.7 

0.21 

36 

0.16 

2.1 

\  \ 

Peoples  Energy 

10%- 

7 

10% 

10.30 

1.0 

1.54 

7 

1.00 

9.6 

Phibro-Salomon 

607/s- 

201/8 

56% 

21.69 

2.6 

4.72 

12 

0.94 

1.7 

Primark 

29%- 

21 

26% 

51.24 

0.5 

2.82 

9 

2.40 

9.0 

Richardson-Vicks 

34%- 

20'/; 

31% 

20.55 

1.5 

2.67 

12 

1.48 

4.7 

'  217 

RLC 

lO'/s- 

5% 

8% 

7.72 

1.1 

0.51 

17 

0.20 

2.3 

Swift  Independent 

28%- 

8% 

26% 

14.51 

1.8 

5.51 

5 

1.04 

3.9 

Wilson  Foods 

9%- 

4'/8 

8% 

14.26 

0.6 

2.55 

3 

none 

0.0 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  30,  1977  to  Nov.  17,  1982  For  comparison,  the  five  year  change  in  the  Consumer  Price  Index 
was  58%. 

'Not  ranked  last  year    "Not  ranked  due  to  merger,  spinoff  or  new  issue    NE:  negative  equity    def:  deficit. 
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Faces 

Behind  The  Figures 


Edited  by  Barbara  Ettorre 

After  Wriston 

In  August  1984,  Citicorp  Chairman 
and  CEO  Walter  Wriston  turns  65.  If 
he  retires  then,  as  he  vows  he  will, 
one  of  the  choicest  jobs  in  the  world 
comes  open.  Who  will — or  can — re- 
place Walter  Wriston? 

There's  no  anointed  successor  and 
there  may  not  be  one  for  some  time. 


world  at  the  moment,"  says  Wriston 
in  a  jab  at  longtime  West  Coast  rival 
BankAmerica  (see  p.  76). 

There  is  also  a  fourth  front-runner: 
Paul  J.  Collins,  46,  a  newcomer  to  the 
top  hierarchy  who  runs  one  of  Citi- 
corp's most  successful  operations, 
and  one  that  may  be  a  key  to  its  fu- 
ture— investment  banking.  Collins' 
operation  (which  bank  publications 
are  careful  to  call  "the  Capital  Mar- 
kets Group")  makes  more  than  $100 
million.  "That's  more  than  E.F.  Hut- 
ton,"  Wriston  says. 

Wriston  denies  that  an  earnings  set- 
back would  throw  anyone  out  of  the 
running,  although  a  major  blunder 
could.  "John  Reed  is  building  a  con- 
sumer financial  service  business  that 
lost  one  hell  of  a  lot  of  money — $100 


Citicorp  Chairman  Walter  Wriston 

Out  at  65  and  "hopefully,  notfeetfirst. 


Citicorp  hasn't  had  a  president  since 
the  retirement  of  William  I.  Spencer 
last  July  31,  and  Wriston  doesn't 
think  it  will  ever  need  one  again.  "An 
increasing  number  of  corporations 
don't  have  a  president,"  he  says. 
"General  Electric  hasn't  had  one  for  a 
decade.  At  Citicorp,  the  vice  chair- 
men are  really  chief  executives  of 
their  own  businesses,  so  you  don't 
really  need  a  number  two  to  back  up 
the  CEO." 

Obviously,  that  makes  Citicorp's 
three  current  vice  chairmen — Hans 
H.  Angermueller,  58;  John  S.  Reed, 
43;  and  Thomas  C.  Theobald,  45— 
automatic  contenders.  The  Czecho- 
slovakia-born Angermueller  handles 
legal  affairs  but  carries  considerable 
additional  influence  as  overseer  of 
country-by-country  risk  evaluation. 
Theobald  heads  institutional  bank- 
ing, and  Reed  consumer  banking — 
"the  biggest  consumer  bank  in  the 


million  in  1980  and  $50  million  in 
1981,"  says  the  chairman.  "Nobody's 
taken  anything  from  him,  and  now 
it's  terrific.  It  will  swing  back  to  good 
profitability  in  1983  without  question 
and  account  for  20%  to  30%  of  corpo- 
rate profits  in  the  mid-1980s.  Nobody 
expects  everybody  to  be  perfect  every 
year.  In  other  words,  we  have  not  set 
up  a  contest." 

Not  everyone  agrees.  One  Citicorp 
director  says  the  delay  in  naming 
Wriston's  successor  is  deliberate:  to 
give  the  board — and  Wriston — an  op- 
portunity to  see  how  each  candidate 
behaves  under  pressure. 

The  big  question,  in  any  case,  re- 
mains whether  Wriston,  one  of  the 
most  powerful  and  influential  chief 
executives  in  American  business,  will 
willingly  give  up  the  reins  of  the  bank 
he  has  run  for  12  years.  "Don't  be 
silly,"  snaps  Wriston.  "I'll  be  out  of 
here  at  65 — hopefully,  not  feet 
first." — Ben  Weberman 

Apple  pie 

A.C.  (Mike)  Markkula,  president  and 
chief  executive  of  Apple  Computer, 
has  his  work  cut  out  for  him.  Apple 
makes  its  first  appearance  in  the 
Forbes  Annual  Report  of  American 
Industry  in  this  issue.  Its  sales  fell 
short  of  the  minimum  $400  million 
for  inclusion  last  year,  and  its  debut  is 
spectacular  indeed.  With  an  average 
annual  return  on  equity  of  nearly 
119%,  Apple  is  indisputably  number 
one  in  a  list  of  more  than  1,000  com- 
panies on  that  count — far  ahead  of 
Nike,  its  nearest  rival,  with  97%. 

Can  Apple  keep  it  up?  Of  course 
not,  says  Markkula.  The  bigger  Apple 
grows,  he  notes,  the  harder  growth 


AC.  (Mike)  Markkula  of  Apple  Computer 
"We  don't  react  to  IBM;  they  react  to  us. 
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ed  his  cane  and  wears  house  slippers 
around  his  office  because  his  feet  are 
still  tender  from  the  illness.  And,  he  is 
back  in  action;  his  game,  as  it  was  at 
LTV,  assets. 

Last  year  L.G.  Williams  Co.,  an 
undercapitalized  oil  exploration  and 
operating  company  based  in  Oklaho- 
ma City,  came  to  Ling  with  interests 
in  150  producing  wells,  as  well  as  oil 
leases  waiting  to  be  explored.  Ling's 
company,  Matrix  Energy,  Inc., 
formed  in  1980  and  set  up  for  gas  and 
oil  exploration  and  production  in 
Oklahoma  and  the  Texas  panhandle, 
guaranteed  $18  million  of  LGW's 
debt  and  became  its  partner.  Ling 
figures  that  either  Matrix  will  merge 
with  a  public  company  or  create 
securities  that  can  be  registered  and 
then  publicly  traded. 

Either  way,  Ling  thinks  he  has  a 
head  start  because  L.G.  Williams  al- 
ready has  about  1,200  to  1,500  partici- 
pants— called  "et  als" — in  its  wells. 


FDIC  for  $35  million  in  damages  for 
"the  opportunities  we  missed." 

But  he  clearly  brings  a  new  perspec- 
tive to  business  woes.  "It  is  not  com- 
pletely honest  to  say  that  money 
doesn't  interest  me,"  he  says.  "Now, 
though,  it  is  just  a  way  of  keeping 
score.  My  illness  has  given  me  a  sense 
of  values  that  I  simply  did  not  have 
before." — Stanley  W.  Angrist 

The  last  frontier 

Richard  Shalowitz,  28,  had  been  in 
the  advertising  industry  a  scant  six 
months  wr  ;n  he  set  out  to  pull  off  the 
Madison  Avenue  equivalent  of  Mission 
Impossible — inventing  a  new  adver- 
tising medium.  He  wanted  a  territory 
where  advertising  had  not  yet  pene- 
trated; where  the  audience  was  large 
and  affluent;  and  where  people  were 
in  a  receptive  mood  to  heed  Madison 
Avenue's  blandishments. 
A  tall  order,  but  Shalowitz,  a  smart- 


James  Ling  of  Matrix  Energy 
A  new  perspective. 


[becomes.  Apple's  return  on  equity  in 
(  he  last  12  months  is  33% — not  triple- 

ligit,  to  be  sure,  but  nifty  by  normal 
i  itandards.  He  thinks  Apple  can  keep 

i:hat  up  despite  the  fact  that  the  per- 
L  sonal  computer  market  has  been  roil- 
\  ng  since  the  summer  of  1981,  when 

EM  waded  into  it.  Big  Blue  has  al- 
Bready  captured  a  reported  10%  market 

share  and  is  the  nameplate  other  par- 
t,  ticipants  usually  compare  their  prod- 
ucts with. 

What  is  Markkula  doing  to  fend  off 

the  challenge?  "We  don't  react  to 
•them,  they  react  to  us,"  he  snaps. 
I  Markkula  refuses  to  confirm  market 
i  share  figures  but  he  doesn't  quarrel 
I  with  an  outside  estimate  of  23%  for 
i  Apple.  He  reckons  Apple  will  main- 
j  tain  its  lead  with  LISA,  its  long-await- 
led  third-generation  personal  comput- 
\  er,  expected  to  be  launched  within  the 

next  few  months.  Probably  its  most 
J  important  innovation  is  that  its  soft- 
ware will  allow  users  to  switch  back 
!  and  forth  between  different  func- 
i  tions — between  accounting  and  word 
(processing,  say — without  cumber- 
[  some  disk  changes  as  at  present. 
IBM  is  reportedly  toying  with  the 

idea  of  raising  its  dividend,  but  that  is 
I  not  a  lead  that  Apple,  whose  stock  is 
•  dividendless,  wants  to  follow  anytime 
:  soon.  "I  hope  we  don't  pay  out  until 
;  the  next  century,"  Markkula  chortles, 
i  "As  long  as  our  return  on  equity  re- 
i  mains  higher  than  IBM's,  the  best  use 

for  our  stockholders'  money  is  in  the 

business." — Eamonn  Fingleton 

The  return  of  Ling,  et  al. 

Sixteen  months  ago,  James  Ling,  the 
erstwhile  conglomerator  and  eternal 
optimist,  felt  a  "funny  tingling"  in 
his  legs  and  hands.  Within  days  he 
( could  no  longer  walk,  only  crawl.  A 
i  day  later,  he  couldn't  even  do  that. 
:  His  condition  was  quickly  diagnosed 
as  Guillain-Barre  syndrome,  a  rare 
disorder  of  the  nervous  system.  "I 
was  told  what  I  might  expect  as  the 
disease  ran  its  course,"  he  says  in  a 
voice  that  still  carries  a  trace  of  awe 
as  he  painfully  recalls  those  first  days 
of  the  disease. 

Ling  developed  a  urinary  infection, 
pneumonia  and  respiratory  prob- 
lems— and  a  paralysis  that  left  him  in 
control  of  only  his  left  eyelid.  His 
heart  went  into  fibrillation  three 
times,  and  he  was  given  the  last  rites 
once.  He  made  business  decisions  in 
the  intensive-care  unit  by  blinking  to 
signify  words  as  his  wife  pointed  to  a 
letter  board. 

Eventually,  Ling,  59,  recovered,  to 
the  point  where  he  now  has  full — 
albeit  slow — movement,  has  discard- 


Normally,  the  only  way  for  an  "et  al" 
to  get  his  money  back  is  through 
monthly  royalty  checks.  "They  have 
very  little  luck  finding  a  buyer  for 
their  share  of  a  well,"  he  says.  Ling 
hopes  that  the  "et  als"  will  trade  in 
their  undivided  interest  for  the  securi- 
ties in  a  company  that  has  more  than 
$100  million  in  reserves. 

In  his  office  Ling  keeps  a  baseball 
cap  bearing  the  legend  "I  survived 
Penn  Square  Bank" — with  reason. 
Based  in  Oklahoma,  Ling  had  a  $15 
million  loan  commitment  from  Penn 
Square  Bank,  but  only  $8  million  was 
funded.  "We  had  to  pass  up  a  number 
of  opportunities  because  we  didn't 
have  the  funding  to  take  advantage  of 
them,"  he  says.  He  is  now  suing  the 


ly  tailored  Chicagoan,  reckons  he  can 
deliver  it.  His  brainstorm:  to  turn  the 
U.S.  Customs  form,  which  must  be 
filled  in  by  30  million  air  travelers 
entering  the  U.S.  each  year,  into  a 
glossy  12-page  advertising  brochure. 

The  U.S.  Customs  Service,  sold  on 
the  idea  by  Shalowitz  last  summer, 
will  start  distributing  the  gussied-up 
forms  on  planes  next  month. 
Shalowitz'  company,  Custom  Adver- 
tising, will  pay  printing  and  other 
costs  and  expects  to  rake  in  $3.6  mil- 
lion a  year  in  ad  revenues.  Although 
he  refuses  to  discuss  profits,  he  ad- 
mits that  on  such  revenues  they  could 
reach  at  least  $500,000. 

What's  in  it  for  the  Customs  Ser- 
vice? "Plenty,"  says  Shalowitz.  "They 
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get  the  brochures  free,  saving  them 
$400,000  a  year  for  printing  the  forms 
only.  And  they  can  explain  their  rules 
fully,  which  is  something  they  have 
wanted  to  do  for  a  long  time  but  did 


Moving  around 

"People  have  overreacted  to  the  next- 
day  craze,"  says  Uwe  Steuernagel, 
president  of  Bekins  Express,  Inc.,  the 
newest  (two  months  old)  player  in  the 
burgeoning  airfreight  business.  Un- 
like his  competitors,  Steuernagel  is 
taking  pains  not  to  push  overnight  or 
next-day  delivery. 

With  five  to  ten  large  companies 
already  offering  fast — but  expensive — 
delivery  of  packages  70  pounds  or  less, 
Steuernagel  figures  his  best  shot  is  to 


Custom  Advertising's  Richard  Shalowitz 
Medium  cool. 


not  have  the  money  for." 

The  carrot  for  advertisers,  mean- 
while, is  a  cost  per  thousand  that 
Shalowitz  claims  will  be  less  than 
one-fourth  what  an  airline  in-flight 
magazine  would  cost.  Philip  Morris' 
Marlboro  and  Citicorp's  Diners  Club 
have  already  signed  up. 

Shalowitz,  a  former  nursing-home 
administrator,  got  the  idea  after  he 
joined  Ticket  Holder  Marketing  Co., 
which  supplies  ticket  folders  with  ad- 
vertising inserts  to  airlines.  He  has  an 
undisclosed  but  "substantial"  minor- 
ity stake  in  Custom  Advertising.  The 
majority  of  the  new  company  is  held 
by  his  backer,  Chicago  businessman 
Anthony  Jacobs,  who  is  a  partner  in 
Ticket  Marketing. 

Shalowitz  is  already  looking  for 
more  deals  with  the  government 
(which,  thanks  to  President  Reagan,  is 
sympathetic  to  partnerships  with  pri- 
vate enterprise,  he  points  out). 

How  about  a  jazzed-up  version  of 
the  IRS'  mass-market  horror  sheet, 
Form  1040?  "A  lot  of  people  have  told 
me  I  should  have  a  look  at  it, "  he  says, 
only  half  jokingly  —  Eamonn  Fingleton 


offer  a  lower-cost  alternative — spe- 
cifically, the  50-to- 1,000-pound  ship- 
ment that  doesn't  require  next-day 
delivery.  Steuernagel  is  going  after  the 
industrial  shipper,  especially  elec- 
tronics firms.  The  latter,  he  says,  are 


generally  concerned  more  about  pria 
than  overnight  delivery.  Recent  stud 
ies,  he  says,  show  that  over  the  pas 
three  years  industrial  shipments  tha 
went  by  air  have  declined  8%  a  yea 
and  now  use  surface  transportation 
"We  think  we  can  reclaim  a  lot  of  tha 
business,"  says  Steuernagel,  39, 
German-bom  aviation  engineer  wh() 
has  spent  most  of  his  career  in  air 
freight.  He  worked  for  AirbomJ 
Freight,  Purolator  Courier  and,  unti 
he  joined  Bekins  Express  in  October 
for  Burlington  Northern  Air  Freight] 
its  direct  competitor.  "We're  tellinj 
the  industrial  shipper  we  can  get  i 
there  in  two  or  three  days  at  half  th» 
price,"  says  Steuernagel. 

There  are  risks,  of  course.  Air) 
freight  is  very  new  for  Bekins  Express! 
parent,  Glendale,  Calif. -based  Bekin: 
Co.,  the  biggest  (estimated  1982  vol 
ume,  $325  million)  local  moving  anc 
storage  company  in  the  world.  Bu 
Steuernagel  thinks  that  Bekins  Ex 
press  can  save  customers  30%  to  50% 
of  the  cost  of  other  shippers  by  usinj 
commercial  carriers'  daytime  flights 
With  wide-bodied  jets  averaging  ; 
mere  30%  freight  load  factor  on  thei 
morning  and  afternoon  runs,  Steuer 
nagel  is  currently  talking  with  TWA 
Pan  Am  and  Continental,  among  oth 
ers,  about  all  the  extra  room  in  thei 
bellies.  Rather  than  deploy  its  own 
trucks,  Bekins  Express  will  use  loca 
firms  that  specialize  in  pickup  anc 
delivery  for  airfreight  forwarders  ir 
the  eight  cities  in  which  the  subsid 
iary  currently  operates.  How  mucr 
will  Bekins  spend  to  get  into  air 
freight?  Says  Steuernagel:  "Severa 
million  over  two  to  three  years  before 
we  see  a  return." — Ellen  Paris 


Uwe  Steuernagel  of  Bekins  Express 

Negotiating  for  all  that  extra  room  in  their  bellies. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


16,500,000  Shares 
American  Telephone  and  Telegraph  Company 

Common  Shares 


Price  $60  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

BLYTH  EASTMAN  PAINE  WEBBER 

Incorporated 

THE  FIRST  BOSTON  CORPORATION 

MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

SALOMON  BROTHERS  INC 

GOLDMAN,  SACHS  &  CO.  BEAR,  STEARNS  &  CO.  DILLON,  READ  &  CO.  INC. 

DONALDSON,  LUFKIN  &  JENRETTE  DREXEL  BURNHAM  LAMBERT 

Securities  Corporation  incorporated 

E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO. 

Incorporated 

LAZARD  F  RE  RES  &  CO.     LEHMAN  BROTHERS  KUHN  LOEB     PRC  DENT  I  ALB  ACHE 

Incorporated  Securities 

L.  F.  ROTHSCHILD,  UNTERBERG,  TOWBIN  SHE  ARSON  I  AMERICAN  EXPRESS  INC. 
SMITH  BARNEY,  HARRIS  UPHAM  &  CO.  WARBURG  PARIS  AS  BECKER 

Incorporated  Incorporated 

WERTHEIM  &  CO.,  INC.  DEAN  WITTER  REYNOLDS  INC. 

December  2, 1982 


The  money  manager,  the  adman,  the  uriter,  the  lawyer  and  the  stockbroker  at  Virgin  Gorda 
No  shipper,  no  women,  no  sugar. 


Chartering  a  sailing  yacht  is  cheaper  than 
staying  at  a  luxury  hotel,  but  you  don't 
have  to  dock  a  hotel  room. 


Five  men  in 
a  tub 


ORNINGS   BEGAN   WITH  dol- 

lops  of  rum  in  the  coffee.  We 
i  fortuitously  had  forgotten 
sugar  when  provisioning  the  46-foot 
Morgan  sailing  yacht  we  were  char- 
tering out  of  Tortola,  in  the  British 
Virgin  Islands.  (At  $2.75  a  fifth,  rum 
was  an  economical  and,  for  our  crew, 
appropriate  sugar  substitute.) 

We  were  five — bachelors  all,  male 
all,  taking  a  week  to  cruise  the  most 
popular  sailing  waters  of  the  Caribbe- 
an. Two  of  our  number  had  enough 
sailing  experience  to  convince  the 
Moorings,  a  yacht  chartering  com- 


pany, that  we  could  safely  "bareboat" 
the  Morgan.  Jack,  the  money  man- 
ager, sported  his  brand-new  Offshore 
Sailing  School  diploma;  Qualey,  the 
Washington  stockbroker,  is  a  real 
WASP  and  therefore  knew  how  to  sail 
at  birth. 

The  rest  of  us  could  barely  handle  a 
Sunf  ish  and  thus  shared  the  unglamor- 
ous  chores  aboard,  such  as  cooking, 
hauling  sheets,  unclogging  stopped 
heads,  pulling  up  anchors,  closing  and 
opening  hatches,  tying  improper 
knots  and  getting  yelled  at.  Yet  all  of 
us  had  spells  at  the  wheel — the  Mor- 
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Edited  by  William  G.  Flanagan 

gan  46  is  a  beamy,  comfortable  boat, 
forgiving  to  a  helmsman 's  minor  error. 

Coming  down  Sir  Francis  Drake 
Channel  on  a  clear  day,  you  will  see 
the  puffed-out  sails  of  dozens  of 
yachts  plying  the  deep,  sapphire  blue, 
tepid  water.  Hundreds  of  boats  are 
chartered  out  of  Tortola  and  St. 
Thomas  each  week  during  the  winter 
season,  then  just  about  under  way.  We 
set  sail  on  Thanksgiving,  at  the  start 
of  the  "Christmas  winds" — strong 
trade  winds  that  blow  from  the  east  in 
gusts  of  up  to  20  knots  or  more  and 
make  the  sailing  fast.  Yet  the  string  of 
islands  that  break  up  the  huge  rollers 
from  the  open  ocean  make  the  going 
pretty  smooth.  We  soon  discovered 
that  any  conscientious  sailor  can 
quickly  iearn  to  handle  a  big  yacht  in 
these  waters  without  undue  concern. 

The  biggest  fears  we  had  were  look- 
ing bad  either  tying  up  or  anchoring 
each  night.  The  boat  was  never  in  any 
danger,  but  our  pride  was.  When  we 
tied  up  that  first  afternoon  on  Peter 
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Island  (there  was  no  more  space  for 
anchoring  in  the  harbor)  it  took  three 
nimble  employees  of  the  Peter  Island 
Yacht  Club,  scampering  around  the 
dock  grabbing  lines  and  shouting 
.instructions,  to  save  us  from  an  igno- 
iminious  contact  park.  "It's  tough  to 
|  reverse  a  46-footer  with  a  single 
[ screw,"  Jack,  our  skipper,  deadpanned 
|  after  we  were  secured.  We  did  not 
jj  overnight  at  another  dock  for  the  du- 
ration of  the  trip,  preferring  spots 
jj  where  we  could  simply  drop  the  hook. 

But  this  was  Thanksgiving,  and  we 
were  sentimental  enough  to  want  tur- 
|key  dinner  with  all  the  trimmings, 
t which  the  Peter  Island  Yacht  Club 
I  was  offering.  So  we  braved  tying  up  in 
I  full  view  of  dozens  of  smug  yachts- 
Imen.  It  was  a  Turkey  Day  meal  none 
[of  us  will  forget. 

We  made  an  unusual  crew — no 
I  women,  and  all  over  40.  More  than 
I  one  eyebrow  was  raised  when  we 
i  went  ashore.  "How  did  you  get  your 
i  wives  to  let  you  take  off  for  a  week?" 
t  we  were  asked  more  than  once.  "We 
'  have  no  wives,"  we  replied,  usually  to 
i  quizzical  faces.  Sailing  is  definitely  a 
fecoed  pastime  these  days — except  for 
:i  racing.  But  we  consoled  ourselves 
!  that  having  no  women  aboard  afford- 
ed us  some  luxuries  as  well  as  some 
|  not  inconsiderable  frustration  (espe- 
I  cially  as  the  trip  wore  on).  We  slept  in 
]  our  drawers,  or  less;  we  cursed  like 
the  sailors  we  weren't;  we  told  dirty 
jokes  without  reservation  (and  usual- 
ly   without    much    response);  we 
burned  the  toast  and  browned  the  eggs 
in  the  morning  and  didn't  care.  We 


Finding  charter  boats 


Chartering  a  sailing  yacht,  with  or  without  a  skipper,  has  become  so 
popular  that  you'll  find  boats  for  hire  now  everywhere  from  Tahiti  to 
Turkey,  from  the  Thousand  Islands  to  New  Zealand.  The  question  is: 
How  do  you  find  a  boat  when  and  where  you  want  one? 

Most  good  travel  agents  have  contacts  with  charter  services  and 
brokers  that  represent  charter  companies  or  even  individual  owners  who 
put  their  boats  up  for  charter.  But  if  you  want  to  pick  and  choose  among 
charterers  and  deal  directly  with  folks  who  maintain  the  boat  you  rent, 
there  are  three  excellent  sources. 

Charter  World  International  is  a  slender  but  fact-filled  magazine  pub- 
lished six  times  per  year  that  is  devoted  solely  to  yacht  chartering.  Its 
editorial  content  is  devoted  mainly  to  first-person  accounts  of  trips  on 
chartered  yachts  all  over  the  world  and,  naturally,  it  carries  a  solid 
amount  of  advertising  by  charter  companies.  Write  Charter  World  Interna- 
tional, Box  1043,  Manhasset,  N.Y.  11030.  Cost  is  $10  per  year. 

Sail  magazine  devotes  part  of  one  issue  each  year  to  chartering;  this 
year  it  was  the  September  issue.  Many  charter  companies  advertise  in 
that,  and  other,  issues.  Sail  is  available  at  $2.25  per  copy,  or  $19.75  for  a 
year's  subscription  of  12  issues.  Write  Sail  magazine,  P.O.  Box  10210,  Des 
Moines,  Iowa  50336. 

Yachting  magazine's  August  issue  each  year  features  chartering  and 
charter  services.  Annual  subscription  is  $18.  Write  Yachting,  P.O.  Box 
2704,  Boulder,  Colo.  80302.— W.G.F. 


had  that  rum-dolloped  coffee  to  wash 
it  all  down.  (On  the  fourth  day,  pick- 
ing up  ice  and  some  other  supplies  at 
the  Virgin  Gorda  Yacht  Club,  the  go- 
fer was  cautioned:  "Don't  forget  to 
forget  the  sugar!") 

Our  itinerary  was  blissfully  simple: 
We  woke  each  morning,  hauled  out 
the  charts  and  decided  where  we 
would  sail.  From  Peter  Island  to  Jost 
Van  Dyke  to  Marina  Cay  to  Drake's 
Anchorage  in  Virgin  Gorda  Sound,  to 
the  Baths  at  the  base  of  the  island,  to 


Norman  Island  and  then  back  to  the 
Moorings  dock  on  Tortola.  We  had 
fine,  stiff  breezes,  plenty  of  sunshine 
(and  a  dozen  or  so  brief  showers)  and 
plenty  of  time  to  cool  out.  Each  day 
we  felt  compelled  to  do  fewer 
things — swim  and  snorkel  less,  make 
less-ambitious  meals,  drink  and  play 
cards  less.  We  adapted  quickly  to  the 
local,  Caribbean  pace.  Some  evenings 
the  loudest  sounds  on  board  were  the 
pages  of  paperbacks  turning. 

One  of  our  number,   a  lawyer, 
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cooled  out  especially  well.  It  was  the 
fourth  day  by  the  time  we  realized  he 
had  not  done  a  damned  thing  aboard 
except  clean  the  galley  after  lunch  one 
day — when  we  had  sandwiches  on  pa- 
per plates.  We  had  decided  not  to  be 
too  organized  about  chores,  aside 
from  the  skipper's  obvious  duties,  and 
simply  volunteered  to  do  what  had  to 
be  done  as  the  needs  arose.  The  unvol- 
unteering  lawyer  was  assigned  to  un- 
stop a  clogged  head. 

Most  of  us  had  been  in  the  military 
and  easily  adapted  to  the  male  group- 
living  aboard.  We  had  learned  when  it 
was  prudent  not  to  correct  someone, 
to  let  an  outrageous  boast  go  unchal- 
lenged, to  permit  the  tales  of  amorous 
conquests  to  run  from  one  exaggera- 


te vessel  Charade  at  anchor  off  Drake's  Anchorage 
At  night,  the  pages  of  paperbacks  turning. 


tion  to  another.  "You  guys  are  going 
to  drive  yourselves  crazy  talking  like 
that,"  the  adman  would  say,  as  he 
strained  through  the  binoculars — eye- 
balling  the  bikini-clad  maidens  who 


seemed  to  decorate  every  yacht's  deck 
in  the  world  except  ours. 

As  the  pace  slowed,  our  evening 
card  games  got  shorter  and  shorter, 
and  we  usually  were  fast  asleep  by 


A  landlubber's  cautions  on  bareboating  in  the  B.V.I. 


If  you  charter  a  boat  with  a  skipper,  or  with  skipper 
and  cook,  the  most  taxing  thing  you  may  have  to  do 
all  day  is  swallow.  But  bareboating  a  yacht  leaves  the 
decision-making  and  the  operation  of  the  boat  to  you 
and  your  fellow  crew  members.  Here  are  some  tips 
learned  the  hard  way: 

•  Murphy's  Law  rules  the  waves.  Expect  things  to  go 
wrong;  you  won't  be  disappointed.  Some  will  be  your 
fault;  some  the  fault  of  the  people  who  maintain  the 
boat;  others  can  best  be  blamed  on  the  Almighty.  We 
had  an  old,  balky  engine  on  the  dinghy,  which  meant  a 
lot  of  rowing  for  a  spell  and  also  raised  the  specter  of 
"What  if?"  Another  morning,  after  letting  the  batteries 
run  down,  we  discovered  we  needed  a  jump  start  from  a 
shore  station.  (Most  major  charter  companies  monitor 
the  radio  closely  and  have  chase  boats  to  come  to  the 
aid  of  yachts  that  have  serious  problems.)  Heads  got 
clogged — grisly  things  to  unstop — because  we  didn't 
take  enough  care  to  listen  to  the  instructions  at  the 
dock  before  leaving.  Moral:  Don't  leave  the  dock  with- 
out understanding  the  boat's  operation  completely. 
That's  what  the  dockmaster  is  there  for. 

•  Food.  There  are  many  good  places  to  dine  ashore 
(Peter  Island,  Drake's  Anchorage,  Bitter  End,  Cane  Bay, 
Little  Harbor,  Jost  Van  Dyke,  etc.).  Since  most  yachts 
are  equipped  with  ice  boxes,  not  refrigerators  and  freez- 
ers, don't  buy  too  much  fresh  meat  or  frozen  foods. 
Plan  on  taking  on  more  ice  along  the  way,  and  don't 
forget  to  pump  out  waste  water  from  the  ice  boxes  each 
day.  Make  big  breakfasts — you  never  know  when  you'll 
have  lunch. 

Barbecuing  off  the  stern  (boats  come  equipped  with 
specially  designed  grills)  is  a  great  idea— as  long  as  the 
weather  cooperates.  Breezes  can  pick  up  in  the  even- 
ings, and  brief  downpours  are  common.  Moral:  Have  a 


backup  plan  if  you  hope  to  barbecue  on  board. 

•  Footwear.  Whatever  you  wear — Topsiders  or 
sneakers — keep  your  feet  covered  except  when  swim- 
ming. We  had  three  foot  injuries  (split  and  jammed 
toes)  to  our  complement  of  five,  all  suffered  at  anchor. 
None  would  have  occurred  had  the  injured  been  wear- 
ing footwear.  Dumb,  dumb,  dumb. 

•  Books.  Bring  several.  You  will  have  plenty  of  time 
to  read.  If  you  forget,  scour  the  stalls  in  the  airport  at 
San  Juan  (if  that's  the  way  you  reach  the  islands).  Once 
in  the  B.V.I.,  you'll  be  hard  pressed  to  find  any  decent 
reading  material. 

•  Pay  a  skipper?  If  you  have  doubts  about  your  abili- 
ties to  handle  a  large  sailboat  and  have  never  been  on 
one  before,  you  will  have  to  take  a  skippered  boat — 
which  costs  only  about  $10  per  person  a  day  additional 
and  can  bring  a  lot  of  peace  of  mind.  But  if  you  are 
indeed  a  sailor,  with  solid  experience,  you  can  probably 
handle  even  a  46-footer  competently.  If  in  doubt,  you 
can  hire  a  skipper  for  two  days,  then  bareboat.  Boats 
available  for  charter  are  designed  to  handle  easily,  not 
win  transatlantic  races.  And  note:  Sailing  at  night  is 
strictly  forbidden.  There  are  too  few  marks  to  go  by. 

•  Figuring  costs.  A  typical  fee  for  a  full  week  on  a  46- 
footer  is  $2,366  in  winter  (Dec.  16toApr.  15)and$l,512 
in  the  off-season.  That  excludes  food.  So  six  passengers 
can  be  accommodated  for  less  than  $400  per  person  for  a 
week,  in  season.  Figure  another  $25  per  person  per  day 
for  food  and  beverages,  more  if  you  take  many  meals 
ashore.  If  you  want  a  skipper  aboard,  add  another  $60  a 
day;  and  $45  for  a  cook,  plus  tips.  Note:  There  are  plenty 
of  deals  on  air  fare  to  San  Juan,  from  which  you  catch  a 
plane  to  Beef  Island,  Tortola.  Shop  before  you  make  your 
airline  reservation.  And  check  with  your  chartering 
company.  Some  offer  special  discounts. — W.G.F. 


268 


FORBES,  JANUARY  3,  1983 


!  Heeling  in  a  stiff  breeze 
Jib  and  mainsail  hard  as  clamshells. 


10:30  each  night,  and,  of  course,  we 
all  rose  at  the  crack  of  dawn.  We  tried 
j  to  get  a  very  early  start  sailing  each 
day,  for  that  was  really  what  we  came 
for,  and  got  plenty  of.  Sliding  silently 
through  the  light  chop,  the  jib  and  the 
mainsail  filled  with  wind  and  hard  as 


clamshells,  the  chatter  stopped  and 
we  all  listened  to  our  own  souls.  Sail- 
ing does  that  to  you. 

The  sparsely  populated  islands  slid 
by,  occasionally  beckoning  us  in  for  a 
swim,  snorkeling  and  some  explora- 
tion. Sandy  Cay,  with  its  chalky  sands 


and  boulders,  where  colorful  reef  fish 
danced  in  the  surge.  Marina  Cay, 
thick  with  sea  urchins,  where  the 
ship's  bucket  fell  overboard  and  I  had 
a  chance  to  prove  my  diving  prowess, 
fetching  it  from  3 1  feet.  A  small,  se- 
cluded cove  known  as  Honeymoon 
Beach,  on  aptly  named  Mosquito  Is- 
land, where  we  all  made  mental  notes 
to  return — with  company.  The  fa- 
mous Baths  at  Virgin  Gorda,  with  hid- 
den pools  and  smooth,  giant  rocks 
licked  by  the  warm  Caribbean.  The 
caves  of  uninhabited  Norman  Island, 
supposedly  the  inspiration  for  Trea- 
sure Island. 

Finally,  it  was  time  to  return  to  the 
Moorings,  and  suddenly  apprehen- 
sions resumed,  like  the  dark  clouds 
that  would  suddenly  appear  from 
time  to  time.  We  had  to  look  good 
tying  up,  where  close  to  a  hundred 
other  boats  were  docked.  But  a  week 
at  the  helm  had  given  our  skipper 
confidence,  and  our  WASP  navigator/ 
adviser  whispered  instructions  when 
he  showed  uncertainty.  We  slid  in  as 
gently  as  a  calm  surf  leaves  driftwood 
on  a  beach.  Cockily  we  strolled 
ashore,  as  if  we  had  all  just  sailed  the 
Atlantic  single-handed. — W.G.F. 


Down  Mexico  way 

Is  it  true  that  Mexico's  devalu- 
ations and  economic  troubles  have 
made  it  a  visitor's  bargain?  Forbes 
sent  this  reporter  south  of  the  border 
to  investigate.  In  a  word,  yes. 

Over  the  past  year  the  number  of 
pesos  that  a  dollar  buys  on  the  free 
market  has  almost  quintupled,  to 
about  125.  In  the  same  period,  peso 
prices  in  Mexico  have  merely  doubled. 
Result:  great  values  for  tourists.  Amer- 
ican Express,  for  example,  is  selling  a 
one-week  tour  of  Mexico  City  and 
Acapulco  for  $458  per  couple  (exclud- 
ing air  fare  and  meals ).  A  nearly  identi- 
cal package  for  both  cities  last  winter 
cost  $1,050. 

Not  all  travelers  have  been  getting 
the  benefit  of  that  125-peso  rate.  Until 
recently  the  Mexican  government  has 
maintained  an  artificial  rate  of  70  pe- 
sos at  which  the  dollar  was  supposed 
to  trade  everywhere  outside  certain 
cities  near  the  U.S.  border.  But  newly 
inaugurated  President  Miguel  de  la 
Madrid  intends  to  largely  abandon 
that  practice  in  favor  of  a  freer-float- 
ing currency. 

The  old  exchange  controls  dictated 
that  no  more  than  5,000  pesos  ($40 
worth  at  the  free-market  rate)  could 
be  brought  into  the  country.  The  ob- 
jective was  to  force  tourists  to  convert 
their  currency  inside  Mexico  at  the 
unfavorable  rate,  with  the  benefit  ac- 


cruing to  the  nationalized  banking 
system.  But  there  was  ambivalence 
about  enforcing  the  rules,  since  Mexi- 
co wants  the  tourists.  "Off  the  record, 
no  one  will  search  you,"  volunteered 
one  Mexican  official  last  fall. 

Whether  or  not  the  exchange  con- 
trols have  been  formally  relaxed  by 
the  time  you  visit  Mexico,  you  will 
probably  find  it  worth  your  while  to 
shop  around  for  a  good  rate.  At  JFK 
Airport  in  New  York  City,  for  exam- 
ple, Deak-Perera  was  recently  offering 
to  sell  pesos  at  100  to  the  dollar,  and 
buy  at  130.  The  spread  narrowed  to 


125/140  at  Texas  Foreign  Exchange  in 
Houston.  Cab  drivers  working  out  of 
Mexico  City's  airport  were  offering 
(then  illegally)  100  pesos  to  the  dollar. 

But  even  at  70  pesos  per  dollar, 
Mexico  City  can  be  a  great  place  for 
bargains — depending  upon  what  you 
are  buying.  The  Henry  Moore  exhibit 
at  one  of  Chapultepec  Park's  many 
museums  is  15  pesos.  A  ride  on  the 
squeaky-clean  rubber-tired  subway  is 
1  peso.  A  bottle  of  Kahlua  at  the  su- 
permarket is  280  pesos.  (But  imported 
wine  at  any  restaurant  v/ill  cost  you 
dearly.  There  the  exchange  rate  works 


San  Angel  Inn,  in  soutlnvest  Mexico  City 

Dinner  for  two,  including  wine  and  tip,  about  $25. 
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against  you,  and  there  are  import  du- 
ties, to  boot.) 

Textiles  or  pottery  at  the  many 
crafts  markets  are  likely  bargains — 
especially  if  you  can  haggle — as  is  em- 
broidery of  all  sorts.  Mexican  leather 
goods,  at  their  best,  are  among  the 
best  in  the  world  and  now  may  well 
be  the  cheapest.  About  the  only  thing 
that  is  not  necessarily  a  steal  is  your 
hotel.  Consider  the  Maria  Isabel 
Sheraton.  At  4,000  pesos  and  up  (in- 
cluding a  10%  tax,  $63  at  official 
rates),  it  ought  to  be  deluxe.  It  isn't. 


One  recent  visitor  found  his  room 
needing  new  paint  and  plumbing,  and 
a  light  fixture  delivered  an  electric 
shock.  Overall,  it  was  acceptable  but 
no  more  comfortable  than  a  $63  hotel 
room  in  the  U.S.  On  the  other  hand,  a 
recent  guest  at  Mexico  City's  Camino 
Real  found  the  room  spotless,  the  ser- 
vice excellent  and  the  prices-=-3,500 
pesos  and  up,  increasing  to  4,300  on 
Jan.  9 — quite  reasonable  for  a  hotel  of 
this  quality. 

Dining  is  likely  to  come  as  a  pleas- 
ant surprise,  even  at  places  frequented 
by  tourists.  The  San  Angel  Inn,  for 
example,  a  beautiful  restaurant  en- 
sconced in  a  corner  of  a  converted 
monastery,  about  seven  miles  from 
downtown  and  popular  with  Ameri- 
cans, serves  both  continental  and  lo- 
cal cuisine  at  what  are  not  far  from 
McDonald's  prices.  Veal  scallops  are 
370  pesos,  mousse  a  l'orange  is  90. 
Local  dishes  such  as  chicken  in  hot 


pepper  and  chocolate  sauce  or  crepes 
with  huitlacoche  (a  delicately  flavored 
black  fungus  that  grows  on  corn)  are 
even  less.  A  full  dinner  for  two,  with 
wine,  tax  and  tip,  could  run  as  little  as 
2,400  pesos — $34  at  the  official  rate, 
$20  if  you  buy  your  pesos  unofficially. 

In  short,  Mexico  is  as  visit-worthy 
as  ever  and  a  bargain  for  the  first  time 
in  years.  Don't  believe  those  stories 
about  the  country's  being  on  the  verge 
of  erupting  into  violence.  The  govern- 
ment has  things  well  in  hand  and  the 
new  president  is  inspiring  confidence, 
both  among  Mexicans  and  foreign 
businessmen  who  deal  with  Mexico. 

And  paying  for  the  trip  should  be 
simpler.  Under  the  old  exchange 
rules,  playing  the  currency  game 
meant  carrying  a  lot  of  cash — pesos  or 
dollars — because  credit  card  charges 
and  traveler's  checks  were  converted 
at  the  unfavorable  rate.  That  should 
change  soon. — William  Baldwin 


"Confidential- 

If  paper  shredders  make  you  think  of 
cloak-and-dagger  activities,  it  may 
be  time  to  get  hip.  These  machines  can 
be  vital  to  any  office  that  regularly 
generates  and  discards  confidential 
wastepaper.  Consider  these  incidents: 
•  A  New  Jersey  office  of  E.F.  Hutton 
threw  away  a  batch  of  customer  finan- 
cial statements 
by  bagging 


please  shred" 

them  and  placing  the  bags  outside  the 
office.  One  bag  burst  and  the  papers 
went  flying,  many  of  them  to  the  yard 
of  a  neighbor.  The  neighbor  com- 
plained but  Hutton  didn't  listen.  The 
neighbor  then  mailed  some  of  the 
statements  to  Hutton's  customers. 

•  A  discarded  batch  of  Columbia 
Pictures'  and  Arista 
Records'  com- 


puter printouts  were  loaded  onto  a 
truck.  The  driver  left  the  hopper 
slightly  open  and  the  sheets  landed  on 
a  Manhattan  street,  creating  a  notice- 
able mess.  On  the  sheets,  in  full  view 
of  passersby,  were  both  firms'  recent 
sales  data. 

•  A  man  perused  the  trash  of  a  New 
York  law  firm  and  found  documents 
pertaining  to  a  case  in  progress.  He 
called  the  opposing  law  firm  offering 
to  sell  the  papers.  The  second  firm 
refused,  and  instead  called  the  first 
firm  and  suggested  it  invest  in  a 
shredder. 

An  estimated  $35  million  in  shred- 
ding equipment  was  bought  in  the 
U.S.  last  year.  That  may  not  seem  like 
much,  but  it's  an  indication  that 
businesspeople,  government  and 
school  officials  and  others  are 
aware  of  the  problems  that  can 
arise  when  information-rich  waste 
ends  up  in  the  wrong  hands. 

Most  organizations  of  any  size 
that  do  not  use  shredders  arrange 
to  have  their  wastepaper  picked  up 
each  evening  by  a  hauling  firm. 
The  paper  is  trucked  to  a  ware- 
house, where  it  is  sorted  into  piles 
of  various  qualities,  and  the  best 
paper  is  sold  for  recycling. 

Some  haulers  assure  the  custom- 
er his  cast-off  paper  will  not  end  up 
in  unfriendly  hands.  However, 
most  haulers  make  no  such  guar- 
antee (and  thus  charge  less  for  their 
services).  If  you  use  a  hauling  ser- 
vice, the  odds  are  that  its  personnel 
have  no  interest  in  selling  your  se- 
crets, but  if  they  were  interested 
there  would  be  little  you  could  do 
to  stop  them. 
This  is  why  shredders  continue 
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0  sell  steadily.  These  machines  can 
educe  paper,  cardboard,  credit  cards, 
nicrofilm — and  sometimes  even  met- 

1  plates — into  strips  of  varying 
widths,  into  confetti,  into  "hair-fine 
nicroparticles." 

Shredders  come  in  desk-top  models, 
rash  can  look-alike  models  ( "design  - 
:r  shredbaskets")  and  bulky,  1,000- 
>ound  units  with  attachments  like 
lydraulically  operated  balers.  The 
irand  names  are  marvelously  sugges- 
ive:  Destroyit  Cross-Cut,  Destroyit 
iuper-Speed  ("bulldog  shredding  pow- 
:r"),  Shredmaster  Magnum  1644, 
-leavy  Duty  Shredmaster  1200,  Inti- 
nus  007  ("works  for  Scotland  Yard"). 

About  60%  of  the  machines  sold 
lere  are  imports,  mainly  British  and 
merman;  most  of  the  rest  are  made 
)y  the  General  Binding  Corp.  of 
^orthbrook,  111.,  which  is  fast  cut- 
ing  into  the  Europeans'  market 
ihare.  Some  big  national  distributors 
'ire  Ecco  Business  Systems,  Cum- 
nins-Allison  Corp.  and  Michael 
business  Machines.  To  find  a  shred- 
ler  dealer  or  distributor,  look  in  the 
fellow  Pages  under  "paper  shredding 
nachines." 

Costs,  of  course,  range  all  over  the 
ot,  depending  on  what's  to  be  chewed 
jp,  how  fast  and  to  what  width.  A 
.vastebasket  unit  to  be  used  by  an 
jidividual  might  cost  anywhere  from 
5300  to  $700.  These  small  units  hum 
quietly  when  fed,  need  little  mainte- 
nance and  are  simple  to  use. 

Work-area  units  suitable  for  use  by 
i  dozen  or  so  workers  run  from  $800 
to  $2,500.  Such  models  typically 
:ome  equipped  with  baskets  or  racks 
that  are  lined  with  plastic  bags. 
These  models  can  chew  up  several 
sheets  at  once,  and  with  many  mod- 
sis  you  needn't  remove  staples  or 
paper  clips. 

Heavy-duty  shredders  with  con- 
trolled-feeding  (ideal  for  computer 
printouts)  and  hydraulic-baling  fea- 
tures and  huge  appetites  (say,  500 
pounds  to  1,000  pounds  per  hour)  cost 
between  $8,000  and  $20,000.  They  are 
generally  no  more  difficult  to  operate 
than  the  smaller  units. 

Shredders  come  highly  recom- 
mended by  firms  now  using  them. 
The  New  York  City  headquarters  of 
the  IRS,  for  instance,  feeds  into  its  22 
shredders  (one  per  floor)  "anything 
that  contains  taxpayer  return  infor- 
mation," says  Robert  Carroll,  disclo- 
sure officer.  By  law,  the  IRS  must 
"protect"  such  information,  though 
not  necessarily  by  shredding  it.  So 
why  shred?  "It's  the  most  economi- 
cally feasible  way  to  do  it,"  says  Car- 
roll. Two  options:  burning  (too  much 
pollution)  and  pulping  (for  extra-big 


"The  Sherlock  of  schlock1 


Probably  no  one  has  done  more  to  advance  the  fortunes  of  shredder 
manufacturers  and  sellers  than  A. J.  Weberman.  Weberman  has  made 
a  name  for  himself  as  the  country's  premier  "garbologist"  by  purloining 
the  trash  of  the  famous  and  wealthy  and  taking  it  home  for  close 
scrutiny.  In  his  book  My  Life  in  Garbology  Weberman  described  the 
greatest  potential  of  his  avocation: 

"The  lives  of  the  rich,  famous  and  powerful  [can]  be  penetrated,  great 
secrets  revealed,  plain  truths  brought  to  light  from  beneath  the  glittery 
facade.  Garbology  [is]  a  new  weapon  in  the  war  against  lies,  injustice  and 
faceless  bureaucracy." 

From  former  Attorney  General  John  Mitchell's  trash  Weberman  ex- 
tracted letters.  He  wrote,  "Mitchell's  mail  was  running  against  him  2-to- 
1 !  Even  his  junk  mail  seemed  to  be  slanted  against  him;  someone  sent 
him  a  booklet  of  career  opportunities  from  the  LaSalle  Extension 
School — a  handy  thing  to  have  around  when  you're  facing  disbarment!" 

In  a  chapter  entitled  "The  Sludge  of  a  Judge  Who  Holds  a  Grudge," 
Weberman  described  his  "garbanalysis"  of  Judge  John  J.  Sirica  of  Water- 
gate fame:  "The  Siricas  had  income  from  various  sources,  including  a 
substantial  trust  (January  receipts:  $3,950),  yet  they  lived  rather  modest- 
ly on  ordinary  fare  such  as  fried  chicken,  canned  tuna  and  Lipton  soup." 
Other  subjects  of  Weberman's  garbanalysis:  Jackie  Onassis,  Spiro  Agnew 
and  Bob  Dylan. 

In  the  penultimate  chapter  of  My  Life  in  Garbology  he  speaks  of  a 
"Freedom  of  Garbological  Information  Act."  Such  legislation  would 
"make  possession  of  a  shredder  a  capital  crime,  and  anyone  caught  in 
possession  of  such  contraband  would  face  mandatory  shredding." 

Weberman  recently  asserted  that  his  book  is  "the  greatest  boon  to 
paper  shredders  ever  written." — K.M. 


jobs  only). 

The  New  York  law  firm  Mudge 
Rose  Guthrie  &  Alexander  uses  a  Des- 
troyit Cross-Cut  for  the  top-secret 
trash  of  its  150  attorneys.  The  firm 
bought  the  machine  a  few  years  ago 
and  uses  it  10  to  15  hours  a  week.  "It's 
easy  to  operate,"  says  Joseph  Vitale, 
office  services  manager.  "You  put  the 
switch  on  and  feed  paper  in.  One  bag 
fills  in  three  to  four  hours."  Knowing 
their  private  papers  won't  end  up  in 


enemy  hands  provides  "a  sense  of  se- 
curity" for  the  firm's  lawyers,  says 
Vitale. 

The  volume  of  shredworthy  stuff 
recently  overtook  the  capacity  of  pub- 
lisher Doubleday's  two  wastebasket- 
size machines.  Solution:  A  Destroyit  2- 
Way,  costing  $800,  was  installed  in  the 
company's  copy  center.  Doubleday's 
top  executives  typically  send  their 
refuse  in  envelopes  marked  "confiden- 
tial— please  shred." — Kevin  McManus 


Martell's  special  $1,100  cognac 
They  throw  in  the  stamps. 


A  votre  sante 

Looking  for  a  last-minute  stocking- 
I  stuffer,  perhaps  for  one  of  The 
Forbes  Four  Hundred,  that  will  suit- 
ably impress?  Liquor  is  always  a  great 
last-minute  gift,  but  how  about  an 
$1,100  bottle  of  rare  cognac? 

To  mark  the  occasion  of  being  fea- 
tured on  a  postage  stamp  recently 
printed  by  the  isle  of  Jersey,  which 
commemorates  that  tiny  island's 
links  with  France,  the  Martell  family 
decided  to  bottle  a  special  old  cognac. 
La  Reserve  du  Fondateur  is  a  blend  of 
rare,  old  cognacs  dating  from  the  turn 
of  the  century,  made  from  grapes 
grown  in  original  Martell  vineyards. 
Only  180  bottles  will  be  sold  in  the 
U.S.  To  order,  call  J.F.  Martell  in  New 
York  (212)  986-1534.  Collect,  of 
course. 
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'Not  since  Marco 

An  account  of  the  Forbes  Capitalist  Tool  team  in  China 


By  Clifford  D.  May 


[alcolm  Forbes  was  determined  to  inflate  his  balloon 
next  to  the  Great  Wall  of  China.  In  black  leather 
boots  and  black  leather  pants,  he  stepped  over  the  steep 
brown  mountain  slope,  among  scrawny  evergreens  and 
tangled  brush,  an  invading  Mongol  general  contemplating 
his  next  advance.  But  nowhere  could  he  find  shelter  from 
the  winds  sweeping  down  from  the  steppes  to  the  north 
and  up  from  Peking  to  the  south.  Finally,  in  the  last 
slanting  rays  of  afternoon  sun,  he  gave  the  order  to  unfurl 
the  74-foot  hot-air  balloon  in  the  cramped  parking  lot 
between  the  Great  Wall  and  the  small  souvenir  shop.  The 
wind  punched  a  belly  in  the  balloon  just  where  the  Chi- 
nese and  American  flags  crossed,  turning  it  into  a  spinna- 
ker. Malcolm  and  his  team  persisted.  The  wind  shifted, 
blowing  the  balloon  back  against  the  electrical  wires  that 
fringed  the  parking  lot.  They  did  not  give  up.  And  then,  at 
last,  abruptly,  nature  seemed  to  surrender.  As  the  balloon 
rose  5,  10,  20  feet,  tugging  at  its  tethers,  a  crowd  of  foreign 
tourists  and  Chinese  workers  let  out  a  cheer.  For  the  first 
time  ever  a  hot-air  balloon  was  floating  above  the  only 
man-made  structure  on  earth  that,  a  new  myth  has  it,  is 
visible  from  the  moon.  It  was  a  historic  moment,  a  sight  to 
remember,  a  triumph  of  persistence.  But  one  more  thing 
still  had  to  be  done. 

The  Chinese  philosopher  Lao-tzu  said  that  even  the 
longest  journey  begins  with  a  first  step,  but  this  journey 
began  with  the  last  step  of  another  journey.  In  1980  Mal- 
colm Forbes  led  the  first  American  motorcycle  team  into 
the  Soviet  Union.  Upon  completion  of  that  expedition,  it 
occurred  to  Malcolm,  who  had  also  been  the  first  man  to 
fly  a  hot-air  balloon  across  the  continental  U.S.,  that  the 
People's  Republic  of  China  remained  the  last  major  coun- 
try on  earth  in  which  no  Americans — in  fact  no  foreign- 
ers— had  yet  motorcycled  and  ballooned.  The  temptation 
sounded  too  good  to  resist.  "Firstness,"  explains  Malcolm, 
"is  always  fun.  And  it's  the  one  record  that  no  one  else  can 
break." 

The  trick  was  to  get  invited.  Mal- 
colm approached  former  President 
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Richard  Nixon,  who  wrote  a  personal  appeal  to  Chinese 
Deputy  Chairman  Deng  Xiaoping.  Nothing  happened. 
Malcolm  asked  former  Secretary  of  State  Henry  Kissinger 
to  see  what  he  could  do.  Those  efforts  got  no  further. 
Finally,  Forbes  went  to  Dr.  Armand  Hammer,  long  the 
most  favored  capitalist  in  the  communist  world  and,  not 
just  incidentally,  the  man  who  had  managed  to  get  clear- 
ance for  the  motorcycling  expedition  in  the  Soviet  Union. 
Without  apparent  difficulty,  Hammer  managed  to  open 
the  doors  again. 

Fun  and  firstness  were  not  the  only  items  on  the  agenda. 
Malcolm  also  hoped  to  make  a  unique  contribution  to 
Chinese  sports  through  the  journey.  His  plan  was  to  give 
the  balloon  and  three  of  the  motorcycles  he  and  his  team 
would  be  using  to  the  Chinese  as  presents  at  the  end  of  the 
trip.  He  offered  to  teach  Chinese  athletes  how  to  use  the 
equipment  for  pleasure  and  competition  and  to  invite  a 
team  of  Chinese  balloonists  and  motorcyclists  to  the 
West,  all  expenses  paid,  for  further  training. 

The  expedition  was  to  have  five  members:  Malcolm's 
29-year-old  son  Timothy,  a  filmmaker  who  has  been  riding 
motorcycles  since  he  was  a  teenager;  Cook  Neilson,  39,  a 
photographer,  former  editor  of  Cycle  magazine  and  onetime 
motorcycle  racer;  Kip  Cleland,  the  33-year-old  Director  of 
Fitness  for  this  magazine  (one  of  the  more  unusual  titles  in 
the  generally  unhealthy  world  of  American  journalism); 
Dennis  Fleck,  35,  the  Director:  Balloon  Ascension  Divi- 
sion, Forbes  magazine,  indisputably  the  most  unusual  title 
in  American  journalism;  finally  there  was  myself,  a  31- 
year-old  weekend  motorcyclist  and  the  chronicler  of  a 
number  of  eccentric  expeditions.  A  five-man  crew  from 
Armand  Hammer  Productions  would  also  be  along  to 
make  a  documentary  film  of  the  journey. 

W-  e  gather  in  Xi'an,  the  capital  of  Shaanxi  Province  in 
north  central  China,  on  a  warm  Wednesday  morning 
in  autumn.  Shaanxi  seems  an  appropriate  place  to  begin 
the  journey.  Not  only  is  it  the  area  where  China's  civiliza- 
tion first  developed,  it  had  also  been  the  starting  point  for 
the  silk  route,  the  commercial  highway  that  formed  the 
first  link  between  China  and  the  West. 

Normally  these  days,  the  speed  and  efficiency  of  modern 
air  transportation  leave  travelers  without  any  sense  of  the 
distance  they  have  covered.  By  the  time  we  arrived  at  the 
Shaanxi  guest  house,  however,  we  had  been  traveling  for 
nearly  four  full  days  and  nights — from  New  York  to  Los 
Angeles  to  Tokyo  to  Shanghai  to  Peking  to  Xi'an — and  it 
felt  as  if  we  had  come  halfway  around  the  world — as,  of 
course,  we  had. 

Cook  and  Denny  had  arrived  a  few  days  earlier  to  check 
out  the  balloon  and  the  five  motorcycles,  all  of  which  had 
been  shipped  over  from  the  U.S.  The  balloon  was  specially 
designed  and  made  for  the  China  trip.  The  motorcycles 
were  Harley-Davidson  FXRSs,  as  big  and  bad  and  baroque 
as  any  motorcycles  you  have  ever  seen.  Malcolm  had 
brought  Harleys  because  he  thought  it  only  proper  that  an 
American  team  ride  American  motorcycles.  And  Harley  is 
the  last  American  motorcycle  manufacturer  left. 

We  spend  the  afternoon  touring  Xi'an,  visiting  a  1,300- 
year-old  pagoda  and  a  14th-century  bell  tower.  More  fasci- 
nating is  the  welter  of  activity  on  the  city's  streets.  Xi'an 
has  a  population  of  almost  3  million,  every  one  of  whom 
seems  to  be  riding  a  bicycle;  the  roads  are  choked  with 
bikes  and  the  ringing  of  little  bells  is  constant  and  dizzy- 
ing. Cars  are  rare,  though  there  are  trucks.  I  notice  a  man 
hand-cranking  the  engine  on  one,  something  I  had  seen 
before  only  in  old  movies.  The  truck  horns  play  a  steady 
tattoo,  alerting  the  bicyclists  of  their  presence  but  not 
expecting  them  actually  to  get  out  of  the  way. 


North  from  Xi'an  to  Yan'an,  more  than  curious  Chines* 
lined  the  roads.  Marijuana  growing  by  roadsides  (top 
is  a  common  sight.  Few  Chinese  smoke  it.  Nor  do  they 
export  it.  They  use  it  to  make  hemp.  The  roads  art 
almost  as  important  for  drying  crops  (middle)  as  they 
are  for  serving  as  distribution  arteries.  Carts — more  oj 
them  man-drawn  than  motor-powered — outnumbet 
trucks  and  bicycles,  contending  with  pedestrians  ana 
animals  for  the  right  of  way  (bottom). 

As  elsewhere  in  China,  nearly  everyone  wears  identica 
khaki  or  navy  Mao  jackets  and  slacks.  This  look-alike 
clothing  accentuates  our  awareness  of  the  overwhelming 
number  of  people  in  the  country.  The  government's  rei 
cently  completed  census  put  China's  population  at  more 
than  a  billion.  Five  million  people  were  required  just  tc 
conduct  the  census — that  means  that  if  all  China's  census 
takers  went  to  Norway,  the  Norwegians  would  become 
the  minority. 

Riding  through  Xi'an,  we  are  also  struck  by  what  we  dc 
not  see:  no  billboards  showing  leggy  girls  sipping  sof 
drinks  or  outdoorsy  men  settling  back  for  cigarettes;  nc 
restaurants  with  eye-catching  architecture  and  unforgetta 
ble  names.  This  would  be  equally  true  in  other  communis* 
countries,  of  course.  But  in  China,  since  the  end  of  the 
Cultural  Revolution  in  the  early  1970s,  there  has  also  beer 
a  de-emphasis  on  propaganda.  As  a  result  you  don't  see — a! 
you  still  do,  say,  in  the  Soviet  Union — the  ubiquitous 
portraits  of  political  leaders,  the  hammer-and-sickle  insig 
mas,  the  mind-numbing  slogans  hailing  the  Communis 
Party,  the  army,  the  proletariat  and  the  nation's  youth.  Ir 
fact,  it  occurs  to  me  that  the  only  slogan  I  have  seen  so  fa: 
was  in  the  Peking  Hotel.  It  read,  rather  touchingly:  "Wi 
Have  Friends  All  Over  The  World." 

We  are  joined  by  about  a  dozen  Chinese  escorts.  The} 
include  athletes,  interpreters,  advance  men,  representa 
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tives  of  the  China  Sports  Service  (our  official  hosts),  bu- 
reaucrats from  various  governmental  bodies,  Chinese  jour- 
nalists, a  doctor  and  several  people  whose  function  it  is  not 
possible  to  determine. 

We  spend  Thursday  seeing  more  attractions  of  the  area. 
The  air  is  thick  with  smog  and  the  road,  though  well 
paved,  is  narrow  and  crowded  with  bicycles,  donkey  carts 
and  peasants  pushing  overloaded  wheelbarrows.  Along  the 
edges  of  the  road,  farmers  spread  their  grain  to  dry.  Touring 
a  series  of  opulent  2,000-year-old  tombs,  Malcolm  notes 
that  "the  major  preoccupation  of  rulers  in  ancient  times 
seems  to  have  been  to  prepare  to  be  dead."  I  suggest  that 
their  efforts  might  be  viewed  as  a  sort  of  public  relations 
effort  in  perpetuity.  After  all,  we  wouldn't  be  talking  about 
them  now  if  they  hadn't  taken  the  trouble  to  be  buried  in 
such  grand  style. 

In  the  afternoon,  we  are  taken  to  the  local  sports  stadi- 
um where  we  are  to  raise  the  hot-air  balloon  for  the  first 
time  in  China.  Kip,  Denny  and  Malcolm  inflate  the  bal- 
loon without  difficulty,  as  athletes — who  had  been  playing 
soccer,  practicing  hurdles  or  performing  tai  chi  in  the 
stadium — look  on.  With  the  balloon  securely  tethered, 
Malcolm  gives  rides  to  two  prominent  Xi'an  bureaucrats, 
two  local  athletes  and  three  children  who  had  been  watch- 
ing from  the  stands.  Like  a  politician  campaigning,  he 
shakes  the  hand  of  each  person  entering  his  rattan  balloon 
basket,  then  poses  with  each  while  Timothy  snaps  a 
picture.  Upon  their  safe  return  to  earth,  Malcolm  awards 
each  newly  initiated  balloonist  a  pin  (depicting  the  balloon 
with  a  motorcycle  hanging  beneath),  a  pen  (with  "Forbes 
Hails  China-U.S.  Friendship"  inscribed  on  it)  and  the  now- 
developed  instant  photograph. 

The  film  crew  records  all  this  and,  after  a  while,  camera- 
man Kevin  O'Brien  attaches  a  harness  to  the  lines  that 
connect  the  basket  to  the  balloon  in  order  to  shoot  from  a 
different  angle.  The  weather  is  perfect,  the  crowd  is  enthu- 


Xi'an:  The  first  free  flight  in  China. 
The  field  was  empty  when  the 
Forbes  team  landed,  hut  within 
minutes  hundreds  had  assembled, 
seemingly  from  nowhere.  Kevin  O'Brien  (left)  of  the  film 
team  used  an  unusual  harness  to  get  afresh  angle. 


siastic  and  above  the  noise  of  the  balloon's  propane  burner 
Malcolm  tells  our  Chinese  hosts  that  he'd  like  to  fly  now. 
They  smile  and  nod,  so  with  Malcolm  and  Denny  in  the 
basket  and  Kevin  in  the  harness  they  float  up  and  away 
into  the  cloudless  sky.  Mr.  Cui  Shuyi,  a  representative  and 
translator  with  the  Sports  Service,  turns  to  Timothy  and 
asks:  "How  long  before  they  come  back?"  Timothy  re- 
plies, "They  can't  come  back.  We  have  to  follow  them." 

The  buses  head  off  through  the  gray  city  of  squat  build- 
ings and  vegetable  plots,  continuing  on  to  muddy,  rutted 
back  streets  toward  the  site,  just  a  few  miles  from  the 
stadium,  where  we  can  see  the  balloon  descending.  Mal- 
colm and  Denny  had  picked  an  open  field  to  land  in,  but 
with  Malcolm  trying  to  pull  Kevin  into  the  basket  at  the 
last  moment,  they  bounce  up  from  the  ground  and  hit  the 
top  of  a  loose  brick  wall,  knocking  a  substantial  bite  out  of 
it  before  coming  down  reasonably  gently  on  the  other  side. 

Thousands  of  local  people  come  running  to  get  a  closer 
look  at  the  unidentified  object  that  had  been  flying 
through  their  sky.  They  are  no  less  curious  about  the 
aliens  operating  it.  And  when  the  rest  of  us  step  off  the 
buses,  we,  too,  become  objects  of  startled  attention.  Ever- 
widening  circles  of  people  gather  around  us. 

It  seems  to  me  that  our  hosts  have  taken  this  unexpect- 
ed detour  in  remarkably  good  humor.  Tim  disagrees. 
"They  were  smiling  through  clenched  teeth,"  he  says  of 
the  officials  with  him  in  the  limousine. 

Nothing  is  said  about  the  flight  at  the  banquet  with  the 
Vice  Governor  of  the  province  later  that  evening.  Instead, 
there  are  toasts  to  friendship  and  hospitality  as  we  devour 
a  ten-course  meal  that  includes  Peking  duck,  quail  eggs 
and  a  variety  of  meats  and  vegetables  shaped  into  a  pea- 
cock. To  wash  it  all  down  there  is  local  beer,  plum  wine 
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and,  for  toasting,  maotai,  a  clear  liquor  that  is  to  a  dry 
martini  what  a  Harlcy  Davidson  is  to  a  skateboard. 

Not  until  Friday  morning,  as  we  are  preparing  to  depart 
for  Yan'an,  does  it  become  evident  that  feathers  have 
indeed  been  ruffled  by  yesterday's  brief  flight.  As  we  are 
mounting  up,  Malcolm  inquires  where  and  when  the  bal- 
loon's propane  tanks  would  be  re- 
filled. He  is  told  that,  unfortunately, 
the  gas  in  this  province  is  impure,  not 
suitable  for  balloons.  "Any  propane 
will  do,"  Denny  says.  "Whatever  peo- 
ple use  to  cook  with  will  be  just  fine." 
The  Chinese  reply  that  they  don't 
have  the  proper  equipment  to  fill  the 
tanks.  Denny  says  he  is  sure  he  has 
whatever  fittings  might  be  needed. 
The  Chinese  say  they  don't  have  the 
proper  papers  to  allow  for  refilling 
tanks  in  this  province.  Malcolm  doesn't  buy  that  argu- 
ment either  and,  after  some  intense  palaver,  our  compan- 
ions promise  to  see  to  it  that  the  tanks  are  filled  at  the 
earliest  opportunity. 

We  head  north  past  dusty  factories  belching  sulfur- 
yellow  smoke  to  open  countryside,  a  patchwork  quilt  of 
pastel-terraced  fields.  Since  we  are  six  riders  with  five 
bikes,  Kip  rides  on  the  passenger  seat  behind  Denny. 
Malcolm  leads  the  pack,  just  behind  a  Chinese  motorcy- 
clist and  several  cars  containing  local  officials.  Cook  and  I 
ride  the  other  Harleys,  and  our  trucks  and  buses  complete 
the  long  caravan. 

A  few  hours  into  the  back  country,  we  enter  an  area 
where,  we  are  told,  no  Americans  have  been  seen  since 
before  the  Communist  victory  and  where  a  motorcycle 
gang  has  certainly  never  ventured.  As  we  approach  the  first 
small  village,  however,  we  find  that  we  are  not  unexpect- 
ed. The  whole  town  has  turned  out  to  see  us,  lining  the 
streets  in  anticipation  of  our  arrival.  As  we  reach  them, 
they  break  into  wild  applause.  We  wave  back,  sending 
them  into  fits  of  laughter. 

We  continue  north  to  Tongchuan,  a  coal-mining  town  of 
600,000  people  where  the  mayor  is  waiting  to  have  lunch 
with  us.  After  toasting  friendship  and  exchanging  the 
usual  compliments,  Malcolm  tells  Mr.  Cui  that  he  is 
concerned  about  difficulties  regarding  the  balloon.  "The 
problem  is  security,"  Mr.  Cui  admits.  "Some  of  the  people 
from  state  security  object  to  the  free  flights." 

I  ask  Mr.  Cui  who  among  us  is  responsible  for  "state 
security."  He  points  out  a  flabby  gentleman  who  had  been 
introduced  as  Mr.  Sun  Jaowa,  the  representative  of  the 
Foreign  Ministry  for  Shaanxi  Province.  Malcolm  asks  Mr. 
Cui  to  explain  to  Mr.  Sun  that  the  balloon  presents  no 
security  risk,  that  surely  he  realizes  there  is  nothing  one 
can  see  from  a  balloon  that  cannot  be  better  scrutinized — 
and  even  photographed — from  a  satellite.  Mr.  Sun  smiles 
beatifically  and  noncommittally. 

In  the  evening  we  pitch  tents  on  a  hilltop  in  the  county  of 
Huanglong,  by  a  restored  temple  known  as  the  Tomb  of 
the  Yellow  Emperor,  under  what  we  are  informed  is  the 
oldest  tree  in  China.  We  are  also  told  that  the  tree  was 
planted  by  the  emperor  himself.  That  seems  unlikely, 
since  this  legendary  first  emperor  of  the  Chinese  people  is 
said  to  have  reigned  during  the  third  millennium  B.C.  In 
any  case,  "No  foreign  guests  have  ever  camped  here  be- 
fore," we  are  informed,  and  that  does  seem  probable. 

We  eat  dinner  in  town:  aged  duck  eggs,  spicy  cabbage 
and  carrot  salad,  diced  chicken  in  brown  sauce,  several 
types  of  cold  meats,  dumplings,  roast  duck,  glazed  pea- 
nuts, rice  and  soup,  in  that  order,  with  beer  and  orange 


yan'an,  cradle  of  Mao's  revolution, 
now  has  six  free  markets  where  in- 
dividual families  and  communes 
can  sell  their  wares. 


soda  to  wash  it  down.  Back  at  our  tent  city  by  the  tomb, 
more  than  25  Chinese  hosts  are  waiting  to  bid  us  good- 
night. There  are  some  tables  and  chairs  on  a  patio  not  far 
away  and  we  are  told  there  will  be  tea  for  us  should  we 
want  it  at  any  time.  I  expect  to  find  thermoses  left  on  the 
ground,  but  when  a  group  of  us  walk  over,  there  are  none. 
We  sit  down  anyway,  and  suddenly,  out  of  the  darkness,, 
young  women  appear  bearing  steaming  pots  of  tea. 

At  breakfast  the  next  morning,  Malcolm  buttonholes! 
the  mysterious  Mr.  Sun  in  an  attempt,  at  least,  to  "reestab- 
lish the  principle  of  the  tether."  Mr.  Sun  listens  impassive- 
ly, munching  on  a  long,  greasy  horn  of  fried  bread.  "Look," 
Malcolm  says,  "we'll  drive  around  until  we  find  a  place 
that  you  agree  is  a  good,  safe  place  to  fly  the  balloon — on 
the  rope.  We'll  give  you  a  friendship  ride.  It's  important 
that  we  give  instructions  on  how  to  use  the  balloon  to  the: 
athletes  from  the  Sports  Service."  For  a  long  while  there  isi 
no  reply.  Then  Mr.  Sun  says:  "This  is  a  new  thing  in 
China."  We  wait  for  him  to  continue  but  his  attention 
returns  to  his  fried  bread. 

We  ride  north  into  rumpled  terrain,  skirting  canyons 
and  mesas.  The  landscape  has  a  worn  look  to  it,  the  result 
of  so  much  cultivation  over  so  many  centuries.  Crops  grow 
to  the  very  edge  of  eroded  cliffsides.  Mountains  are  ter- 
raced and  sculpted  into  giant  wedding  cakes. 

The  farmers  of  this  region  live  either  in  adobe  houses, 
mud  and  straw  hardened  over  a  thin  wooden  frame,  or  in 
caves  hollowed  out  of  the  loess  hillsides.  Some  of  these 
caves  are  primitive;  others  have  fairly  elaborate  facades, 
gables,  carved  wooden  doors  and  lattice-work  windows 
covered  with  translucent  paper  or  cloth. 

Early  in  the  afternoon  we  arrive  in  Yan'an  on  the  bank  of 
the  Yen  Shui  river,  a  gray-brown  city  of  about  70,000 
people,  surrounded  by  low  mountains.  In  1934  Mao  and 
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At  Luoyang  Stadium  in  He  nan 
Province,  high  winds  disappointed 
hundreds  of  children  who  had 
gathered  to  see  the  Friendship  Bal- 
loon inflated.  But  instant  pictures  brought  smiles. 

100,000  Communist  guerrillas,  pursued  by  the  Kuomin- 
tang  army,  began  a  6,000-mile  retreat  from  Jiangxi  Prov- 
ince in  the  south  of  China.  In  October  of  1935  Mao  and  the 
8,000  guerrillas  who  lasted  this  Long  March  arrived  in 
Shaanxi;  they  then  moved  in  1936  to  Yan'an.  Cave  dwell- 
ings in  the  city  served  as  Mao's  headquarters  until  1947. 

Toward  late  afternoon,  we  drive  to  the  local  stadium  to 
raise  the  balloon:  Malcolm,  it  seems,  has  successfully 
reestablished  the  principle  of  the  tether — though  it  is  still 
too  soon  even  to  broach  the  subject  of  another  free  flight. 
At  Malcolm's  insistence,  Mr.  Sun  is  among  the  first  to 
take  a  ride.  As  he  rises  into  the  smoggy  sky,  he  smiles  and 
waves  to  the  crowd.  But,  abruptly,  gusts  of  wind  buffet  the 
balloon.  The  descent  comes  fast  and  hard.  By  the  time  the 
basket  bumps  back  to  earth,  Mr.  Sun  looks  faintly  sea- 
sick— his  face  pale,  his  smile  crooked,  his  hair  mussed. 
Malcolm  pins,  pens  and  pictures  him  and  gives  his  hand  a 
hearty  shake. 

Accompanied  by  an  interpreter,  I  go  off  into  the  crowd  to 
try  to  discover  what  these  people  know  about  us  and  what 
they  will  tell  me  about  themselves.  "This  ballooning," 
says  a  middle-aged  man,  "it  is  very  nice  to  watch,  but  tell 
me:  Is  it  a  sport  or  is  it  fun?"  I  try  to  explain  that  in 
America  we  don't  necessarily  draw  a  distinction  between 
these  two  categories  of  activity. 

W-  e  head  back  toward  Xi'an  again  on  Monday  morning. 
For  a  long  while  we  do  not  realize  that  we  are  return- 
ing along  the  same  route  we  had  taken  to  go  to  Yan'an. 
When  we  ask  why,  we  are  told  that  the  road  we  had 
planned  to  be  on  is  in  poor  condition. 

We  stop  for  the  evening  in  Yijun,  a  mountain  town  of 
only  5,000  and  a  place  where,  again,  no  foreigners  in  living 
memory  had  stayed.  We  spend  the  night  in  the  local  guest 
house,  a  row  of  modified  caves,  much  like  the  ones  Mao 
inhabited  when  he  lived  in  Yan'an.  A  basin  of  warm  water 
is  brought  into  the  room  and  placed  on  a  stand  with  fresh 


towels  and  soap.  A  spittoon  stands  in  the  corner.  A  con- 
crete outhouse  is  a  short  walk  across  the  courtyard. 

We  wake  on  Tuesday  morning  at  6  o'clock  to  the  strains 
of  "The  East  Is  Red"  squawking  over  a  public  address 
system.  PAs  reach  80%  of  China's  population,  broadcast- 
ing music,  announcements  and  news.  They  also,  evident- 
ly, serve  as  alarm  clocks. 

For  breakfast  there  is  indigenous  game:  rabbit,  wild  cock 
and  wild  sheep.  A  local  official  asks  Malcolm  if  he  likes  to 
hunt.  "I  did  all  my  hunting  in  World  War  II,"  he  replies.  "I 
spent  three  years  hunting  for  Germans."  Hearty  chuckles 
demonstrate  that  the  joke  has  lost 
nothing  in  translation. 

We  leave  Yijun  in  a  dense  fog.  I  ride 
behind  Kip  today,  taking  pictures  and 
notes  as  we  climb  steep  mountain 
roads,  eventually  breaking  out  into 
clear  air.  Clouds  hover  in  the  valleys 
below.  We  pass  small  villages  where 
yellow  corn  and  wreaths  of  red  pepper 
hang  out  to  dry  by  the  entrances  to 
adobe  huts.  Housewives  cook  in  the 
open  air,  stirring  soup  in  large  black 
iron  pots. 

We  are  growing  accustomed  to  the 
idea  that  wherever  we  go  in  this  vast 
and  unfamiliar  country  we  will  be  greeted  with  no  less 
excitement  than  a  circus  come  to  town.  So  long  as  we  are 
on  the  bikes — and  moving — even  the  young  women  flirt 
boldly,  looking  us  straight  in  the  eye,  smiling  and  giggling 
deliciously.  When  we  are  off  the  bikes  and  on  foot,  howcv 
er,  they  become  too  timid  even  to  meet  our  glances. 

Our  next  stop  is  Qin,  where,  in  1974,  a  group  of  local 
peasants  were  digging  a  well.  To  their  astonishment,  they 
found  beneath  the  soil  an  army  of  life-size  terra-cotta 
warriors.  A  pavilion  has  been  built  around  the  site.  Within 
it,  500  of  the  estimated  6,000  soldiers  appear  to  rise  from 
their  mass  grave  before  your  eyes.  Those  in  the  very  back 
have  only  the  tops  of  their  heads  visible;  farther  forward 
they  are  free  from  the  waist  up;  the  vanguard  seems  to  be 
marching  toward  the  snack  bar.  A  work  force  of  thousands 
of  artisans  and  peasants  was  required  to  make  these  sol- 
diers for  Emperor  Qin  Shihuang  more  than  2,000  years  ago 
during  the  Qin  dynasty.  Each  soldier  is  distinct,  not  only 
in  dress  but  also  in  features  and  facial  expression. 

We  spend  the  evening  at  the  Huaqing  Hot  Springs,  a 
resort  once  frequented  by  emperors.  (A  Chinese  brochure 
says  that  the  springs  were  also  used  by  "bureaucratic 
capitalists."  Malcolm  objects  to  that,  calling  it  a  contra- 
diction in  terms.  "Bureaucrats  and  capitalists  have  always 
been  enemies,"  he  argues.)  The  hot  springs  also  figured  in 
the  site  of  the  famous  Xi'an  Incident  of  1936,  when  Gener- 
al Chiang  Kai-shek  was  taken  prisoner  by  his  own  officers 
in  an  effort  to  persuade  him  to  fight  the  Japanese  rather 
than  the  Chinese  Communists. 

Wednesday  morning  finds  us  riding  east  on  a  serpentine 
road  as  a  light  rain  begins  to  fall.  We  stop  and  don  our 
rubber  rain  gear  only  to  find  that  a  few  miles  ahead  is  the 
village  where  we  are  to  have  lunch.  Despite  the  rain,  a 
large  crowd  has  turned  out  to  see  us.  Some  carry  paper 
umbrellas,  large  versions  of  the  type  one  finds  in  cocktails 
at  tacky  bars.  Others  use  sheets  of  plastic  as  protection 
from  the  rain.  The  sight  of  us  amuses  them:  In  our  helmets 
and  baggy  yellow  slickers  and  mittens  we  look  like  ducks 
from  outer  space. 

This  is  to  be  our  last  stop  in  Shaanxi  Province.  Our 
entourage  has  swelled  to  more  than  40  people  including  a 
large  contingent  from  the  local  constabulary  Most  of 
them,  including  Mr.  Sun,  will  not  be  continuing  past  the 
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provincial  border.  At  lunch  Mr.  Sun  bids  us  farewell  and 
congratulates  us  on  our  trip  through  Shaanxi.  It  has  been  a 
successful  journey,  he  says,  and  he  hopes  we  will  have 
much  greater  success  in  the  other  provinces  we  will  enter. 
Forgivingly,  Maicolm  replies  that  if  the  rest  of  the  trip  is 
just  equally  as  good,  he  will  be  well  pleased. 

Tlhe  rain  continues  throughout  the  afternoon.  We  travel 
slowly  eastward  toward  Henan  Province  over  roads 
coated  with  a  soup  of  water,  oil  and  dirt. 

Villagers  ignore  the  rain  and  go  about  their  work.  Wom- 
en wash  clothes  in  creeks  turned  the  color  of  coffee  from 
the  soil  that  spills  in  from  the  hills.  The  cave  dwellings 
appear  grim  as  the  front  yards  turn  to  yellow-brown  mud. 

At  our  next  stop,  the  industrial  city  of  Sanmenxia,  we 
are  joined  by  Mr.  Yang  Xuming,  Mr.  Sun's  counterpart  for 
Henan  Province.  The  principle  of  the  tether  having  been 
reestablished  since  our  own  Xi'an  Incident,  Malcolm  is 
now  lobbying  to  establish  the  Principle  of  the  Free  Flight. 
"We're  trying  to  introduce  this  sport  to  China,"  he  ex- 
plains. "But  it's  not  a  sport  unless  the  balloon  flies." 

"Well,  we  shall  see  if  weather  permits,"  replies  Mr. 
Yang,  in  heavily  accented  English. 

"Fine,"  says  Malcolm.  "If  weather 
permits,  then." 

"Of  course,  there  is  also  a  problem 
with  high  transmission  lines.  These 
may  interfere." 

"We  have  high  transmission  lines 
in  the  U.S.,  too,  you  know.  That  really 
isn't  a  problem." 

"Yes,  well,  then.  We  shall  see,  we 
shall  see." 

The  rain  has  stopped  when  we  move  out  on  Thursday 
morning.  The  road  winds  through  cultivated  plains  punc- 
tuated by  sandstone  hills  eroded  into  grotesque  configura- 
tions. We  reach  Luoyang,  another  ancient  center  of  Chi- 
nese civilization  nestled  between  the  Mang  Hills  and  the 
Luo  river.  South  of  the  city  we  come  to  the  Longmen 
Caves,  a  series  of  more  than  1,000  grottoes  on  the  Yi  river 
carved  with  the  images  of  nearly  100,000  Buddhas. 

We  inflate  the  balloon  again  in  the  late  afternoon.  The 
wind  is  far  too  strong  today  for  a  free  flight — and  we  have 
still  not  received  permission  in  any  case.  Malcolm  tries  to 
raise  the  balloon  only  because  there  are  several  hundred 
fascinated  children  gathered  in  the  stadium.  But  there  is 
too  much  wind  even  for  tethering.  "I  guess  God  did  not 
want  us  to  get  the  balloon  up,"  Mr.  Yang  says.  I  am  not 
sure  whether  he  is  joking  or  invoking  an  authority  with 
whom  he  thinks  even  Malcolm  won't  argue. 

On  Friday  morning  I  ride  with  Kip  again,  down  the 
arrow-straight  streets  leading  out  of  Luoyang,  past  boxy 
prefabs,  past  adobe  houses  with  clay  tile  roofs  from  which 
little  weeds  have  begun  to  sprout,  past  street-side  tailors 
bent  over  pedal-operated  sewing  machines  set  up  on  the 
sidewalk,  past  stalls  where  pale  yellow  tea  is  sold  in 
glasses  and  sipped  in  the  cool  morning  air. 

About  9:30  we  stop.  We  are  told  there  is  a  Ming  dynasty 
temple  here  that  we  are  to  visit.  We  stay  at  the  temple  for 
less  than  an  hour;  Malcolm  is  eager  to  move  off. 

Despite  the  wide  expanses  and  the  distant  vistas,  all  of 
us  have  been  experiencing  a  sense  of  claustrophobia  in  the 
countryside,  which  we  realize  has  to  do  with  the  fact  that 
we  have  seen  no  fallow  fields,  no  uncultivated  plains,  no 
wild  forests.  Everything  here  has  been  touched  and  re- 
touched by  man.  No  matter  how  deep  into  the  back 
country  we  go,  we  never  feel  that  we're  getting  back  to 
nature  or  away  from  civilization. 

Dengfeng,  our  next  stop,  is  a  city  of  about  100,000  at  the 


Tenting  (top)  between  a  first  Emper- 
or's tomb  and  the  oldest  tree  in  Chi- 
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Zhengzhou.  Later  the  team's  inter- 
preter, Mr.  Cui  (left,  with  MSP), 
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would  go  on  to  the  commune  and, 
maybe,  a  free  flight. 


foot  of  the  forbiddingly  steep  slopes  of  the  Songxian  moun- 
tains. At  its  best,  the  town  has  the  smell  of  the  frontier 
about  it;  at  its  worst  it  seems  temporary,  artificial,  unnatu- 
ral. At  the  guest  house,  Malcolm  and  Denny  walk  off  to 
stare  at  the  sky,  to  determine  whether  a  flight  might  be 
possible.  Ominous  clouds  are  moving  in  on  a  dusty  wind. 
Mr.  Yang  looks  relieved. 

Tim,  Kip  and  I  go  on  the  afternoon  excursion  to  the 
Pagoda  Forest,  a  grouping  of  220  small,  ancient  towers 
built  in  memory  of  monks  who  had  left  the  nearby  Shao- 
hn  monastery.  From  there  we  proceed  to  the  monastery 
itself,  which,  we  learn,  is  the  place  where  Zen  Buddhism 
was  founded  by  the  Indian  monk  Tamo.  The  28th  spiritual 
patriarch  following  Sakyamuni,  the  founder  of  Buddhism 
in  India,  Tamo  came  to  the  Shaolin  monastery  in  527  A.D. 
and  spent  nine  years  in  a  cave  meditating.  When  he  re- 
emerged,  he  had  discovered  the  way  of  Zen,  the  concept 
that  one  can  achieve  enlightenment  by  cleansing  the  mind 
of  thought.  So,  I  tell  Tim,  now  that  we're  here,  Zen  and  the 
art  of  motorcycle  maintenance  have  finally  been  joined  at 
the  source. 

On  Saturday,  we  ride  to  Zhengzhou,  the  capital  of  Henan 
Province.  The  air  has  turned  crisp  and  autumnal  for 
the  first  time.  Zhengzhou,  with  800,000  inhabitants,  all  of 
whom  seem  to  be  busy,  gives  the  appearance  of  a  modern 
city.  Over  lunch  at  the  Soviet-built  Zhengzhou  guest 
house,  where  we  are  to  stay  the  night,  Mr.  Yang  informs 
Malcolm  that  another  excursion  to  a  temple  is  planned  for 
this  afternoon,  followed  by  a  visit  to  a  handicrafts  factory. 
Almost  as  an  afterthought,  he  mentions  that  a  communi- 
cation has  arrived  from  Peking  saying  that  a  meeting 
between  Malcolm  and  China's  Prime  Minister  Zhao 
Ziyang  has  been  scheduled  for  a  day  earlier  than  originally 
planned.  We  will  need,  therefore,  to  return  to  Peking 
sooner  and,  perhaps,  if  we  wouldn't  mind  too  much,  we 


278 


FORBES,  JANUARY  3,  1983 


if  the  Great  Wall  the  ChinaU.S, 
Friendship  Balloon  was  finally  in- 
flated in  tethered  triumph. 


zould  leave  the  motorcycles  here  in 
Zhengzhou  and  take  the  train  back  to 
:he  capital. 

I  am  sitting  next  to  Malcolm  during  this  little  monolog 
and  I  am  sure  I  can  feel  his  blood  pressure  rising.  There  is  no 
denying  that  we  have  been  shown  tremendous  hospitality, 
courtesy  and  solicitousness  during  this  journey.  From  the 
hard-working  staff  of  the  China  Sports  Service  we  have 
been  extended  warmth  and  even  friendship.  But  there  has 
also  been  a  tendency  on  the  part  of  the  bureaucrats  to  treat 
us  as  children;  to  lead  us  by  the  hand  wherever  they  wanted 
us  to  go;  to  tell  us  when  to  rise  and  when  to  rest.  We  had 
come  to  China  as  motorcyclists  and  balloonists  who  would 
also  tour  some  of  the  more  interesting  sites.  The  bureau- 
crats had  been  subtly  transforming  us  into  tourists  who 
occasionally  rode  motorcycles  and  blew  up  a  colorful 
balloon.  They  were  squeezing  us  into  a  more  familiar  mold. 
The  trip  was  becoming  theirs  rather  than  ours. 

Malcolm  calmly  tells  Mr.  Yang  that  taking  the  tram 
back  to  Peking  is  out  of  the  question.  He  adds  that  there 
will  be  no  excursion  to  the  temple  this  afternoon.  And  he 
reminds  Mr.  Yang  that  he  would  like  to  fly  the  balloon — 
not  tether  but  fly — as  soon  as  possible.  "You  will  clear  it 
with  the  Mayor,  here,  yes?  Okay?"  Mr.  Yang  smiles  weak- 
ly and  replies  that  he  will  try.  Malcolm  doesn't  touch  the 
food  on  his  plate. 

Following  lunch,  Mr.  Yang  reports  that  there  are  diffi- 
culties about  flying  the  balloon  in  Zhengzhou  as  well. 
"There  are  so  many  tall  buildings,  you  see,  and  power 
lines!"  Too  annoyed  to  argue,  Malcolm  says  that  if  it  is 
impossible  to  fly,  we  should  move  on.  Mr.  Cui  joins  the 
conversation,  saying  that,  in  order  to  obtain  permission  to 
fly  in  Zhengzhou,  many  authorities  would  have  to  be 
contacted.  "Then  contact  them,"  Malcolm  says.  "We  are 
not  going  to  bomb  the  airfield.  You  told  us  the  other  day 
that  there  was  no  security  problem  here.  The  people  of 
Henan  would  enjoy  seeing  the  balloon.  We  built  the  bal- 
loon especially  for  this.  It  makes  no  sense  not  to  do  it." 


A  local  security  officer  arrives  at 
the  hotel  to  confer  with  Mr.  Yang  and 
Mr.  Cui.  His  manner  is  brusque,  and 
when  Malcolm  approaches  he  offers 
no  polite  excuses,  no  explanations. 
Although  he  doesn't  speak  English, 
his  meaning  is  quite  plain:  permission 
denied. 

Malcolm  announces  that  we  are 
leaving  and  tells  us  to  get  our  bags  and 
reload  them  on  the  bus.  Mr.  Cui  ar- 
gues that  our  next  stop,  a  model  com- 
mune, does  not  expect  us.  Malcolm 
says  that  we  will  be  happy  to  camp 
out  in  the  tents  tonight  if  there  is  no 
room  at  the  commune. 

"Please,  Mr.  Forbes,"  says  Mr.  Cui, 
"go  to  the  rooms  and  have  a  rest  and  a 
cup  of  tea.  You  should  rest  while  I 
think."  Malcolm  replies  that  we  have 
gone  only  80  kilometers  this  morn- 
ing, hardly  enough  to  tire  him.  Long- 
distance motorcycle  touring  is  one  of 
the  two  sports  he  has  come  here  to  do, 
he  says,  and  when  we  only  ride  80 
kilometers  in  a  day  that  is  not  long- 
distance touring.  "We  have  not  come 
to  China  to  ride  only  short  distances,  not  fly  the  balloon 
and  visit  temples.  Come  on,  Mr.  Cui,"  he  says,  "let's  go  to 
the  commune.  The  commune  is  a  better  example  of  Com- 
munism than  this  old  Russian-built  hotel.  There's  no 
problem.  It's  just  that  if  we  can't  do  what  we  came  here  to 
do  we  should  move  on.  That's  all."  Mr.  Cui  casts  his  eyes 
downward  at  this,  more  in  exhaustion  than  resignation. 

For  the  next  few  hours,  we  sit  in  the  parking  lot,  as  the 
long  shadows  of  afternoon  stretch  over  us.  While  we  wait, 
Malcolm  tries  to  figure  out  a  fallback  position,  something 
to  do  or  propose  if  it  grows  dark  and  we  are  still  sitting 
here.  Just  how  far  can  he  carry  it,  after  all,  if  they  procrasti- 
nate or  simply  refuse  to  let  us  move  on? 

At  4:30,  however,  Mr.  Cui  announces  that  arrangements 
have  been  completed  and  that  we  may  proceed  to  the 
commune.  As  a  light  rain  begins  to  fall,  we  don  our  yellow 
raingear,  gun  our  engines  and  hit  the  road  again. 

It  is  nearly  dark  by  the  time  we  reach  the  Quliying 
Commune,  a  76-square-kilometer  complex  that  is  home  to 
61,000  people.  At  dinner,  the  chief  Sports  Service  official 
for  the  province  offers  his  apologies,  saying  that  "today, 
owing  to  some  difficulties  and  limits  of  time,  we  failed  to 
get  in  touch  with  all  concerned  departments"  that  would 
need  to  give  permission  for  a  balloon  flight.  Tomorrow,  he 
promises,  here  on  the  commune,  a  free  flight  will  be 
possible.  Encouraged,  Malcolm  replies  that  "difficulties 
make  for  friendship.  Thank  you  for  your  support  in  this 
effort  to  bring  ballooning  to  China." 

"Your  father  is  a  very  strong,  very  forceful  man,"  Mr. 
Cui  tells  Tim.  "You  can  see  how  he  became  what  he  is 
today."  Tim,  knowing  that  Mr.  Cui  has  been  caught  in  the 
middle  of  this  struggle,  adds  that  forceful  people  occasion- 
ally make  life  difficult  for  those  around  them.  "Oh  no,  not 
really,"  replies  Mr.  Cui.  "Besides,  that  is  what  it  takes  to 
be  a  leader,  to  be  a  great  man." 

"Well,  yes,  there's  some  truth  to  that,"  says  Tim,  star- 
tled by  Mr.  Cui's  attitude.  "But  sometimes,  Americans 
can  be  impatient." 

"Sometimes,"  says  Mr.  Cui  thoughtfully,  "I  think  that 
we  Chinese  can  be  too  patient." 

We  are  up  on  Sunday  morning  before  6  o'clock.  A  stiff 
wind  shakes  the  windows.  Unless  it  abates,  there  is  no 
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way  we  will  be  able  to  fly.  We  are  taken  for  a  tour  of  the 
complex,  which  is  not  a  typical  commune  but  a  model 
commune.  No  one  pretends  otherwise.  Yet  there  is  noth- 
ing deceptively  luxurious  about  the  place.  The  farmer's 
model  apartment  on  this  commune  is  a  single  small  room 
in  a  two-story  brick  building,  containing  a  bed  and  a 
bureau  with  a  wristwatch  on  it,  a  television  set  and  a  radio. 
At  the  conclusion  of  the  tour,  Malcolm  looks  up  at  the 
trees.  The  leaves  are  still  flapping  like  butterfly  wings. 

We  ride  under  a  cloudy  sky,  the  sun  a  cool  gray  disk  in 
the  south.  Toward  afternoon  we  stop  to  say  good-bye  to 
our  Henan  hosts  and  to  greet  the  new  crew  that  will  be 
escorting  us  through  Hebei,  a  province  containing  a  popu- 
lation more  than  twice  that  of  Canada.  We  arrive  in  the 
city  of  Handan  to  find  the  wind  still  blowing  stubbornly. 

At  dawn  on  Monday,  however,  Malcolm  looks  out  his 
window  to  find  the  trees  as  quiet  as  those  in  a  painting.  We 
ride  the  buses  to  a  recently  harvested  field  outside  the  city 
where  Malcolm  directs  an  attempt  to  inflate  the  balloon 
for  the  long-awaited  free  flight.  The  wind  has  begun  to 
pick  up  again.  Malcolm  dismisses  it  as  just  "a  spanking 
breeze."  Denny  is  more  doubtful  but  goes  through  the 
motions  anyway  until,  in  a  sudden  gust,  a  rattan  support 
holding  the  propane  burner  cracks  under  the  strain  and  the 
balloon  skirt  momentarily  erupts  in  flame.  "We  need  more 
than  permission,"  Denny  notes.  "We  need  Mother  Na- 
ture." Malcolm  refuses  to  be  discouraged.  "That's  why  so 
many  balloonists  become  such  good  beer  drinkers,"  he 
says.  "They  have  to  find  some  sporting  activity  to  do  when 
the  weather  isn't  good  for  flying." 

We  ride  over  a  bland  landscape  that  alternates  between 
the  rural  and  the  urban.  The  air  is  heavy  with  the  sickly- 
sweet  smells  of  industry.  By  the  time  we  arrive  in  Shijiaz- 
huang,  the  capital  of  Hebei,  a  dust  storm  is  starting  to 
blow.  Motes  of  dirt  swoop  around  my  glasses  and  find  their 
way  into  my  eyes;  bits  of  paper  and  other  odd  objects 
launch  frontal  attacks.  The  city  itself  appears  bleak,  deso- 
late and — though  it  has  a  population  of  nearly  a  million — 
all  but  deserted. 

We  wake  at  5  a.m.  on  Tuesday.  Malcolm  is  anxious  to 
get  back  to  Peking.  The  air  is  cold,  the  road  is  straight,  the 
land  is  flat.  A  camel  stands  by  the  road,  surrealistic  in  the 
morning  haze.  Farms  and  factories  sit  side  by  side,  fol- 
lowed by  more  farms  and  factories  as  we  drive  on,  hour 
after  hour.  The  Chinese  motorcyclist  who  leads  the  way 
sideswipes  a  bicycle,  knocking  the  rider  down.  He  stands 
up  and  brushes  himself  off.  No  one  stops.  Finally,  just 
before  3  o'clock  we  enter  Peking.  We  pass  the  Forbidden 


"No  free  flight 
No  free  flight!" 


In  Peking's  T'ien  An  Men  Square 
at  the  end  of  their  tour. 


City  and  make  a  weary  but  trium- 
phant swing  through  T'ien  An  Men 
Square,  as  crowds,  curious  but  no 
longer  cheering,  gather  to  see  us. 

On  Wednesday  afternoon,  we  make 
our  motorcycle  pilgrimage  to  the 
Great  Wall,  leaning  into  the  sharp 
turns  winding  up  the  steep  mountain 
road.  We  pass  gangs  of  workers  toiling 
over  a  new  highway.  Hardly  any  ma- 
chinery is  to  be  seen;  they  appear  to  be 
building  it  by  hand,  much  as  the  Wall 
was  built  so  many  centuries  ago. 

Despite  strong  winds,  we  manage 
to  inflate  the  balloon  above  China's 
most  famous  monument.  But  the  vic- 
tory is  tempered  by  the  fact  that  we 
still  have  not  received  permission  for 
what  would  be  the  first  free  flight  in 
Peking.  We  ride  back  to  the  capital  under  an  inky  sky.  Th( 
moon,  a  thin  curl,  seems  to  have  been  painted  with  ; 
tapered  brush. 

We  return  to  the  hotel  just  in  time  to  attend  a  dinnei 
given  by  Dr.  Hammer — who  has  recently  flown  into  towr 
on  business — in  honor  of  Malcolm.  Hundreds  of  guests  si 
at  dozens  of  tables  in  a  cavernous,  ornate  room  as  Chinest 
singers,  dancers  and  musicians  perform  on  a  large  stage 
Malcolm  appears  to  be  enjoying  himself  but  when  we  cha 
later  on,  it  is  obvious  that  he's  troubled.  There  will  be  nc 
permission  to  fly  the  balloon,  he  says.  The  security  polic< 
are  just  not  going  to  allow  it.  "I  guess  when  these  security 
types  ask  the  question,  'Where  does  the  balloon  go  whei 
you  fly  it?'  and  hear  the  answer:  'Wherever  the  win< 
blows,'  that  does  not  make  them  happy,"  I  suggest. 

"Listen,"  Malcolm  says  to  me  in  a  conspiratorial  tone 
"what  if  tomorrow  when  we  are  giving  rides  on  the  tethe 
at  the  sports  college,  what  if  I  were  to  just  untie  the  knot: 
and  take  off?  I  mean,  what  could  they  do?  Throw  me  out  o 
the  country?  I'm  leaving  on  Friday.  Impound  the  balloon 
I'm  giving  it  to  them  as  a  present.  Arrest  me?  Shoot  mi 
down?"  I  tell  Malcolm  that  I  am  not  an  authority  in  thesi 
matters  but  that  I  can  find  no  flaw  in  his  logic.  He  asks  if 
would  like  to  be  in  the  basket  when — and  if — he  takes  off 
"You  bet,"  I  say.  "Absolutely." 

Tlhursday  morning,  on  the  field  of  the  Institute  of  Phys 
ical  Education,  a  crowd  is  assembled.  "Many  leadinj 
cadres  have  come  here  today,"  says  Mr.  Cui.  Adds  th< 
institute's  vice  provost:  "No  one  ha 
seen  anything  like  this  before.  Wi 
look  forward  to  a  good  performance.' 

"We  hope  we  can  give  you  a  goo< 
performance,"  Malcolm  replies. 

It  is  windless  and  warm  with  not  i 
cloud  in  the  sky.  Patiently,  Malcoln 
gives  ride  after  tethered  ride  to  gov 
ernment  ministers  and  athletes,  stu 
dents  and  even  security  officials.  Eacl 
gets  his  pin,  pen  and  picture.  Finally 
the.  last  ride  has  been  given.  Onl; 
Malcolm,  Denny  and  Kip  remain  ii 
the  basket.  Malcolm  shouts  to  me  t< 
come  over  and  help  hold  down  thi 
balloon.  "You'd  better  hop  in  for 
minute,"  Kip  says.  "We  need  you 
weight." 

I  climb  over  the  side,  trying  to  appear  blase.  As  casualb 
as  he  can,  Kip  begins  to  untie  the  tether.  But  Mr.  Chei 
Hanzhang,  a  sharp-eyed  representative  of  the  Sports  Ser 
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On  landing  in  an  artillery  range  at  a  Red  Army  base  in 
Peking  after  its  unauthorized  flight,  the  balloon  was 
quickly  surrounded.  But  the  troops  garrisoned  there, 
like  the  Chinese  encountered  throughout  the  trip,  were 
hospitable,  curious  and  helpful. 


vice,  senses  that  something  is  afoot.  "What  are  you  do- 
ing?" he  says  to  Kip.  "No  free  flight!  Not  allowed!"  Kip 
looks  up,  with  innocence  glowing  from  his  baby-blue  eyes. 
"You'd  better  hop  out,"  Malcolm  says  to  me  as  Kip  reties 
the  knot. 

Reluctantly,  I  slide  onto  firm  ground  again.  Malcolm 
asks  Mr.  Cui  if  there  is  anyone  else  who  should  get  a  ride. 
He  introduces  a  young  woman,  the  institute's  champion 
javelin  thrower.  Oh  well,  I  think.  It  was  worth  a  try. 
There's  nothing  to  be  done  now.  When  Malcolm  returns  to 
earth  to  let  the  javelin  thrower  disembark,  the  security 
people  will  be  watching. 


The  balloon  begins  to  drift  slowly  skyward.  The  javelin 
thrower  waves  to  the  crowd.  Then,  in  less  than  a  nano- 
second, Kip  has  untied  the  knots  and  tossed  the  lines  back 
to  earth.  "No  free  flight!  No  free  flight!"  Mr.  Chen  is 
yelling  again.  "Mr.  Cleland!  You  must  stop!"  But  his 
shouts  and  those  of  other  officials  are  lost  in  the  roar  of  the 
burner  and  the  roar  of  the  crowd.  The  javelin  thrower 
waves  like  the  homecoming  queen  in  a  parade. 

As  the  balloon  ascends,  the  representatives  of  the  Sports 
Service  and  the  local  officials  talk  among  themselves. 
(Mike  Wilson,  a  28-year-old  American  student,  translates 
for  me.)  "They  should  not  have  done  this,"  they  are  saying. 
"They  do  not  have  permission."  "Where  will  they  land?" 
"I  don't  know.  I  don't  think  they  know."  In  the  distance,  I 
see  the  javelin  thrower  still  waving  merrily. 

Mike  and  I  head  off  into  the  crowd  to  talk  with  some 
nonofficial  Chinese.  "It  is  a  beautiful  sight,"  says  a  20- 
year-old  student  and  hockey  player.  Do  you  realize,  I  ask, 
that  it  was  forbidden  for  them  to  fly  away  like  that?  "No, 
we  didn't  know  that,"  he  tells  me.  Do  you  think  it  was 
wrong  for  them  to  do  that?  "No."  Do  you  think  they'll  get 
in  trouble  for  it?  "They're  foreigners,"  he  concludes  after  a 
moment's  thought.  "Nothing  will  happen." 

"Listen,"  I  say,  "if  you  had  one  opportunity  to  fly  a 
balloon — to  be  the  first  person  to  fly  a  balloon  in  Peking — 
but  the  security  police  told  you  it  was  not  allowed,  would 
you  do  it  anyway?"  He  thinks  about  that,  exchanging 
glances  with  his  companions.  They  break  into  grins. 
"Yes,"  he  says,  "if  I  had  the  chance,  I  would  do  it.  I  would 
do  it  anyway."  The  others  laugh,  nodding  agreement. 

Several  official-looking  types  tell  the  students  to  dis- 
perse. Mike  and  I  are  led  back  to  the  edge  of  the  field  where 
the  motorcycles  and  buses  are  parked.  The  balloon  has 
long  since  faded  from  view,  but  Cook  is  on  the  bus,  walkie- 
talkie  in  hand,  trying  to  contact  its  crew. 

"Denny?  Can  you  hear  me?  Denny?  Can  you  hear  me? 
Over."  The  walkie-talkie  crackles  and  through  the  static 
comes  a  tinny  voice: 

"Uh,  yeah,  we  hear  you,  Cook.  Just  barely.  Over." 

"Denny,  where  are  you?  Over." 

"Uh,  I  don't  know,  Cook.  But  they've  got  cannons 
pointing  at  us.  Over." 

"Cannons?  Denny,  are  you  in  jail?  Under  arrest?  Over." 

The  transmission  begins  to  break  up.  Whatever  Denny 
is  saying  is  too  muffled  by  static  to  make  out. 

In  fact,  as  I  later  learn,  they  have  landed  safely — on  the 
artillery  range  of  a  restricted  military  installation  just  a 
few  miles  from  the  sports  institute.  Red  Army  soldiers, 
who  are  playing  soccer  as  the  balloon  descends,  run  up  in 
amazement,  asking  in  broken  English  where  they  are 
from.  "We  are  from  Am-er-i-ca,"  Malcolm  enunciates. 
"New-York  Ci-ty."  The  soldiers  gasp  to  think  that  these 
foreigners  have  traveled  so  far  in  such  a  tiny  basket. 

Before  long,  Cook  manages  to  reestablish  contact  on  the 
walkie-talkie.  "The  military  people  here  are  telling  us  to 
fly  back  to  you,"  Denny  says.  "We're  trying  to  explain  that 
we  can't  do  that.  You  guys  should  try  to  get  over  here." 

Security  types  lead  Cook  into  one  car;  Kevin,  the  cam- 
eraman, Miss  Li  Shaofei,  a  journalist  with  China  Sports 
news,  Mike  and  I  are  led  into  another.  They  speed  off.  We 
sit  still.  "We  must  go  where  Mr.  Forbes  is,"  I  say  to  Mr. 
Yuan  Zaijun,  the  deputy  manager  of  the  China  Sports 
Service,  who  seems  to  be  in  charge  of  us  now.  "We'll  be 
needed  to  help  with  the  balloon."  He  says,  yes,  of  course, 
right  away.  But  we  drive  off  in  the  wrong  direction.  "Are 
we  going  to  the  balloon?"  I  ask.  "Are  we  going  to  Mr. 
Forbes?"  Our  driver  says  nothing. 
We  are  taken  to  the  foreign  students'  dormitory  of  the 
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sports  institute.  Mr.  Yuan  arrives  a  few  moments  later. 
Coolly,  he  tells  us  that  we  should  rest  and  have  some  tea. 
We  will  be  here  for  a  while. 

"We've  been  kidnapped!"  shouts  Kevin.  "I  have  to  get  to 
the  balloon!  I  have  to  film  this!"  Then,  turning  to  Mr. 
Yuan,  he  St'.ys:  "You're  going  to  get  me  fired,  do  you  realize 
that?  I  have  to  film  this!  I'm  going  to  get  fired!"  Mr.  Yuan 
appears  unmoved  by  Kevin's  plight  or  protests. 

Trying  a  different  tactic,  I  turn  to  Miss  Li.  "We  should  go 
to  where  Mr.  Forbes  is,"  I  tell  her.  "You  understand  that. 
You're  a  journalist  like  me.  That's  where  our  story  is." 

"I  get  my  information,"  Miss  Li  informs  me 
unsympathetically,  "from  the  responsible  authorities." 

It  is  hard  for  me  to  recall  now  the  air  of  exaggerated 
gravity  that  has  accompanied  this  incident.  Our  friends  in 


r  % 


MSF  made  Chinese  Prime  Minister 
Zhao  Ziyang  an  honorary  member 
of  the  Team  (above)  as  Dr.  Armand 
Hammer,  who  opened  the  door  for 
the  trip,  looked  on.  "Gambei! 
Cheers!"  MSF  and  Li  Menghua,  Min- 
ister of  Sport  and  Culture,  toast  the 
"tether  line"  of  friendship. 


the  Sports  Service  could  not  have  looked  more  shocked  or 
frightened  had  Malcolm  pulled  an  ax  from  beneath  the 
balloon  basket  floor  boards,  jumped  into  the  crowd  and 
begun  lopping  off  heads  and  hands.  Malcolm  has  defied  the 
security  people,  defied  the  government  bureaucracy,  de- 
fied the  entire  system  that  controls  the  life  of  one  quarter 
of  the  world's  population.  I  look  at  Mr.  Yuan  and  he  looks 
at  me.  He  raises  an  index  finger  and  shakes  it  at  me, 
scoldingly.  Then,  suddenly,  we  both  convulse  into  utterly 
helpless  laughter.  Like  weary  boxers,  we  embrace,  chuck- 
ling maniacally. 

A  few  minutes  later  I  spot  the  javelin  thrower  being  led 
toward  the  dorm.  Mike  and  I  run  to  her.  "Oh,  I  had  such  a 
wonderful  time,"  she  says.  "I  really  enjoyed  it."  I  want  to 
ask  her  if  she  realizes  that  she  is  the  first  woman  ever  to  fly 
in  a  balloon  in  China  but  a  security  man  indignantly 
interrupts  our  conversation  and  leads  her  off.  She  waves  to 
me  as  she  goes. 

They  hold  us  for  close  to  two  hours.  Malcolm  is  being 
held  elsewhere  while,  apparently,  they  try  to  figure  how  to 
handle  this  unprecedented  situation.  Finally,  Malcolm 
mentions  that  he  is  due  to  have  lunch  with  the  coal 
minister  and  that,  if  he  isn't  going  to  be  able  to  make  it, 
someone  had  better  phone  and  explain  why.  With  not  a 
word  about  the  illicit  flight  they  take  him  back  to  the 


hotel  in  time  for  lunch. 

Nothing  more  is  said  to  us  publicly  about  the  incident 
But  privately,  we  learn  that  some  of  our  friends  in  th( 
Sports  Service  arc  worried  that  they  will  be  held  responsn 
ble  for  Malcolm's  disobedience.  Whether  that  means  that 
they  will  be  reprimanded  or  sent  to  Inner  Mongolia  fol 
reeducation  through  physical  labor  is  not  clear.  That  eve- 
ning, our  .final  banquet  is  held  as  planned,  in  the  Grea< 
Hall  of  the  People.  Malcolm  rises  to  propose  a  toast.  With  a 
worried-looking  Mr.  Cui  translating,  Malcolm  thanks  the 
Chinese  authorities  for  making  possible  the  l,500-mil(| 
trip  "by  motorcycle  and  a  little  bit  by  balloon."  He  say«j 
that  the  People's  Republic  of  China  "took  a  risk"  as  part  o\ 
an  effort  to  understand  the  West  in  general  and  the  U.S.  irj 
particular.  Then  he  explains,  slowly 
and  emphatically,  that  none  of  oul 
Chinese  companions  gave  permission 
or  approbation  for  today's  free  flight 
nor  had  they  been  aware  that  it  was  tcj 
take  place.  "At  all  times  during  oul 
journey,  they  expressed  the  view  ojl 
the  government  departments.  They 
are  innocent  of  our  sins."  Malcolrr 
pauses  for  a  moment  and  then  adds; 
"What  we  did  today,  it  wasn't  to  m 
naughty,  it  wasn't  to  be  unfriendly,  u 
was  to  demonstrate  the  sport  of  bal 
looning.  A  balloon  is  not  meant  to  be 
tied  down.  It's  part  of  the  wind.  It's  i 
beautiful  thing  to  see — if  you're  noi 
with  the  security  section  of  the  Min 
istry  of  Foreign  Affairs.  The  balloon  is 
now  yours,  your  responsibility.  If  i; 
flies  in  the  wrong  place,  you  mus! 
answer  for  that.  One  day,  I  hope,  Chij 
na  will  be  among  the  champions  in 
this  sport.  As  far  as  friendship  bet 
tween  our  countries  goes,  nothing  can 
break  that  tether  line,  not  even  ar 
unauthorized  free  flight."  The  ap 
plause  that  followed  seemed,  to  me  a; 
least,  both  sincere  and  warm. 
Malcolm  presented  the  balloon  and  three  of  the  motor 
cycles  to  the  Chinese  as  he  had  said  he  would.  He  offeree 
to  bring  a  team  of  balloonists  to  America,  all  expense: 
paid,  for  further  training.  He  promised  to  build  a  secono 
balloon  for  the  Chinese  so  that  they  could  begin  to  hole 
competitions  at  home. 

The  end  of  a  long  journey  is  always  a  melancholy  time 
Perhaps  that  is  another  reason  why,  at  the  close  of  tht 
motorcycle  expedition  to  the  Soviet  Union  nearly  threi 
years  ago,  Malcolm  began  contemplating  this  venture 
Perhaps  all  journeys  begin  not  with  a  single  step  but  with ; 
craving  for  the  tingle  that  only  anticipation  can  create. 

Shortly  before  our  departure  from  China,  Malcolm  re 
ceives  a  midnight  telephone  call  from  Dr.  Armand  Ham 
mer.  He  says  he  is  with  General  Mohammad  Zia  ul-Haq 
the  Pakistani  leader,  and  that  the  two  of  them  have  beei 
talking  about  Malcolm.  Dr.  Hammer  says  that  Malcoln 
should  get  out  of  bed  and  put  on  some  clothes:  Zia  want 
to  meet  him.  A  limousine  is  on  its  way.  After  the  intro 
ductions  have  been  made,  Zia  says  that  Malcolm's  expedi 
tion  must  have  been  very  exciting.  But  he  wonders  ii 
Malcolm  is  aware  that  Pakistan  is  also  a  fascinatin; 
country,  a  country  that  no  one  has  ever  explored  b' 
motorcycle  and  balloon.  "No  one?"  Malcolm  asks.  "Thei 
we'd  be  the  first?"  The  temptation  sounded  too  good  ti 
resist.  ■ 
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The  Forbes/Wilshire  5000  Review 


Neither  rain  nor  hail . . . ,  not  even  early  reports  of  a 
weak  Christmas  season  or  continued  discouraging  figures 
from  Washington  were  enough  to  cause  more  than  mo- 
mentary pauses  in  the  market  over  the  past  two  weeks. 
But  general  reports  that  the  renewed  market  strength  was 
primarily  institutions  buying  blue  chips  are  partly  contra- 
dicted by  the  comparative  indexes  followed  by  Forbes. 

True,  the  blue  chips  performed  well  in  the  period,  as 
tracked  through  the  30  Dow  Jones  industrials,  which  were 
up  4.7%  over  the  last  two  weeks.  But  the  broader  indexes 
such  as  the  Wilshire  5000  and  the  NYSE  index  out- 


performed the  Dow.  And  the  strongest  performer,  up 
6.1%,  was  the  group  traded  on  the  NASDAQ  exchange. 

This  does  not  necessarily  mean  that  stocks  of  little 
companies  led  the  pack.  The  o-t-c  market  has  home- 
grown some  sizable  companies,  particularly  in  the  area  of 
technology,  including  MCI  Communications  and  Apple 
Computer,  and  these  were  among  the  biggest  gainers.  The 
Amex,  also  considered  a  gauge  for  little  stocks,  underper- 
formed  the  others  with  only  a  3.2%  climb,  but  the  Amex 
is  heavy  with  oil  production  and  service  stocks,  which 
generally  did  poorly  during  the  latest  period. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

5000 

500 1 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

0.6 

0.0 

0.2 

0.4 

-0.3 

4.5 

in  last  52  weeks 

11.8 

NA 

17.9 

12.4 

4.5 

21.4 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

5.8 

2.0 

4.5 

6.3 

0.3 

7.4 

5.4 

1.5 

3.1 

6.1 

in  last  52  weeks 

36.4 

23.5 

17.6 

47.8 

20.9 

50.9 

41.6 

26.4 

17.9 

30.9 

NA:  Not  available. 
'Based  on  sales. 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  12/8/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Turning  np  the  computer.  Investors  decided  over  the 
past  two  weeks  to  turn  down  the  lights  (utility  stocks 
barely  moved  in  the  most  recent  rally)  and  turn  up  their 
computers — the  technology  sector  climbed  a  healthy 
10.6%.  Reports  that  the  Christmas  season  was  even 
weaker  than  expected  in  many  parts  of  the  country  hurt 
some  consumer  nondurable  stocks,  and  computer  games 


were  kicked  around  after  Warner  Communications  and 
Mattel  tied  a  downsizing  of  projected  1982  earnings  to 
reduced  Christmas  cheer. 

A  run  on  the  airlines — tied  to  reduced  fuel  costs  and 
declining  likelihood  of  fare  wars — sent  those  stocks  up  in 
several  spurts,  which  produced  a  strong  gain  for  the  trans- 
portation sector  as  well. 


Percent  change  in  last  52  weeks 


Percent  change  in  last  two  weeks 


Capital  goods 

+  25 

^  

Of- 
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Energy 

0  >v 

1  +34f 

-25 
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MM 
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•82 

Technology 
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Consumer  durables 
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Finance 
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Transportation 
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Consumer  nondurables  and  services 
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Raw  materials 
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What  The  Analysts  Think 


Energy  speculation?  Energy  stocks,  which  have  only  gy.  There's  possible  takeover  speculation  about  compa- 
mildly  excited  the  analysts  in  the  past  few  reports,  sud-  nies  like  Mesa  and  Kerr-McGee,  some  theorize.  Mean- 
denly  jumped  to  second  favorite,  topped  only  by  technolo-    while,  consumer  durables  are  still  solidly  in  last  place. 


The  experts'  consensus 


2.32 


2.40 


2.48 


2.56 


2.64 


2.72 


J  I     '     I     I     I     I  I 


DIFMAMJ)    AS  OND 


Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  ago 

1 

Technology 

2.50 

1 

1 

2 

Energy 

2.67 

5 

4 

3 

Capital  goods 

2.67 

2 

2 

4 

Utilities 

2.7*0 

3 

3 

5 

Transportation 

2.76 

7 

7 

6 

Finance 

2.79 

6 

5 

7 

Raw  materials 

2.82 

8 

8 

8 

Consumer  non-durables 

2.86 

4 

6 

9 

Consumer  durables 

2.99 

9 

9 

Opinion  ratings  are  ranked  on  a  scale  of  1  Istrong  buy)  to  5  (strong  sell).  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  groups 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite     graphed  above.  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  12/8/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Capital  Markets 


Neglected  by  institutions,  there  are  high- 
coupon  bonds  around  selling  at  above- 
market  yields — if  you  look  for  them. 

HOW  TO  GET 
HIGH  YIELDS 


By  Ben  Weberman 


Do  you  know  you  can  still  earn  13% 
on  U.S.  Treasury  securities?  This  at 
a  time  when  most  Treasury  bills  are 
paying  only  8.5%  and  long-term 
Treasuries  only  about  10.5%. 
Here's  the  story: 

There  are  a  number  of  issues 
around  that  carry  high  coupons.  In- 
stitutions, which  do  most  of  the 
investing,  don't  want  to  buy  these 
issues.  The  reason  is  simple.  Be- 
cause interest  rates  are  down,  high 
coupon  bonds  sell  at  handsome  pre- 
miums over  par.  Law  and  custom 
say  the  institution  must  amortize 
this  premium  on  a  regular  basis  over 
the  life  of  the  bond.  A  30-year  bond 
that  cost  130  would  incur  an  annual 
charge  of  1  %  against  earnings  or,  in 
some  cases,  against  capital.  Quite 
obviously,  institutional  managers 
don't  like  to  do  that.  It  makes  them 
look  bad.  Neglected  by  institutional 
investors,  these  high  coupon  bonds 
tend  to  sell  at  above-market  yields. 

The  same  amortization  factor  that 
makes  these  bonds  unattractive  to 
institutions  makes  them  doubly  at- 
tractive to  individuals. The  amorti- 
zation results  in  a  tax  break.  An 
Internal  Revenue  Service  spokes- 
man, citing  Section  171  of  the  Inter- 
nal Revenue  Code,  says  that  any 
bond  premium  price  (except  that  of 
convertible  bonds)  is  amortizable 
annually,  which  means  the  taxpayer 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


gets  to  write  part  of  the  premium  off 
his  taxable  income.  Best  of  all,  it  is 
an  offset  to  regular  income,  not  to 
capital  gains.  The  amortization  can 
be  on  a  straight-line  basis  over  the 
life  of  the  bond.  This  depreciation 
charge  is  deductible,  dollar-for-dol- 
lar,  against  ordinary  income.  (Of 
course,  an  investor  could  wait  until 
the  bond  is  paid  off  and  then  take  the 
premium  as  a  long-term  capital  loss, 
but  that  would  be  pretty  stupid, 
wouldn't  it?) 

For  the  individual  who  is  interest- 
ed, there  are  lots  of  bonds  to  choose 
from.  Short  term,  long  term  and 
very  long  term.  Big  premiums  and 


Five  years 

15%s  10/88 
lOVss  2/88 

Ten  years 

13%s  5/92 
lOVis  11/92 

Thirty  years 

14s  11/2011  127 
10%s  11/2012  100 


small  premiums. 

Treasury  notes  and  bonds  with 
coupons  in  the  14%  range,  issued 
late  in  1981,  when  interest  rates 
were  much  higher,  are  now  trading 
at  substantial  premiums.  By  con- 
trast, more  recent  issues  with  cou- 
pons close  to  10%  are  trading  close 
to  100 — no  premium. 

Can't  you  do  the  same  with  cor- 
porate bonds  and  get  an  even  higher 
yield?  That  is,  buy  high  coupon  cor- 
porates  and  amortize  the  premium? 
Yes,  but  there  are  drawbacks.  Most 
Treasury  bonds  aren't  callable,  and 
the  few  that  are,  not  until  a  few 
years  before  maturity.  Most  corpo- 
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Annual 
depreciation 


3  2  points 
negligible 


1.7  points 
negligible 


11.0  10.8  0.9  points 

10.4  10.4  none 


the  185/s  point  premium,  the  yield 
to  maturity  is  11%.  The  return  is 
still  0.8%  more  than  on  the  current 
coupon  lOVss.  And  that's  not  allow- 
ing for  the  tax  break,  which  for  a 
high-bracket  investor  could  add  a 
point  or  so  more. 

There's  yet  an  added  bonus  for 
individuals.  Most  states  do  not  tax 
interest  on  U.S.  Treasury  issues.  In 
taxed-to-the-ears  states  like  New 
York,  this  can  make  a  big  difference. 
Allowing  for  the  various  tax  breaks, 
the  aftertax  yield  on  a  13%  Treasury 
would  be  considerably  greater  than 
on  a  12%  corporate  bond  or  a  9% 
savings  deposit.  ■ 


Yields  the  institutions  pass  by 


Current         Yield  to 
Price  yield  maturity 


1185/8  13.0%  11.0% 

99%  10.2  10.2 


116V8  11.8  10.9 

1003/8  10.5  10.4 


rate  issues  are  callable  within  five 
years  or  so.  So,  with  corporates,  you 
could  end  up  paying  a  big  premium 
for  a  bond  with  a  high  coupon  that 
can  be  called  away  from  you  at  a 
low  price. 

Among  Treasuries,  you  have  a 
wide  range  of  choices  and  some 
spectacular  premiums.  The  14s  of 
2011,  callable  after  Nov.  15,  2006, 
sell  at  127.  By  contrast,  the  lO^s  of 
2012  sell  at  100. 

The  difference  is  not  confined  to 
29-  and  30-year  bonds.  Among  five- 
year  notes,  there  are  lOVss  of  Febru- 
ary 1988  and  153/8s  of  October  1988. 
In  the  ten-year  range,  there  is  a  re- 
cently marketed  10  Vi%  note  due  in 
November  1992,  while  a  May  1992 
note  carries  133A%. 

The  table  below  compares  cur- 
rent yield  with  yield  to  maturity  for 
each  group.  Only  the  30-year  bonds 
are  callable  and  not  until  five  years 
before  maturity. 

The  table  shows  that  a  high  cou- 
pon note  due  in  five  years  brings  a 
current  return  almost  3%  greater 
than  that  of  the  current  coupon 
note.  What  about  the  premium? 
After  deducting  the  amortization  of 
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The  Contrarian 


High-income  bonds — after  adjusting  for 
defaults — have  far  outperformed  better- 
quality  issues  for  decades. 

TURNING  JUNK 
INTO  GOLD 


By  David  D reman 


What  to  do?  This  is  a  question  I  hear 
more  and  more  frequently  as  the 
market  holds  its  ground,  defying  the 
correction  almost  everyone  predict- 
ed, and  making  some  investors 
caught  in  cash  willing  to  try  any- 
thing short  of  a  rain  dance  to  see  the 
market  drop. 

Is  there  an  alternative  between 
sitting  on  the  sidelines,  possibly 
missing  an  even  larger  move  ahead, 
and  jumping  into  a  volatile  market 
that  might  prove  dangerous  near 
term?  Fortunately,  the  answer  is 
yes.  An  equity  alternative  that 
makes  sense  to  me  is  high-yield 
bonds,  junk  bonds,  as  they  are  more 
commonly  called,  are  issues  rated 
BB  or  lower  by  the  credit  agencies. 

I  can  imagine  some  snickers,  be- 
cause the  common  perception  is 
that  these  bonds  are  a  passel  of 
bankruptcy  candidates  steering 
toward  the  corporate  scrap  heap. 
But  hang  on — the  facts  are  dramati- 
cally different.  Indeed,  as  my  part- 
ner Tally  Embry  has  pointed  out, 
detailed  studies  stretching  from 
1900  to  the  1980s  show  the  bottom- 
line  performance  of  this  group  to  be 
nothing  short  of  remarkable. 

The  Hickman  report,  the  grandfa- 
ther study  in  this  area,  analyzed  the 
returns  on  public  and  private  corpo- 


Dai'id  Dreman  is  managing  director  of 
Dreman,  Gray  &  Embry,  Investment  Coun- 
sel, New  York,  and  author  of  Contrarian 
Investment  Strategy. 


rate  debt  between  1900  and  1945. 
The  result:  Lower-grade  bonds 
yielded  50%  more  on  average  annu- 
ally than  their  higher-grade  coun- 
terparts, after  adjusting  for  defaults. 
More  interesting,  perhaps,  was  the 
default  rate — only  1.7%  annually 
through  a  span  that  included  the 
Depression.  Too,  defaults  were  not 
substantially  larger  in  the  lower- 
than  the  higher-quality  ratings. 

T.R.  Atkinson,  updating  the 
Hickman  study  from  1945  to  1965, 
found  the  default  rate  in  that  period 
was  even  lower,  averaging  only  one 
in  a  thousand  issues  annually.  A 
recent  study  extending  the  results 
to  the  end  of  1981  found  the  annual 
default  rate  between  1.5  and  1.9  is- 
sues per  thousand  with  a  yield  pre- 
mium of  4%  or  more  above  higher- 
grade  bonds.  In  other  words,  if  you 
hold  a  diversified  portfolio  of  junk 
bonds,  the  added  income  was  20 
times  or  more  the  average  amount 
of  the  default.  Not  a  bad  risk/reward 
ratio  in  anyone's  book. 

Perhaps  more  surprising  was  the 
conclusion  that  default  was  not  the 
nightmare  everyone  thought.  Quite 
the  contrary,  the  greatest  gains  were 
made  on  the  bonds  purchased  at,  or 
near,  the  date  of  default. 

Although  at  first  glance  the  find- 
ings may  appear  puzzling,  they 
mesh  perfectly  with  the  reasons 
that  low-P/E  stocks  consistently 
outperformed  the  market.  Investors 
shun  both  high-income  bonds  and 
the  low  P/Es  because  their  pros- 
pects seems  less  clear  than  for  fa- 
vored issues.  To  buy  these  highly 
risky  critters  they  demand  a  large 
increase  in  return.  After  all,  who 
wants  a  Standard  of  Ohio  or  a  cheap 
bond  when  they  can  have  the  sure- 
fire growth  of  a  Warner  Communi- 
cations or  a  Mattel? 

Even  worse  is  a  bond  that  de- 
faults. "If  it  does,"  so  the  consensus 
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goes,  "forget  price — just  sell."  With 
large  quantities  suddenly  being 
dropped  on  the  market,  prices  be- 
come cheap,  cheap.  Benjamin  Gra- 
ham wrote  about  the  pattern  of  in- 
stitutions dumping  such  bonds 
more  than  50  years  ago,  and  he  con- 
sistently made  good  money  buying 
their  mistakes.  Not  much  has 
changed  since  then. 

Now  to  the  bottom  line  of  how  to 
play  the  game.  First,  diversify  wide- 
ly to  protect  yourself  from  the  odd 
bad  egg  that  can  creep  into  your 
portfolio.  Fortunately,  large  num- 
bers of  such  bonds  exist.  Drexel 
Burnham  Lambert  estimated  $8.5 
billion  worth  was  issued  in  the  five 
years  ending  in  1981. 

Second,  selecting  these  bonds 
isn't  for  everyone.  To  do  so,  you 
have  to  have  detailed  knowledge  of 
the  markets,  steely  nerves  and 
know  the  ins  and  outs  of  financial 
statement  analysis. 

If  you  feel  you  have  these  capa- 
bilities, here  are  some  bonds  I  favor 
today  (remember  you  should  have 
at  least  a  dozen  or  more  for  adequate 
diversification). 

•  Global  Marine  (85Vi)  16'/8s  of 
Mar.  1,  2002.  Current  yield  18.8%, 
to  maturity  18.9%. 

•  Inco  (56)  6.85s  of  Apr.  1,  1993. 
Yield  12.2%,  to  maturity  15.4%. 

•  Orion  (71)  lis  of  July  1,  1998. 
Yield  15.5%,  to  maturity  16.1%. 

For  those  who  don't  have  the  time 
or  the  background  to  select  a  portfo- 
lio, you  can  get  professional  guid- 
ance from  a  money  manager  with  a 
good  record  in  this  sector,  or  in 
some  of  the  better  no-load,  high- 
income  bond  funds. 

Three  I  like:  American  Investors 
Income,  Fidelity  High  Income  and 
Vanguard  Fixed  Income  Securities. 

Ironically,  the  one  dependable 
variable  in  markets  is  investor  psy- 
chology. People  consistently  over- 
pay for  issues  that  seem  to  be  a  sure 
thing,  while  avoiding  those  that  car- 
ry some  uncertainty.  But  if  visibil- 
ity is  anything,  it's  fickle.  As  often 
as  not,  the  sure  thing  falters  while 
the  supposed  also-rans  jump  ahead; 
that'-s  the  reason  the  low  P/Es  and 
junk  bonds  have  such  a  respectable 
showing  over  time.  Unless  cold, 
computer  logic  descends  upon  the 
marketplace — something  we  are 
still  waiting  for  after  centuries — 
good  returns  should  continue  to  be 
made  in  high-income  bonds.  ■ 
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WO  THINGS  YOU  CAN  DO  IF  TOO  WANT 

INTERNATIONAL  BUSINESS  NEWS. 


5^s 


Baff/e  /or  a  French  Contract 


3»s 


FINANCIAL  TIMES 


HBBBaammM  Tokyo  to  protest  ,nterest  ra,e 

MiUcn,  oTr^ier  against  French      "ta"m    hoP*s  j»rinu 


in  IK 
reject 


yX*1"   import  measures 

looms      JLT^m^L*-  ~»  .     .  . 


*»»«  Wall  St  surge 

■  polls 


l  ^^v  i!  U.S.  backs  Argentina  on 
SSJ  call  for  Falkland  talks 


l.K  consider  full 
inquin  into  Mine* 


fata  chief  sees  $2bn  loss  for 
airlines  on  foreign  operations 

_FACT_  _  

INNOVATION 

In  the  Eurobond  issuing 
business,  some  banks  have  a 

flair  for  * 
Innovation 


Sit  down  and  search.    Or  sit  back  and  read. 


International  news  that's  relevant  to  your 
isiness  can  be  very  hard  to  find -just  when  it's 
;eded  most. 

That's  why  the  continuous  flow  of  up-to-date 
formation  you  get  when  you  read  the  Financial 
mes  is  so  useful.  255  specialist  journalists  and 

foreign  bureaus  around  the  world  -  all  reporting 

you. 

So  you  get  a  fast  and  deep  appreciation  of  the 
lplications  of  political  and  financial  events,  as  they 
lfold,  every  day. 

The  Financial  Times  International  edition, 
inted  in  Frankfurt,  leaves  for  New  York  ahead  of 
e  sun  on  a  4:00  a.m.  flight,  connects  with  our 
ilivery  system,  and  is  rushed  to  you. 

So  stop  searching  and  start  reading. 

Financial  Times 

Europe's  business  newspaper 
now  for  the  International  American. 


I'd  like  to  receive  the  Financial  Times. 

□  1  year  Monday  through  Saturday:  $420 

□  6  months  Monday  through  Saturday:  $210 

□  Send  me  a  sample  copy 

□  Payment  enclosed 

□  Please  charge  my: 

□  American  Express    □  Visa    □  MasterCard 

Account  Number  

Expiration  Date  


Company  Name 


Your  Name 

Tit!* 

Address 

FInnr 

City 

Stafp 

Zip 

Mail  to:  Financial  Times,  FT  Publications,  Inc. 

75  Rockefeller  Plaza.  New  York,  NY  10019 
Or  call:  1-212-489-8300  FQ10 


Stock  Trends 


YOUR  OWN 


It's  time  to  take  a  long,  hard 
look  at  your  business. 

Chances  are,  it's  not  running 
as  productively  as  it  could  be. 

And  the  effects— lowered 
product  quality,  limited  resources, 
a  tighter  profit  squeeze— can  be 
staggering.  Not  just  for  your  busi- 
ness, but  for  our  nation  as  a 
whole. 

There  are  no  instant  cures. 

Growth  in  your  business— 
and  in  this  nation— depends  on 
working  more  productively  than 
ever.  And  on  getting  more  out  of 
what  you're  already  putting  in. 

With  careful  planning  and  a 
sustained  effort,  you  can  improve 
the  productivity  of  your  opera- 
tions, the  quality  of  your  product, 
create  better  job  satisfaction 
within  your  work  force  and  out- 
perform your  competition. 


r 


AMERICA. 

WE'VE  GOT  A  JOB  TO  DO 


1 


Kathleen  Sutton,  American  Productivity  Center, 
1 23  N .  Post  Oak  Lane,  Houston,  Texas  77024 

I  would  Itke  to  improve  my  company's 
productivity  Please  send  me  a  free  copy  of  A  Pro- 
ductivity Program  ,. .  or  Productivity  Improvement.'* 

NAME  


ADDRESS 
CITY  


STATE 


I  


A  public  service  of  this  publication,  V^HI^b 
the  Ad  Council  and  the  rWv^l  1 

American  Productivity  Center  COtOGl 


.J 


TO 

*** 

N.Y  Times 


ristorante 
italiano 
lunch  &  Dinner 

Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd  &  3rd  Aves.) 
N  YC.  753-8450-1 


C.O.D.  DELIVERY 

KRUGERRANDS 

Write  or  Call  for  Brochure  *•  3-5  Days 

★  Directly  To  Your  Bank  *  Safe 
KRUG ERRAND  800-535-7811 

CORP.  500-662-1901  (In  Louisiana) 
11319  RICHARDS  BLO<  ...  NEW  ORL.t  >NS.  LA  70112  . 


Since  most  of  the  economic  news  over  the 
next  few  months  is  likely  to  be  printed  in 
red  ink,  why  buy  stocks?  Simple. 

BRIGHT  LIGHTS 
IN  A  DIM  ECONOMY 


By  Ann  C.  Brown 


Ask  anyone  who  is  someone  in  the 
world  of  economic  forecasting 
about  the  outlook  for  the  new  year 
and,  chances  are,  the  reply  will  be  to 
expect  ever-so-slow  growth  marred 
by  continuing  high  unemployment 
and  by  interest  rates,  which,  while 
continuing  to  decline,  will  be  in  no 
particular  hurry  to  do  so.  Mr. 
Volcker  and  the  other  guardians  of 
the  national  wallet  do  not  want 
their  recent  monetary  accommoda- 
tion in  any  way  interpreted  as  an 
abandonment  of  their  fight  against 
inflation. 

Congress  will  propose  many  and 
pass  some  "Band-Aid  bills"  de- 
signed to  help  the  out-of-work- 
force,  but  the  actual  programs  will 
be  more  form  than  substance,  and 
both  costly  and  ineffectual. 
There's  little  the  lawmakers  can 
do  to  offset  the  continuing 
strength  of  the  dollar,  which  en- 
courages foreign  buyers  to  look 
elsewhere.  And  protectionist  legis- 
lation to  keep  out  or  limit  cheaper 
goods  from  abroad  is  counterpro- 
ductive, raising  prices  at  home 
and  bringing  on  international  re- 
taliation. The  dollar  will  come 
down  of  its  own  accord  as  interest 
rates  fall — all  in  good  time. 

So  why  buy  stocks?  Simple. 
When  you  buy  stocks,  you  buy  the 
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future,  and  for  now  the  future  looks 
sound,  safe  and,  most  of  all,  stable. 
It  even  looks  exciting  to  investors 
who  can  see  stock  multiples  getting 
back  to  something  approaching  the 
levels  enjoyed  during  similar  peri- 
ods of  improved  productivity,  in- 
creasing earnings  and  predictable 
inflation. 

Many  good  stocks  have  yet  to  re- 
turn to  my  market  multiple,  which 
I  calculate  by  a  slightly  unscientific 
but  amazingly  accurate  rule  of 
thumb.  It  goes  like  this:  Take  the 
estimated  inflation  rate  (for  1983, 
around  6%  should  do)  and  add  the 
so-called  cost  of  money  (3%) — the 
return  you  would  expect  to  receive 
on  your  money  in  the  absence  of 
inflation.  Divide  this  figure  (9%) 
into  100  and  you  get  a  market  mul- 
tiple of  1 1 — the  P/E  ratio  that  might 
be  expected  for  an  average  stock 
with  average  earnings  growth  (cur- 
rent assumption:  10%  per  year  in 
nominal  terms). 

Among  those  I  consider  to  be 
above-average  stocks  selling  below 
my  market  multiple  are  what 
someone  once  referred  to  as  the 
"dull-normal  bank  stocks."  Banks 
these  days  are  anything  but  dull 
since  they  are  busy  becoming  fi- 
nancial supermarkets  with  addi- 
tions like  their  new  money  market 
fund  accounts,  credit  card  oper- 
ations, data  processing  and  stock 
brokerage  services  and  other  activi- 
ties. One  of  the  leaders,  Citicorp 
(37),  has  ventured  across  state  lines 
to  strike  a  blow  for  interstate 
banking  through  the  purchase  of 
Fidelity  Savings  of  San  Francisco. 
While  this  acquisition  by  a  New 
York  bank  of  a  California  company 
is  considered  by  many  to  be  a  one- 
shot  deal,  it  may  be  difficult  to 
keep  other  large,  diversified  banks 
at  home. 

Because  of  its  size  and  aggressive- 
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ness,  Citicorp  tops  my  list  of  attrac- 
tive bank  stocks.  The  company's 
foreign  problems  have  disappeared 
from  page  one,  and  its  third-quarter 
1982  earnings  were  up  50%  over  the 
same  period  a  year  earlier,  which 
should  enable  Citicorp  to  show 
earnings  per  share  of  $5.45,  vs.  $4.20 
in  1981.  For  1983,  estimates  range 
from  $5.95  per  share  to  $6.25 — put- 
ting Citicorp's  current  multiple  at 
around  6,  which  is  one-third  of  what 
it  was  a  decade  ago. 

As  interest  rates  decline,  lower 
mortgage  rates  should  encourage 
more  rapid  turnover  of  existing 
homes  with  a  resultant  increase  in 
loan  origination  fee  income  and 
higher  revenue  from  the  now 
widespread  use  of  adjustable-rate 
mortgages.  In  fact,  the  use  today 
of  floating  rates  by  banks  on  a 
wide  variety  of  loans  should  re- 
move one  of  the  major  objections 
inflation-shy  investors  have  had 
regarding  bank  stocks  in  the 
recent  past. 

Manufacturers  Hanover  Corp.  (41) 
is  my  number  two  choice  and  prob- 
ably should  be  the  favorite  because 
of  its  high  yield  and  low  (4.8)  multi- 
ple on  estimated  1983  earnings  per 
share  of  $8.40,  up  from  an  estimated 
$7.65  per  share  for  the  year  just  end- 
ed. In  recent  years,  the  company  has 
moved  to  modernize  its  banking 
equipment  and  techniques,  which 
has  raised  operating  costs  at  the  ex- 
pense of  earnings,  but  from  here  on 
out  these  charges  should  trend 
downward. 

Finally,  two  banks  primed  for 
recovery  this  year  are  Chase  Man- 
hattan Corp.  (52)  and  BankAmerica 
Corp.  (23).  Chase  had  its  problems 
with  losses  resulting  from  its  in- 
vestments in  Drysdale  Govern- 
ment Securities,  Inc.  and  Penn 
Square.  The  company  appears  to 
be  back  on  track,  and  Chase  could 
earn  $11.75  per  share  in  1983.  At 
a  multiple  of  4.4  and  yielding 
6Vi%,  the  risk/reward  ratio  is 
heavily  skewed  toward  reward. 

BankAmerica  has  had  its  hands 
full — or  rather  empty — of  Mexican 
pesos  because  of  its  ill-starred  loans 
to  our  southern  neighbor.  But  what 
was  true  in  1982  is  unlikely  to  re- 
peat in  1983,  when  earnings  per 
share  should  rebound  to  $3.50  or  so. 
And  remember,  6.5  times  earnings 
is  just  slightly  more  than  half  a  mar- 
ket multiple  of  1 1 .  ■ 


FORBES,  JANUARY  3,  1983 


Value  Line 
for  $33 

This  trial  subscription  is  open  to  you  only  if  no 
member  of  your  household  has  subscribed  to 
Value  Line  in  the  past  two  years.  We  make  this 
special  offer  because  we've  found  that  a  high 
percentage  of  new  subscribers  who  try  Value 
Line  stay  with  us  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  keep  our 
subscription  fees  to  long-term  subscribers  lower 
than  would  otherwise  be  possible. 

Under  the  special  trial  offer  you  will  receive  the  2000-page  Investors 
Reference  Service  (illustrated  above)  at  no  extra  cost.  You'll  receive  all  the 
new  full-page  reports  to  be  issued  in  the  next  10  weeks  on  the  more  than  1700 
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dustries. 
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the  stock  market  .  .  .  guidance  on  current  investment  policy  explaining  Value 
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Timeliness  (Performance  in  next  12  months),  the  other  for  Safety. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 

ifhe  Valu^UneTlnvestment  Survey 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 


Department  . 
216J03 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $33  to 
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Four  Special  Opportunities  to  Corner  America's  Mc 


The  Housing  Industry: 
A  Trillion  Dollar  Market 

Appearing  in  the  April  25,  1983 
issue.  Closing  date  for  advertising: 
February  28,  1983. 


EDITORIAL  OUTLINE 

Housing  has  always  been  the  most  significant 
bellwether  of  economic  trends — up  or  down.  The 
Forbes  "Housing  Industry"  Supplement  will  focus 
on  the  size,  scope  and  impact  of  the  biggest 
market  in  the  American  economy.  It  will  include  a 
look  at  buy-side  and  sell-side  participants,  re- 
lated industries  and  the  investment  and  financial 
markets.  It  will  analyze  demand/supply  factors, 
changes  in  the  housing  market  affecting  con- 
struction, financing  and  investing  in  the  primary 
and  secondary  buy-seil  markets.  This  overview  of 
housing  developments  in  early  1983  will  also 
cover  the  following  issues: 

•  Past  and  present  housing  development  and 
characteristics. 

•  Significance  of  home  culture  to  families  and  in- 
dividuals. 

•  How  to  buy  a  house — and  when  to  buy. 

•  How  to  sell  a  house — and  when  to  sell. 

•  Scenario  of  the  typical  house:  who  builds  it,  oc- 
cupies it,  buys  it,  sells  it  and  finances  it. 

•  Investment  opportunities,  and  caveats,  in  hous- 
ing securities. 


Wall  Street's  Intermarket: 
Mergers  and  Divestitures 

Appearing  in  the  June  6,1983 
issue.  Closing  date  for  advertising: 
April  11,  1983. 


EDITORIAL  OUTLINE 


A  look  at  the  impact  mergers  and  divestitures 
have  on  today's  economy  focusing  on  the  role  in 
vestment  banks  and  other  Wall  Street  middle-me 
play  in  this  fast-paced  financial  intermarket.  In 
covering  what  and  where  the  market  is,  how  it 
works  and  its  importance  to  participants  and  in- 
vestors alike,  the  supplement  will  highlight  the  fc 
lowing  areas: 

•  Mergers'  and  divestitures'  role  in  the  economy 

•  Modern  mergers  and  divestitures  techniques. 

•  The  intermarket's  importance  to  corporate  dec 
sion-makers. 

•  Significance  of  mergers  and  divestiture  earn- 
ings to  Wall  Street  middle-men. 

•  How  regulators  and  regulations  affect  this  mar 
ket. 

•  Scenarios  for  possible  future  developments. 

•  Mergers  and  divestitures,  the  investment  op- 
portunities and  caveats. 


"Money  certainly  is 
an  exciting  subject. 
There's  no  reason 
why  the  written  word 
about  it  should  be 
dull." 


As  a  financial  writer,  editor  and  communications  consultant  for  more  than  25 
years,  Ed  OToole  is  uniquely  qualified  to  author  these  Forbes  Special  Advertising 
Supplements.  His  insider  knowledge  of  the  financial  industry  and  lively,  plain- 
language  writing  style  provides  added 'dimension  to  the  editorial  portion  of 
Forbes  Special  Supplements. 

In  the  sixties,  Mr.  OToole  covered  the  money  market,  stock  market  and  interna- 
tional financial  markets  as  a  reporter  and  foreign  correspondent  for  The  New  York 
Times  In  the  seventies,  he  wrote  extensively  on  consumer  finance  as  a  columnist 
syndicated  by  the  Washington  Post,  and  as  a  frequent  contributor  to  major  busi- 
ness publications.  In  the  eighties,  Edward  T.  OToole  Associates  provides  com- 
munications counseling  to  financial  services  organizations.  His  books  include: 
"The  New  World  of  Banking",  "How  To  Gain  Financial  Independence",  and  "Op- 
portunities in  The  Securities  Industry." 


mportant  Corporate  and  Financial  Markets 


The  New  Competitive  Arena 
For  Financial  Services 

Appearing  in  the  September  12,  1983 
issue  Closing  date  for  advertising: 
July  18,  1983. 


Financing  Your 
Leisure  Years 

Appearing  in  the  November  21,  1983 
issue.  Closing  date  for  advertising: 
September  26,  1983. 


EDITORIAL  OUTLINE 


EDITORIAL  OUTLINE 


The  financial  services  industry  is  one  of  the  fast- 
est-growing segments  of  American  business. 
With  more  and  more  companies  vying  for  their 
share  of  the  expanding  financial  services  mar- 
kets, the  competition  among  established  and 
newly-formed  financial  institutions  has  greatly  in- 
tensified. Once  the  province  of  local  financial 
institutions,  reduced  regulatory  and  legal  barriers 
have  created  a  new  nation-wide  marketplace  for 
an  ever-widening  scope  of  financial  services.  In 
analyzing  the  major  participants  and  benefits  to 
consumers,  the  supplement  will  cover  the  follow- 
ing topics: 

•  Changes  in  financial  services  markets  in  re- 
sponse to  the  inflationary  environment. 

•  The  technological  innovations  putting  financial 
services  at  consumers'  fingertips. 

•  Growth  in  retirement  planning  and  financing. 

•  New  sources  for  consumer  credit. 

•  Residential  mortgaging  enters  the  20th  century. 

•  Importance  of  on-going  family  financial  plan- 
ning. 

•  Getting  your  maximum  dollar's-worth  from  fi- 
nancial services. 


As  follow-up  to  Forbes'  highly  successful  IRA 
Supplement  published  in  the  November  22,  1982 
issue,  "Financing  Your  Leisure  Years"  will  cover 
the  smorgasbord  of  retirement  plans  now  availa- 
ble. The  supplement  will  focus  on  the  need  to  re- 
spond to  changes  in  the  economic  environment 
through  selective  financial  planning.  It  will  explain 
the  wide  variety  of  options  on  how  to  conserve 
and  augment  the  assets  needed  to  enjoy,  rather 
than  suffer  through,  an  ever-increasing  span  of 
leisure  years.  In  presenting  an  overview  of  the 
three  cornerstones  to  retirement  planning — Social 
Security,  Corporate  Pensions,  and  self-directed 
programs  such  as  IRAs  and  Keoghs — the  sup- 
plement will  cover  the  following  areas: 

•  Kinds  of  institutions  profferring  plans. 

•  Differences  in  types  of  plans  available. 

•  Importance  of  flexibility  in  planning  for  leisure 
years. 

•  Why  timing  is  critical  when  changing  among 
plans  offered. 

•  How  to  keep  the  tax  bite  to  a  minimum. 

•  The  advantages  of  optimum  retirement  plan- 
ning in  achieving  optimum  estate  planning. 

•  Three  scenarios  for  retirement  planning  as  ex- 
emplified by  young  adults,  maturing  families 
and  older  individuals. 


Reach  Those  Who  Own  and  Run  American  Business 
Invest  in  Forbes  Special  Advertising  Supplements 

Financial  advertisers  can  bank  on  Forbes  Special 
Supplements  to  reach  America's  most  important  cor- 
porate executives  and  personal  investors  in  a  highly 
positive  and  compatible  editorial  environment.  Study 
after  study  shows  Forbes  to  be  read  regularly  by  more 
corporate  officers  and  top  managers  in  the  country's 
largest  companies  than  any  other  business  or  news 


magazine.  Invest  in  the  audience  that  matters  most  to 
financial  advertisers.  Advertise  in  Forbes  Special 
Advertising  Supplements  for  the  financial  industry. 

For  more  information  on  these  supplements,  the  mar- 
ket Forbes  delivers  and  the  outstanding  value  of  these 
special  advertising  opportunities,  contact:  Arnold  J. 
Prives,  Director  of  Advertising  Supplements,  Forbes 
Magazine,  60  Fifth  Avenue,  New  York,  NY  1001 1 .  Tel: 
(212)  620-2224 


Observations 


Disinflation  is  not  in  the  cards.  The  alter- 
natives: deflation,  hard  times;  or  bailouts, 
hyperinflation  and  economic  decline., 

THE  SLIDE 
CONTINUES 


By  Ashby  Bladen 


The  slide  toward  financial  crisis, 
which  began  in  1966,  has  been  ac- 
celerating slowly  but  steadily  ever 
since.  It  threatens  the  standard  of 
living  not  only  of  retirees  and  cou- 
pon clippers  but  of  every  one  of  us. 
Political  attempts  to  make  the  fi- 
nancial system  serve  additional 
goals,  beyond  those  that  it  works 
best  for,  are  making  it  steadily  less 
capable  of  doing  its  original  job. 
There  is  an  inevitable  progression  of 
decline.  First,  the  creation  of  exces- 
sive purchasing  power  through  the 
overexpansion  of  credit  causes  in- 
flation. There  follows  a  progressive 
deterioration  of  confidence  as  the 
burden  of  interest  and  principal  pay- 
ments become  too  heavy  for  the  in- 
comes that  are  supposed  to  support 
that  burden. 

Confidence  is  deteriorating  most 
rapidly  in  the  international  sphere. 
The  crisis  there  will  feed  back  into 
our  domestic  markets  largely 
through  the  declining  creditworthi- 
ness of  the  American  financial  in- 
stitutions that  have  lent  abroad  so 
liberally.  However,  let's  look  at  our 
own  country  first. 

When  our  financial  system  was 
working  well,  it  enabled  forward- 
looking  people  to  provide  for  their 
own  future  needs  and  family  re- 
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sponsibilities.  They  did  so  by  con- 
suming less  than  they  produced 
during  their  most  fruitful  years  and 
investing  the  resulting  savings  in 
financial  claims  like  bank  accounts, 
bonds  and  life  insurance  policies. 
Businesses  borrowed  those  savings. 
With  the  money,  businesses  bought 
the  tools  that  make  the  production 
of  goods  and  services  more  efficient. 
There  will  always  be  an  argument 
about  how  the  resulting  increase  in 
the  standard  of  living  should  be  di- 
vided— how  much  to  businesses  as 
profits,  to  workers  as  wages  and  to 
savers  as  interest.  But  the  key  point 
is  that  an  effective  system  of  saving 
and  investing  makes  everybody  bet- 
ter off.  We  all  have  a  vested  interest 
in  seeing  the  system  survive. 

During  the  last  couple  of  decades 
the  financial  system  has  been  work- 
ing progressively  less  well.  It  still 
provides  most  of  us  with  more  dol- 
lars each  year,  but  recently  the  in- 
crease has  been  going  mostly  for 
higher  prices.  The  real  standard  of 
living  is  stagnating.  For  the  country 
as  a  whole,  the  portion  of  our  in- 
comes that  goes  for  debt  service  is 
rising  rapidly.  That  is  the  test  by 
which  we  credit  analysts  judge 
whether  borrowers  are  getting  into 
trouble. 

Why  are  debt  service  burdens 
soaring?  It  all  starts  with  inflation, 
which  begins  in  the  public  sector, 
when  the  government  promises  the 
people  more  goodies  than  it  takes 
from  them  in  taxes.  For  example, 
the  Social  Security  programs  are 
now  promising  to  pay  us  benefits 
over  the  next  three-quarters  of  a 
century  that  have  a  current  value  of 
about  $3  trillion  more  than  the  dis- 
counted present  value  of  the  taxes 
that  we  are  now  scheduled  to  pay 
for  those  benefits.  Thinking  about 
the  inflationary  implications  of  that 
sort  of  thing  leads  people  and  busi- 


MONEY  &  INVESTMENTS 


nesses  to  borrow  excessively  in  or- 
der to  buy  real  things  whose  prices 
they  hope  will  go  up  and  provide 
them  with  inflation  hedges. 

The  resulting  borrowing  and  in- 
flation-hedging spree  is  now  creat- 
ing an  offsetting  deflationary  pres- 
sure through  the  rising  burden  of 
debt  service  charges  on  incomes. 
Deflation  can  be  postponed  as  long 
as  lenders  are  willing  to  roll  over 
their  loans.  But  eventually  they  get 
worried  about  the  ability  of  the  bor- 
rowers to  repay  and  press  them  to 
sell  their  assets  for  whatever  those 
assets  will  bring  in  order  to  pay 
down  their  debts.  We  are  now  close 
to  that  crucial  point.  The  confi- 
dence that  debts  can  be  refinanced 
is  giving  way  to  the  fears  that  lead 
to  liquidation  and  deflation. 

If  market  forces  were  allowed  to 
work  without  further  political  in- 
terference, we  would  clearly  be  on 
the  brink  of  deflation  and  hard 
times.  But  the  rising  trend  of  bank- 
ruptcies and  foreclosures,  along 
with  the  financial  crises  in  agricul- 
ture and  Social  Security,  guarantee 
that  market  forces  will  not  be  left 
alone  to  work  themselves  out.  If  the 
government  now  decides  to  bail  ev- 
erybody out  by  making  subsidized 
credit  universally  available  to  over- 
extended businesses,  homebuyers 
and  farmers,  and  by  paying  Social 
Security  out  of  general  revenues,  it 
will  restore  everybody's  faith  that 
borrowing  in  order  to  buy  inflation 
hedges  is  a  game  you  can't  lose.  The 
winners  get  to  keep  their  winnings, 
but  losers  pass  their  losses  on  to  the 
taxpayers.  That  will  send  the  rate  of 
debt  formation  through  the  roof, 
precipitate  hyperinflation  and  con- 
vince everybody  that  saving  is  a 
game  you  can  only  lose.  Credit  will 
then  be  used  exclusively  to  finance 
inflation  hedges,  bringing  economic 
progress  to  a  screeching  halt. 

As  a  practical  matter,  some  politi- 
cally powerful  debtors  will  be  bailed 
out  and  less  influential  debtors  will 
not  be.  Whether  enough  debtors 
will  be  bailed  out  to  overcome  the 
deflationary  pressures  and  create 
hyperinflation  is  a  political  decision 
that  will  be  fiercely  debated  during 
the  next  two  years,  but  that  prob- 
ably cannot  be  decided  before  the 
1984  presidential  election.  Mean- 
while, we  are  in  for  enormous  un- 
certainty and  unprecedentedly  vola- 
tile financial  markets.  ■ 
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COMPUTERS 


BUSINESS  OPPORTUNITIES 


EXECUTIVE  GIFTS 


INDUSTRIES  INC. 

10% -15%  DISCOUNT 
9C  OR  MORE 


EXECUTIVE  GIFTS 


JRS-80 


t  »U  NEW  I  IIU-UU  BY  RADIO  SH»CK 

and  New  in  Cartons  Delivered  Save  State 
iles  Tax  Texas  Residents  Add  Only  5%  Sales 
x  Open  Mon  -Sat  9-6  We  pay  freight  and 
surance  No  extra  charge  tor  Mastercard  or 
sa.  Call  us  tor  a  Reference  Farmers  State 
jnk  Brookshire,  Texas 

ORDER  MODEL  16  TODAY 

Orders:  1-800-231-3680 
22511  Katy  Fwy 
Katy  (Houston),  Texas  77450 
Questions  &  Inq  ?  1-713-392-0747 
©  1980,  Marymac  Industries,  Inc. 
Ed  or  Joe  McManus 


IISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
lember  Jewelers  Board  of  Trade. 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
3REENVILLE,  KENTUCKY  42345 
l_L  FREE  SERVICE  1-800-626-8352 

COMPLETE  LINE  OF 
INVESTMENT  QUALITY 
JRAZILIAN  GEMSTONES 

Direct  from  the  Mines  of 
JITED  MINING  CORPORATION 
u.s.  office: 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
Industria  De  Joias  Padua  LTDA. 
Belo  Horizonte,  Brazil 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A242  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 

In  red  and  gold 

leatherette. 

Slipcase:  $5.95; 

three  for  $17 

Binders:  $7.50; 

three  for  $21.75 

end  check  with  your  name  and 

address  to: 

JESSE  JONES  BOX  CORP. 

Dept.  FB,  P.O  Box  5120 

Philadelphia,  PA  19141 

BUSINESS  OPPORTUNITIES 

Established  businesses  located 
west  of  the  Mississippi  for  sale  by 
owners.  Many  owner  financed. 
All  price  ranges  available. 
Call  collect 

Energy  &  Related  Businesses. 
Manufacturing 
Retail  &  Wholesale 

(non-durable  goods) 
Business  Services 

AFFILIATED  BUSINESS 
CONSULTANTS 

Box  6339.  Dept.  F,  Co.  Spgs.  CO  80934 
(303)  630-8188.  Ext  14 
No  fee  to  buyer  involved 


Be  in  the  Business 
of  Selling  Business 
Opportunities 

Own  a  VR  Business  Brokers  franchise 
VR  will  train  you  to  be  the  professional 
broker  representing  sellers  and  attracting 
buyers  by  offering  good-quality  busi- 
nesses for  sale.  350  existing  franchised 
offices  can't  be  wrong.  Attend  a  VR 
Discovery  Seminar  and  get  the  facts. 
Call  Franchise  Sales  at  1-800-343-4831; 
or  in  MA.  617-444-3040.  (Mon.-Fri.. 
9-5,  EST). 


Ml 


BUSINESS 
BROKERS' 


MAIL  ORDER  OPPORTUNITY 


Start  a  profitable  home  business  in 
America's  fastest  growing  industry 
—  growing  50%  faster  than  general  retail 
Nationally  known  authority  will  teach 
you  No  previous  experience;  no  product 
investment  required  Work  full  or  part 
lime  Write  for  free  book  about  mail  order 
opportunities,  case  histories,  plus  com- 
plete details  No  obligation. 

Mail  Order  Associates 
Dept.  566,  Montvale,  NJ  07645 


 HOME  IMPORT  

MAIL  ORDER  BUSINESS 

Big  earnings  in  profitable  spare/full 
time  project.  Deal  direct  with  over- 
seas suppliers  Newest  products  at 
fraction  U.S  cost.  Up  to  500% 
profit.  No  product  investment 
Famous  world  trader  starts  you. 
Write:  Mellinger,  Dept.  H1591 
Woodland  Hills,  CA  91367 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  800-362-7052 
SOUTHLAND  UNIVERSITY 
Dept.  21B       35  N  Craig  Ave 
Pasadena,  CA  91107 


^tampion  Stall,  £td. 


THE  EXECUTIVE  COLLECTION 

Hampton  Hall  Ltd.,  the  leading  manufacturer  of  corporate  neckware,  will 
design  a  handsome  tie  and  scarf  for  your  company,  or  school.  Add  to  this  a  leather 
bound  wallet  and  a  belt  of  the  same  motif  and  you  have  the  Hampton  Hall 
executive  collection.  Custom  designed  tote  bags  and  hats  are  also  available.  For 
additional  information  and  brochure,  please  call  or  write:  (min  orHer  150  units) 
HAMPTON  HALL  LTD.,  51  East  42nd  St.,  N.Y.,  N.Y.  10017  (212)  687-6810    Dept.  KB-l 


REAL  ESTATE 


CAPE  COD,  Massachusetts 

*Cotuit  Waterf  ront  with  dock 

$325,000. 
*One  acre  lot  Cotuit  Bay  $300,000. 
*New  3  bedroom  cape  with  dock 

$425,000. 

Cotton 

john  cotton,  jr.  real  estate 
15  West  Bay  Rd  .  Osterville,  MA  02655 
(617)428-9115 


HEWLETT-PACKARD  -  APPLE  - 
ATARI  -  TEXAS  INSTRUMENTS  - 
ATARI  -  COMMODORE  Calculators 
and  computers  Apple  48K  $1069  00 
DD  w/controller  499.00  Commodore 
Vic  20  $184.95  -  Super  64K  com- 
puter $595  00  -  Atari  400-16K 
$199.95'  -  Atari  800-48K  $659.96  - 
Tl  99/4A  Computer  $199.95'  - 
Franklin  Ace  100-64K  $799.95  -  Tl  59 
$104  00'  -  PC  100C  printer  $149  95 
-  HP  41CV  $219  95  -  HP  41C 
$163  95  -  Colecovision  $199  95  - 
HP  computers.  For  thousands  of 
items  for  sale  al  great  prices  send 
$2  00  for  our  112  page  catalog. 
'May  include  manufacturer  s  rebate 
plans— call  or  write  for  info. 
OSC,  PO  Box  74545,  LA  Cal 
90004  —  800-421-8045  or  213- 
739-1130  in  California  800-252-2153 


FREE  CATALOG 

Big  .  .  .  Free  SPRING  Catalog  describes 
and  pictures  farms,  ranches,  acreages,  rec- 
reational properties,  businesses,  town  and 
country  homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansa  City,  MO.  64112 


CONSULTING 


PERSONALIZED 
NAPKINS,  ETC. 

for  business  or  home. 
20%  discount  during  January. 
Send  for  catalogue  of  300  items, 

sizes,  colors. 
Lakeview  Imprints,  Lakeview, 
Arkansas  72642-501-431-5333. 


TRAVEL 


BUSINESS  VALUATIONS 

For  Taxes,  Litigation,  ESOP,  Sale 
Comp.  Plans.  Consult,  to  Law, 
Business,  Gov't.  Tax  Authorities 

Experf  Court  Testimony 
AMBROSE/MANAGEMENT 
ADVISORS,  INC. 
1200  Lincoln  #410.  Denver,  CO  80203 
303/571-0111 


Forbes: 
Capitalist  Tool 


Cruise  beautiful  French  canals 
on  hotelboat'  Superb  French 
cuisine  Relax  on  sundeck  or  cy- 
cle alongside  while  floating 
through  Burgundy  Visit  pictur- 
esque villages  and  chateaus  In- 
dividuals or  charter  group  (max- 
imum-12).  Paris  pickup.  HORI- 
ZON, 215  N.  75th,  Belleville,  IL 
62223,  800-851-3448 


FORBES  CLASSIFIED  is  published  in 
the  first  issue  of  each  month.  Adver- 
tising closing  date  is  one  month  pre- 
ceding date  of  issue. 

Frequency  discounts  available.  Pay- 
ment must  accompany  order  unless 
from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIED 

60  Fifth  Avenue/New  York,  NY  10011 
(212)  620-2440 


WHICH 

NO  LOADS 

(no  broker  foe) 

ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


Venture  Capital 


GROWTH  FUND  GUIDE  is  a  service  that  tells 
you  what  it  thinks  and  why.  No  doubletalk. 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
ratings,  charts,  risk  ratios  &  strength  studies  on 
what  are  believed  to  be  the  nation's  top  NO-LOAD 
(no  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Cash  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  all  covered 
See  which  NO-LOADS  are  now  leading  the 
way  up  in  each  classification. 

SPECIAL  $2  OFFER  , 

will  bring  you  immediately  by  return  mail 

Our  current  issue  Reg.  $7.50 

+  Bonus  report  No  Load  vs.  Load  Reg.  $4.00 

Simply  mail  this  ad  and  $2  to 

GROWTH  FUND  RESEARCH,  INC. 

Growth  Fund  Research  Bldg. 
Yreka,  Calif.  96097 
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|  THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  EUNDS 

FIGHT  BACK 
WITH  MONEY! 

Mr.  Tranmission's  national  chain 
of  automotive  centers  is  expanding 
RIGHT  NOW  — 

For  the  RIGHT  individual  we 
offer: 

•  Financial  Assistance 

•  Unlimited  Income 

•  Fully  Equipped  6-Bay  Center 

•  Complete  Training 

•  Prime  Locations 

If  you  have  a  minimum  of  $20,000 
and  feel  you  are  ready  to  make  the 
money  you  know  you  are  worth, 
we  will  send  you  our  "MR.  T. 
SUCCESS  PACKET." 

CREATE  YOUR  OWN 
FUTURE  IN  THE  ECO- 
NOMY —  IT'S  YOUR  TURN! 

Contact  Ed  Fry  at  800-251-3504 
Tennessee  residents  call  collect 
615-833-5030. 


While  other  industries  are  facing  their 
worst  time  since  the  Great  Depression, 
venture  capital  is  thriving. 

A  PETUNIA  IN  THE 
ONION  PATCH 


By  Thomas  P.  Murphy 


Let's  keep  this  quiet.  It's  considered 
insensitive  to  talk  of  a  boom  when 
the  newspapers  are  full  of  pictures 
of  soup  kitchens  and  unemployed 
autoworkers.  Nevertheless,  the 
venture  capital  business  is  boom- 
ing. That's  a  fact. 

You  wouldn't  conclude  that  from 
what  you  read;  venture  capitalists 
aren't  doing  much  crowing  about 
their  successes.  When  reporters  call 
them,  they  turn  cautious.  The  ven- 
ture capitalist  admits  that  his  own 
fund  is  doing  fine,  but  otherwise  he 
is  full  of  reticence:  Deals,  he  will 
tell  the  press,  are  getting  overpriced, 
there  is  quite  a  lot  of  foolish  stuff 
being  financed,  and  a  bunch  of  gun- 
slinging  amateurs  and  heavy-hand- 
ed institutions  have  infiltrated  the 
industry. 

Maybe  so,  but  the  bottom  line 
tells  a  different  story.  Returns  on 
some  of  the  venture  funds  have 
moved  from  excellent  to  spectacu- 
lar. A  fair  number  of  funds  are 
showing  compound  growth  rates  of 
30%  to  50%.  One  that  I  saw 
showed  90%!  If  there  are  any  los- 
ers among  the  funds,  I  haven't 
heard  of  them. 

With  returns  like  these,  venture 
capitalists  are  upping  their  own 
share  of  the  profits.  The  old  rule  of 
thumb  was  20%  to  the  venture 
capitalists  after  the  investors  got 

Thomas  P.  Murphy  heads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn. 


all  of  their  capital  back.  One  major 
fund  recently  raised  that  to  30% 
and  was  hugely  oversubscribed  by 
investors. 

But  just  how  long  can  this  keep 
up,  what  with  so  much  talk  of 
depression  in  the  air?  Quite  a  lot 
longer,  I  would  guess.  For  it  is  still 
early  in  the  game.  Venture  manag- 
ers are  astonished  to  find  them- 
selves raising  $50  million  to  $100 
million  for  a  fund,  something  un- 
heard of  until  recent  years,  but  this 
is  peanuts  by  the  standards  of  most 
industries.  The  whole  venture  in- 
dustry, laid  end  to  end,  will  invest 
less  this  year  than  IBM  alone 
spends  on  research. 

What  I  am  saying  is  that  the  na- 
tion could  use,  put  profitably  to 
work,  a  good  deal  more  venture  cap- 
ital than  it  is  currently  getting. 

Consider  just  one  market  that  in- 
trigues venture  people,  the  new  SVa- 
inch  Winchester  discs.  These  are 
high-capacity  information  storage 
devices  that  have  been  around  a 
long  time  but  are  now  starting  to 
sell  to  the  microcomputer  market. 
Kenneth  G.  Bosomworth,  who 
heads  a  market  research  firm  called 
International  Resource  Develop- 
ment, estimates  that  the  market  for 
Winchester  discs  was  $189  million 
this  year  and  will  triple  by  1986. 

There  will  be  plenty  of  competi- 
tion. An  estimated  50  companies 
are,  or  say  they  are,  going  to  make 
Winchester  disc  drives,  and  most  of 
them  are  probably  backed  by  ven- 
ture money.  They  are  not  all  going 
to  flourish,  but  the  market  is  so 
huge,  and  growing  so  fast,  that 
many  will.  The  major  venture  funds 
are  so  widely  diversified  that  they 
can  write  off  a  good  many  $1  mil- 
lion and  $2  million  failures  with 
one  $100  million  success.  A  single 
success  will  pay  for  a  whole  portfo- 
lio of  flops. 
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CORPORATE  REPORT 


It's  where  publicly-held  corporations 
can  report  current  developments  to 
America's  most  important  investors. 


Corporate  Report  Updates  appears 
once  a  month.  For  added  editorial 
impact  relevance,  it  will  be 
positioned  in  Forbes'  popular  section, 
"Money  and  Investments." 

Forbes  has  over  700,000  subscribers 
and  a  total  readership  that  exceeds 
2,250,000.  Ninety-eight  percent  of 
Forbes'  subscribers  have  an 
investment  portfolio  with  an  average 
value  of  $473,000.  Half  are  involved 
with  helping  corporations,  institutions, 
pension  funds,  trusts,  etc.  make 
investment  decisions. 

Once  each  month,  in  Corporate 
Report  Updates,  you  will  reach  them 
all  when  they  reach  for  Forbes.  It 
will  pay  you  to  get  all  the  facts. 
Just  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
Phone:  (212)620-2371 


Market  Trends 


MONEY  &  INVESTMENTS 


It  has  been  out  of  favor  for  nearly  15 
years,  but  patient  investing  is  finally 
about  to  come  back  into  its  own. 

BUY  AND  HOLD 


By  Richard  B.  Hoey 


You  do  not  have  to  like  the  New  York. 
Times  as  a  newspaper  to  love  the 
stock  of  the  parent  company  as  a 
basic  buy-and-hold  investment. 

If  you  publish  a  newspaper  or  a 
magazine,  the  key  to  prosperity  is 
not  circulation.  The  key  is  to  have 
readers  who  have  a  lot  of  money  to 
spend.  Then  you  can  charge  a  pre- 
mium price  for  advertising  space. 
Malcolm  Forbes  won't  sell  you  a 
piece  of  Forbes  magazine  but  you 
can  buy  into  the  New  York  Times. 

The  famous  newspaper  accounts 
for  about  two-thirds  of  the  revenues 
and  earnings  of  The  Neir  York  Times 
Co.  (56).  It  doesn't  have  the  largest 
circulation  in  New  York  City — the 
troubled  New  York  Daily  News  does. 
But  its  advertising  linage  is  more 
than  triple  that  of  the  Daily  News 
because  advertisers  are  willing  to 
pay  for  access  to  its  wealthier,  high- 
er-income readers.  This  upscale 
penetration  of  the  Times  in  the  New 
York  area  is  being  supplemented  by 
its  national  edition. 

Since  1976  the  company's  earn- 
ings are  estimated  to  have  grown  at 
above  a  15%  rate,  while  cash  flow 
has  compounded  at  more  than  20% 
a  year.  The  company  has  a  pattern 
of  patient  farsighted  management 
with  a  willingness  to  make  invest- 


Riclmrd  B.  Hoey  is  vice  president,  chief 
economist  and  member  of  the  Investment 
Research  Committee  at  Warburg  Paribus 
Becker — AG  Becker 


ments  that  offer  prospects  of  excel- 
lent growth  in  future  cash  flow, 
even  if  they  temporarily  penalize 
reported  earnings.  This  is  true  not 
only  of  its  cable  operations  but  also 
of  its  purchases  of  regional  newspa- 
pers. This  long-term  management 
style  doesn't  do  much  for  m-and- 
out  speculators  but  should  be  at- 
tractive to  investors  willing  to  buy 
and  hold. 

Voting  power  in  the  Times  is 
skewed  in  favor  of  the  Class  B 
stock — which  is  tightly  held — while 
the  public  can  buy  the  Class  A  stock. 
The  New  York  Stock  Exchange  dis- 
approves such  discrimination  in  vot- 
ing power  against  the  public  stock- 
holders, so  the  stock  trades  on  the 
American  Stock  Exchange. 

Earnings  per  share  from  continu- 
ing operations  should  rise  from 
about  $3.95  in  1982  to  about  $4.40 
in  1983.  At  about  13  times  estimat- 
ed 1983  earnings,  the  stock  is  an 
attractive  long-term  investment. 
My  advice  is  to  buy  some  now,  add 
more  during  periods  of  weakness 
and  hold  for  five  to  ten  years. 

I  cite  this  stock  because  it  is  suit- 
able for  a  buy-and-hold  investment. 
This  approach  has  been  out  of  favor 
for  nearly  15  years,  but  I  think  that 
its  time  has  come  again.  The  maxi- 
mum long-term  capital  gains  tax  is 
only  20%.  The  long,  gruesome  de- 
cline in  price/earnings  multiples 
has  come  to  an  end.  The  key  to  the 
long-term  trend  of  the  average  P/E 
in  the  stock  market  is  the  level  of 
long-term  interest  rates.  Long-term 
government  bond  yields  are  already 
down  about  one-third  from  their  all- 
time  peaks.  This  is  a  bull  market.  It 
will  have  some  sharp  corrections, 
but  my  advice  is  to  dedicate  part  of 
your  investments  to  a  buy-and-hold 
portfolio. 

Investors  with  a  long-term  view- 
point should  recognize  the  powerful 


dynamics  of  growth  in  the  health 
care  industry.  As  a  growing  portion 
of  our  population  ages,  the  per-capi- 
ta  demand  for  health  care  grows  rap- 
idly. The  result  is  a  demand  growth 
that  persists,  irrespective  of  eco- 
nomic conditions. 

A  buy-and-hold  stock  in  the 
health  industry  is  Warner-Lamhert 
(29).  Traditionally,  the  stock  sold  at 
a  lower  price/earnings  multiple 
than  other  drug  stocks  because  it 
sold  a  variety  of  other  consumer 
products.  The  portion  of  its  operat- 
ing profits  attributable  to  health 
care  has  risen  from  60%  in  1979  to 
an  estimated  75%  by  early  1983. 

There  are  early  signs  of  increased 
productivity  in  the  company's  re- 
search-and-development  effort, 
with  17  new  products  in  the  pipe- 
line that  could  add  about  $1  to  earn- 
ings per  share  by  1986.  Earnings  per 
share  should  rise  from  about  $2.05 
in  1982  to  $2.60  in  1983  and  $3.25 
in  1984.  Warner-Lambert  sells  at  11 
times  1983  estimated  earnings  and 
9  times  1984  estimates.  The  gap 
between  its  multiple  and  that  of 
other  drug  stocks  should  soon  begin 
to  close. 

Pfizer  (73)  is  another  fine  drug 
stock.  Earnings  have  been  growing 
at  close  to  a  10%  annual  rate  in  the 
last  five  years  but  should  accelerate 
to  a  20%  pace  through  1985.  Health 
care  contributed  76%  of  operating 
profits  in  1979  and  should  reach 
90%  by  about  1985.  New-product 
development  at  Pfizer  has  so  much 
momentum  that  the  company 
should  eventually  become  the  num- 
ber one  prescription-drug  company 
in  the  U.S.  Earnings  should  be  about 
$4.25  for  1982  and  $5.35  for  1983. 

Another  stock  with  excellent 
long-term  growth  potential  is  Angel- 
ica (36).  The  company  is  a  leader  in 
the  health  care  linen-rental  market. 
It  serves  5%  of  all  hospitals,  but  has 
a  19%  market  share  among  inves- 
tor-owned hospitals,  which  are  the 
most  aggressive  in  using  such  cost- 
saving  services.  The  pressure  to  cut 
costs  is  likely  to  induce  more  of  the 
not-for-profit  hospitals  to  sign  up 
with  Angelica.  The  company  earned 
about  $2.25  in  1982  and  should  earn 
about  $2.70  in  1983.  It  should  be 
able  to  generate  earnings  growth  of 
15%  to  20%.  With  this  stock,  too,  I 
would  buy  some  now,  add  to  posi- 
tions on  any  market  correction  and 
hold  for  the  long  pull.  ■ 
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After  a  long  dry  spell,  when  profits  were 
scarce,  I  finally  had  a  decent  six  months. 
Five  winners,  one  loser,  two  washes. 

A  PROFIT 
IN  YOUR  POCKET 


By  Stanley  W.  Angrist 


It  wasn't  just  stock  traders  who 
made  money  since  July.  Commod- 
ity traders  who  followed  the  recom- 
mendations in  this  column  also  did 
well.  As  my  regular  readers  know, 
the  last  few  evaluation  periods  have 
not  been  all  that  profitable,  but  they 
have  not  been  financial  disasters, 
either.  The  last  six  months,  howev- 
er, broke  that  mediocre  tradition.  I 
had  a  good  six  months. 

My  first  recommendation  for  this 
period  took  place  in  the  July  19  is- 
sue and  concerned  a  long  wheat/ 
short  corn  spread.  When  the  recom- 
mendation was  made,  it  was  possi- 
ble to  buy  December  wheat  at  a 
$1.03  premium  to  December  corn.  I 
was  looking  for  the  spread  to  widen 
at  least  50  cents.  By  Aug.  22  it  had 
widened  to  35  cents,  and  I  was  feel- 
ing smug.  Then,  the  trade  started  to 
collapse.  I  suggested  that  traders 
risk  no  more  than  20  cents  on  it, 
and  I  assume  that  they  would  only 
have  given  up  that  much  of  their 
profit.  Thus,  I  am  taking  credit  for  a 
15-cent  profit  ($750)  on  the  trade. 

My  next  recommendation  was 
made  in  the  Aug.  16  issue.  It  was  a 
bull  spread  that  involved  going  long 
the  March  Value  Line  stock  index 
contract,  while  going  short  the  Sep- 
tember Standard  &  Poor's  stock  in- 
dex contract.  The  reasoning  was 


Stanley  W  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


based  on  my  belief  that  stock  prices 
were  going  to  go  higher.  If  that  were 
true,  the  more  distant,  unweighted 
Value  Line  average  should  do  better 
than  the  S&P's  average.  Because  the 
contract  that  was  shorted  had  a  Sep- 
tember expiration,  we  were  not  in 
the  trade  very  long.  Nevertheless,  it 
did  produce  a  $1,100  profit  per 
spread  in  about  a  month.  The  idea 
and  timing  were  good;  the  choice  of 
contract  months  left  something  to 
be  desired. 

In  the  Aug.  30  issue  I  looked  at  a 
couple  of  intermarket  wheat 
spreads — specifically,  long  Kansas 
City/short  Minneapolis  and  long 
Chicago/short  Minneapolis.  It 
would  not  have  been  possible  to  en- 
ter the  first  trade.  However,  the 
Chicago/Minneapolis  trade  could 
have  been  entered  at  a  25-cent  pre- 
mium to  Minneapolis.  The  risk  was 
10  cents  on  the  trade,  and  smart 
traders  would  have  been  stopped 
out  very  quickly  with  a  $500  loss. 

I  returned  to  one  of  my  favorite 
trades — bellies  versus  hogs — in  the 
Sept.  27  column.  As  a  rule,  this 
trade  can  provide  as  much  excite- 
ment as  a  trip  to  Las  Vegas.  I  rec- 
ommended that  you  buy  the  Febru- 
ary bellies  and  sell  the  February 
hogs  if  the  bellies  sank  as  low  as  21 
cents  over  the  hogs.  Conversely,  if 
the  bellies  went  to  a  30-cent  premi- 
um over  the  hogs,  I  suggested 
buying  the  hogs,  while  selling  the 
bellies.  Much  to  my  disappoint- 
ment, neither  happened,  as  this 
spread  has  managed  to  trade  be- 
tween the  two  trip  points  since  the 
recommendation. 

The  Oct.  1 1  issue  of  Forbes 
brought  a  recommendation  that 
would  have  paid  for  a  lifetime  sub- 
scription with  money  left  over.  In 
that  issue,  I  suggested  that  venture- 
some traders  buy  two  April  plati- 
num contracts,  while  selling  one 
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April  gold  contract,  with  the  gold  at 
least  at  a  $120-per-ounce  premium. 
By  Oct.  25  the  premium  had 
dropped  to  $80,  the  recommended 
profit  point.  This  $40-per-ounce 
drop  produced  a  profit  of  $4,000  per 
spread — one  of  the  biggest  profits  in 
the  shortest  time  period  ever  real- 
ized on  one  of  my  trades.  Such 
trades  don't  happen  often,  but  when 
they  do,  they  are  very  sweet  indeed. 

Cotton  grabbed  my  attention  in 
the  Oct.  25  issue.  It  was  not  a 
worthwhile  grab.  The  trade  was 
long  March/short  May,  with  the 
May  at  a  140-point  premium.  Even 
though  there  was  lots  of  cotton 
around,  I  thought  the  fundamentals 
could  still  produce  a  modest  runup 
in  cotton  prices — hence  the  bull 
spread.  It  didn't  happen.  The  trade 
has  gone  nowhere,  and  it  currently 
stands  pretty  close  to  the  entry 
point.  Call  it  a  wash. 

By  the  Nov.  22  issue  I  was  already 
thinking  about  spring.  An  anomaly 
struck  me  in  the  fact  that  April  gas- 
oline was  selling  close  to  April  heat- 
ing oil.  I  recommended  going  long 
the  former  and  short  the  latter, 
when  their  prices  were  within  2 
cents  of  each  other.  The  trade  could 
have  been  done  when  they  were 
within  a  penny  of  each  other.  The 
spread  has  now  widened  about  4.5 
cents  for  a  profit  of  $1,850.  It  could 
easily  reach  the  7-cent  profit  point. 

A  bull  spread  in  lumber  was  rec- 
ommended in  the  Dec.  6  issue,  with 
the  September  contract  selling  at  a 
$20  premium  to  the  March  con- 
tract. This  trade,  based  on  a  con- 
tinuing drop  in  interest  rates,  has 
started  to  work  and  it  has  now  pro- 
duced a  $250  profit.  I  think  there  is 
some  more  left  in  it. 

The  Dec.  22  column  had  a  recom- 
mendation for  a  bear  trade  in  coffee. 
It  is  too  soon  to  say  how  that  one 
will  work  out. 

There  were  ten  recommendations 
in  all  since  July.  Two  of  those  trades 
could  not  have  been  entered  at  the 
suggested  level.  Two  of  the  trades 
are  approximately  at  their  entry 
points.  Of  the  six  remaining,  five 
have  produced  profits  of  about 
$7,950,  averaging  more  than  $1,500 
per  trade.  The  one  loser  was  for 
$500,  making  the  net  gain  for  trad- 
ing in  the  last  six  months  $7,450, 
not  including  commissions.  More 
than  enough  for  a  nice  winter  vaca- 
tion. Bon  voyage!  ■ 
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Psychology  &  Investing 


Children  prefer  joysticks  and  control 
knobs  to  three  spinning  bands  of  fruits. 

ZAP,  YOUR 
ROBOT  IS  DEAD 


MONEY  &  INVESTMENTS 


By  Srally  Blotnick 


What's  going  on  in  the  video  games 
business?  What  brought  the  high- 
flying stock  of  Warner  Communica- 
tions so  abruptly  to  earth? 

Any  serious  analysis  of  children's 
games  must  begin  with  Philippe 
Aries.  More  than  20  years  ago,  in  a 
classic  work  entitled  Centuries  of 
Childhood:  A  Social  History  of  Family 
Life,  Aries  observed  that  games  once 
played  a  much  larger  role  in  our 
lives  than  they  do  today.  He  wrote: 
"Games  and  amusements  extended 
far  beyond  the  furtive  moments  we 
allow  them:  They  formed  one  of  the 
principal  means  employed  by  soci- 
ety to  draw  its  collective  bonds  clos- 
er, to  feel  united."  Aries  cites  an 
example — unthinkable  now — from 
the  late  15th  century  in  which  "the 
whole  population  of  the  village — 
men,  women  and  children — is  hav- 
ing a  snowball  fight." 

But,  says  Aries:  "In  the  17th  cen- 
tury a  distinction  was  made  be- 
tween the  games  of  adults  and  no- 
blemen and  the  games  of  children 
and  yokels.  At  first  games  were 
common  to  all  ages  and  classes,  but 
by  1600  toys  had  become  an  infan- 
tile specialty."  At  the  same  time, 
Aries  notes,  people  began  to  dress 
children  differently.  "At  the  end  of 
the  16th  century,  custom  dictated 
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that  childhood,  henceforth  recog- 
nized as  a  separate  entity,  should 
also  have  a  special  costume."  Until 
then,  children  had  been  clothed  and 
treated  as  pint-size  adults. 

During  the  period  gambling  began 
to  become  disreputable  for  the  first 
time — especially  for  children.  Dice 
and  cards  became  the  property  of 
grownups.  What  took  their  place  for 
children?  Thenceforth,  games  of 
skill  were  to  be  preferred  to  games  of 
chance.  And  so  it  has  remained  to 
this  day:  Gambling  for  adults, 
games  of  skill  for  children. 

If  you  have  borne  with  me  during 
this  excursion  into  history  you  are 
ready  to  understand  what  makes 
video  games  succeed.  To  begin 
with,  kids  still  prefer  games  of  skill 
to  gambling.  I  have  just  surveyed 
572  children,  median  age  8.6  years, 
and  the  results  are:  94% — 539  of 
them — prefer  arcade  games  or  the 
home  version  thereof  to  slot  ma- 
chines. They  tend  to  be  turned  off 
by  the  passive  nature  of  slot-ma- 
chine play.  "It's  dumb,"  said  one 
ten-year-old.  "You  stick  in  a  quarter 
and  just  stand  there  and  wait."  He, 
like  his  peers,  wanted  something 
more  active,  particularly  something 
that  allowed  them  to  develop  hand- 
eye  coordination.  Many  were  well 
aware  of  the  pleasure  that  video 
games,  as  well  as  outdoor  sports 
such  as  baseball,  could  provide  in 
this  regard.  Joysticks  and  control 
knobs  were  rated  as  much  more  ap- 
pealing than  three  bands  of  spinning 
fruits.  In  this  sense,  things  haven't 
changed  much  since  the  early  17th 
century.  Gambling  for  adults. 
Games  of  skill  for  children. 

Yet,  in  another  respect,  a  great 
deal  has  changed.  In  many  impor- 
tant ways  Pac-Man  is  a  true  chil- 
dren's game.  It  has  an  oral-aggres- 
sive theme;  it  responds  to  the  con- 
stant admonition  from  parents:  Eat 


and  one  day  you'll  grow  up  to  be  big 
and  strong.  (For  what?  To  be  able  to 
beat  up  Bad  Guys,  naturally.)  But 
Pac-Man,  Warner's  gold  mine,  is 
fading  now.  Of  the  kids  I  surveyed, 
more  than  80% — 463  out  of  572-- 
enjoy  other  games  more.  The  games 
that  are  replacing  the  child-oriented 
Pac-Man  in  popularity  tend  to  in- 
volve adult  themes.  Such  games 
give  them  the  opportunity  to  imi- 
tate what  goes  on  in  the  real  world. 

Aries  states  that  it  previously  took 
approximately  a  century  for  a  gar- 
ment or  game  to  be  abandoned  by 
adults  and  become  the  exclusive 
province  of  children,  for  instance, 
cowboy  outfits  and  puppet  shows. 
No  more.  Now,  not  only  are  kids 
seeking  adult  themes  in  their  video 
games;  adults  are  reveling  in  the 
same  video  games  kids  are.  The  gap 
between  children's  games  and 
adults'  seems  to  be  narrowing.  Aries' 
thesis  is  somewhat  dated  now.  Both 
children  and  adults  tend  to  like  the 
same  games.  More  than  half  the 
youngsters  in  my  sample  are  aware 
that  modern  warfare  has  become 
highly  electronic.  Video  games, 
therefore,  give  them  the  feeling  that 
they  are  doing  more  than  playing  a 
mere  game,  when,  for  instance,  they 
are  engrossed  in  Sub  Hunt  (a  $30 
cartridge  from  Mattel)  a  few  months 
after  the  Falkland  Islands  dispute. 

Adults  were  stunned  by  the  lethal 
damage  done  to  the  British  destroy- 
er Sheffield  by  a  single  guided  mis- 
sile. To  children,  however,  such 
outcomes  are  to  be  expected.  They 
have  become  so  comfortable  with 
the  marriage  of  computers  and  elec- 
tronics, on  the  one  hand,  and  explo- 
sive devices  on  the  other,  they  take 
it  for  granted  that  the  results  will  be 
devastating.  As  one  nine-year-old 
put  it,  "With  a  laser  gun  mounted 
on  a  rocketship — you  know,  like  in 
Star  Wars — you  should  be  able  to 
blow  up  a  whole  planet. " 

In  short,  pet-food  manufacturers 
long  ago  learned  that  pets  don't  buy 
the  products,  owners  do.  The  item, 
therefore,  has  to  appeal  to  the  person 
with  the  purchasing  power.  Similar 
rules  apply  to  the  world  of  video 
games.  Doubly  so.  Not  only  do 
adults  as  well  as  children  play  these 
games,  children  have  demands  of 
their  own.  If  you  want  to  succeed  in 
marketing  electronic  games  to  chil- 
dren, don't  bring  out  products  aimed 
solely  at  the  young.  ■ 
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"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

From  the  issue  of January  6,  1923) 

'Frankly,  I  hesitate  to  set  down  how 

loubtful  I  feel  over  what  unwise  ac- 
ion  may  cause  in  the  second  half  of 
.923.  We  have  most  of  the  elements 
md  materials  for  the  making  of  pros- 
>erity.  But  I  am  hot  at  all  sure  that 
hese  elements  and  materials  may  not 
)e  mishandled — mishandled  interna- 
ionally  by  European  and  American 
itatesmen;  mishandled  at  home  po- 
itically  by  the  radicals  in  Congress; 
nishandled  by  industrial  and  other 
corporations  overanxious  to  mark  up 
jrices  unduly;  mishandled  by  labor 
eaders  blindly  rather  than  prudently 
ntent  upon  forcing  up  wages." 

— Editor  B.C.  Forbes 

'Owing  to  unexpected  antagonism  of 

jrominent  Republicans  to  the  pro- 
josed  constitutional  amendment  pro- 
libiting  further  issuance  of  tax- 
jxempt  securities,  it  was  decided  to 
:able  the  resolution  until  the  middle 
)f  January." 


O.P.  and  M.J.  Van  Sweringen 
"Having  recently  acquired  three 
sizable  railroads,  the  'Nickel  Plate,' 
'Cloverleaf  and  Lake  Erie  &  West- 
ern, they  are  now  negotiating  for 
the  Chesapeake  &  Ohio.  .  .  ." 

"The  merger  era  is  not  coming;  it  is 
bere.  The  two  bright  Van  Sweringen 
brothers  in  Cleveland,  who  recently 
acquired  three  sizable  railroads,  are 
aegotiating  for  the  Chesapeake  &. 
Ohio  and  will  doubtless  consolidate 
all  their  roads  into  one  system.  The 
St.  Louis  &  San  Francisco  recently 
took  over  the  International  &  Great 
Northern.  Other  and  more  important 
railway  amalgamations  are  surely 
coming.  Close  on  the  heels  of  Bethle- 
hem Steel's  absorption  of  the  Lacka- 
wanna and  Midvale  companies  comes 
the  news  that  Youngstown  Sheet  & 
Tube  has  agreed  upon  terms  for  taking 


over  Brier  Hill.  The  largest  copper  pro- 
ducing company  in  America,  Ana- 
conda, which  recently  coralled  the 
largest  brass  consuming  company, 
American  Brass,  is  now  reported  to  be 
negotiating  for  Chile  Copper,  recog- 
nized as  the  biggest  low-cost  property 
in  the  world. ..." 

Fifty  years  ago 

(January  1,  1933) 

"Easy  money  has  continued  practical- 
ly up  to  the  close  of  1932  in  spite  of 
the  usual  seasonal  tendency  toward  a 
firming  up  of  rates  as  a  result  of  year- 
end  requirements  for  credit.  A  very 
slight  tendency  toward  firmness  has 
been  noted  in  some  centers,  but  it  has 
hardly  been  perceptible,  and  general 
rates  continue  near  the  lowest  in  a 
decade. 

Money  rates 

Year 
Latest  ago 
Call  Money  1%  3% 

60-90  Day  Time  V%  3Vi 

Commercial  Paper         1 V*  4 
New  York  Rediscount    2Vi      3 'A 

"Technocracy  could  be  suitably 
spelled  'Technocrazy.'  President 
Nicholas  Murray  Butler  should  ex- 
plain— or  disavow — Columbia  Uni- 
versity's connection  with  the  revolu- 
tionaries who  are  assiduously  pro- 
mulgating— doubtless  for  profit — 
grotesquely  ridiculous  figures  and 
'facts.'  Were  this  self-styled  group  of 
'engineers'  to  be  guilty  of  similarly 
inaccurate  calculations  in  building  a 
bridge,  it  would  collapse  before  com- 
pletion. Yet  they  pompously  pose  as 
possessing  a  surefire  panacea  for  all 
our  economic  ills.  'The  price  system 
must  go!'  they  shout.  Whether  the 
'techno-crazy'  panacea  should  be  la- 
beled Communism,  Syndicalism,  So- 
cialism, Sovietism,  I.W.W.-ismor  just 
what  hasn't  yet  been  made  clear." 

It  befitted  the  times  that  in  late 
1932  the  star  of  Technocracy  should 
rise  so  suddenly  and  burn  so  bright- 
ly— and  so  briefly.  For  years  an  eccen- 
tric young  engineer  named  Howard 
Scott  had  roamed  New  York's  Green- 
wich Village  preaching  the  economic 
notions  he  had  developed  years  earlier 
as  a  friend  of  Thorstein  Veblen  and  a 
consultant  of  the  radical  I.W.W.  (In- 
dustrial Workers  of  the  World).  By 
1932  he  had  enough  backing  to  put  a 
group  of  unemployed  architects  to 
work  at  Columbia  University  on  an 
"Energy  Survey  of  North  America";  a 
magazine  article  touted  Technocracy; 


and  suddenly  the  word  was  on  every- 
one's lips. 

Scott's  pitch  was  that  technology 
could  produce  vast  abundance  if  not 
undercut  by  the  credit,  investment  and 
price  system.  He  urged  that  control  of 
the  economy  be  given  to  the  engineers, 
who  would  scrap  the  price  system 
based  on  gold  for  a  kind  of  energy 
money,  to  be  issued  in  quantities  large 
enough  to  buy  the  output  of  the  fac- 
tories. How  to  effect  the  change? 
"Technocracy,"  said  Scott,  "is  not  in- 
terested in  political  methods." 

After  a  brief  period  of  indecision, 
the  forces  of  orthodoxy  fought  back  by 
calling  Scott  impractical,  unsound 
and  probably  subversive,  and  Colum- 
bia withdrew  its  hospitality.  But 
Technocracy's  sudden  decline,  after  a 
couple  of  months  in  the  spotlight,  was 
probably  caused  by  the  sudden  ap- 
proach of  even  darker  economic 
clouds. 

Twenty-five  years  ago 

(January  1,  1958) 

"Adding  to  [Detroit's]  problem,  there 
was  rugged  competition  from  a  long 
underrated  competitor — Europe.  Ac- 
cording to  Germany's  English-lan- 
guage export  magazine  Made  In  Eu- 
rope, more  than  190,000  made-in- 
Europe  cars,  from  Vauxhall  to  Volks- 
wagen, flooded  into  U.S.  markets  in 
1957.  Giant  British  Motors  Corp. 
(Austin,  Morris,  M.G.),  the  GM  of  the 
Continent,  had  supercharged  produc- 
tion-for-export  to  4,000  cars  a  month, 
2Vi  times  the  1956  rate,  while  Ger- 
many's prosperous  Volkswagen  was 
reportedly  outselling  Studebaker, 
Packard,  Chrysler's  Imperial  and 
Ford's  Continental  in  the  U.S." 


In  the  late  Fifties,  the  poor,  stubby  import- 
ed cars  bad  to  compete  with  elongated 
beauties  like  this  1958  Buick  hardtop 

"Businessmen  are  cutting  back  on 

their  capital  spending  plans  for  1958. 
One  survey  found  that  new  plant  and 
equipment  spending  this  year  will  be 
about  7%  less  than  last  year's  all-time 
high  of  around  $38.6  billion." 
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Things  were  good  once,  and 
they'll  be  good  again;  the 
only  trouble  with  the  world 
is  that  it's  right  now. 
Jack  Webb 


Man  is  not  the  creature  of 
circumstances;  circumstances 
are  the  creatures  of  man. 
Benjamin  Disraeli 


If  you  want  to  succeed  you 
should  strike  out  on  new 
paths  rather  than  travel  the 
worn  paths  of  accepted  success 
John  D.  Rockefeller 


Do  what  you  love.  Know  your 
own  bone;  gnaw  at  it,  bury  it, 
unearth  it  and  gnaw  it  still. 
Henry  David  Thoreau 


One  of  the  criteria  of 
emotional  maturity  is 
having  the  ability  to  deal 
constructively  with  reality. 
William  C.  Menninger 


Once  infatuated  with  our 
unprecedented  achievements, 
men  are  now  appalled  by 
the  realization  history  is 
big  enough  to  swallow 
them  up  too. 

Hermann  Joseph  Muller 


In  everything  one  must 
consider  the  end. 
Jean  de  la  Fontaine 


A  man  should  never  be 
ashamed  to  own  he  has  been 
in  the  wrong,  which  is  but 
saying  in  other  words, 
that  he  is  wiser  today 
than  he  was  yesterday. 
Alexander  Pope 


We  are  always  in  the 
forge,  or  on  the  anvil; 
by  trials  God  is  shaping 
us  for  higher  things. 
Henry  Ward  Beecher 


Thoughts 

on  the  Business  of  Life 


The  world  gets  better 
every  day — then  worse 
again  in  the  evening. 
Kin  Hubbard 


/  Resolve 

To  strive  to  contribute  something 
to  the  world,  its  work  and  the 
people  in  it. 

To  spend  and  he  spent  in  worthy1 
service. 

To  adhere,  the  best  I  can,  to 
the  Golden  Rule. 

To  philosophize  more,  recalling 
always,  when  things  go  awry, 
"  This,  too,  will  pass. " 

To  try  always  to  see  vieupoints 
other  tlxin  my  own. 

To  make  humility  and  simplicity 
so  much  a  part  of  myself  that 
I  shall  become  as  a  child,  as 
one  of  those  of  whom  the  Master 
declared,  "For  of  such  is 
the  kingdom  of  heaven. " 

B.C.  Forbes 


The  years  teach  much  which 
the  days  never  know. 
Ralph  Waldo  Emerson 


I  am  still  learning. 
Michelangelo 


I  believe  that  man  will 
not  merely  endure;  he  will 
prevail  .  .  .  because  he  has 
a  soul,  a  spirit  capable 
of  compassion  and  sacrifice 
and  endurance. 
William  Faulkner 


I  have  lost  my  life,  alas!  in 
laboriously  doing  nothing. 
Hugo  Grotius 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Life,  not  death,  is 
the  great  adventure. 
Sherwood  Anderson 


The  most  valuable  thing 
I  have  learned  from  life 
is  to  regret  nothing. 
Somerset  Maugham 


Never  say  no  when 
the  world  says  aye. 
Elizabeth  Barrett  Browning 


Little  progress  can  be  made 
merely  attempting  to  repress 
what  is  evil.  Our  great  hope 
lies  in  developing  what  is  good. 
Calvin  Coolidge 


Everyone  has  a  code  of 
ethics  for  everyone. 
Robert  Half 


A  Text . . . 

Behold  ye  among  the 
heathen,  and  regard, 
and  wonder  marvelously: 
for  I  will  work  a  work 
in  your  days,  which  ye 
will  not  believe,  though 
it  be  told  you. 
Habakkuk  1:5 


Sent  in  by  Mervin  ].  Hostetler,  Altoona, 
Penna.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Make  few  resolutions.  Make 
specific  resolutions.  And 
fulfill  them  with  the  help 
of  God. 
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Tie  $1795. 

Personal  Business 

Computer 
that  is  changing 
the  way  people 
go  to  work. 

Henry  Ford  revolutionized 
personal  transportation. 

Adam  Osborne  has 
done  the  same  for  personal 
business  computing. 

Virtually  everything 
you  need  in  a  personal 
business  computer  to  work 
faster  and  better  with  words, 
numoers,  and  ideas  is  included 
in  a  portable  carrying  case  you 
can  take  anywhere. 


The  Osborne  is  easy  to 

learn,  fun  to  use,  and  quickly 

becomes  indispensable. 

One  price,  $1795,  buys  it  all 
The  Osborne  is  available 

from  a  computer  retailer  near 

you. 

And  you  can  buy  it  in  any 
color  you  want.  As  long  as  it 
is  blue. 

Put  away  your  buggywhips. 


For  your  nearest  dealer, 
call  (in  California)  800  772-3545 
ext.  905;  (outside  California)  call 
800  227-1617 
ext.  905. 


COMPUTER  CORPORATION 


The  $1795  suggested  retail  price  for  the  Osborne  1  (a  trademark  ot  Osborne  Computer  Corporation)  includes  a  tuil  business  keyboard  built-in  CRT  display,  two  built -m  floppy  disk  drives, 
CPU  and  64  kilobytes  of  RAM  memory,  RS-232  and  IEEE  488  interlaces,  and  the  following  software  packages  WORDSTAR*  word  processing  with  MAILMERGE*  (a  registered  trademark  of 
MicroPro  International  Corporation  of  San  Rafael,  California).  SUPERCALC®  electronic  spreadsheet  system  (a  trademark  of  Sorcim  Corporation).  CBASlC#  (a  registered  trademark  of  Compiler 
Systems).  MBASIC#  {a  registered  trademark  of  Microsoft),  and  CP/M*  (a  registered  trademark  ot  Digital  Research) 


When  you  think  of  training 
think  of  Dale  Carnegie 

Because  training  is  all  we  do 
and  we  know  how  to  make  it  work! 

Dale  Carnegie  offers  five  distinctly  different  courses,  each  for  a  different 
purpose. .  .all  designed  to  improve  the  performance  and  increase  the 
effectiveness  of  men  and  women  at  every  level  of  responsibility. 


E  DALE  CARNEGIE  MANAGEMENT  SEMINAR  -  A 

ply  concentrated  executive  development  program  stres- 
g  the  human  aspects  of  modern  goal-oriented  manage- 
nt.  Seminar  participants  improve  their  abilities  to  dele- 
e  more  productively,  to  communicate  thoughts,  ideas, 
1  proposals  more  concisely,  more  effectively,  and  to 
bire  greater  teamwork  and  cooperation  from  others, 
ey  gain  a  better  working  knowledge  of  the  total  manage- 
nt  process  as  well  as  their  own  managerial  functions.  The 
ninar  provides  a  detailed  follow-up  program  with  built-in 
itrols,  check-points,  and  feedback  systems  to  help  moni- 
performance,  progress,  and  overall  productivity. 

E  DALE  CARNEGIE  SALES  COURSE  -  A  practical, 
vn-to-earth  training  program  designed  to  help  sales- 
>ple  increase  their  skills  in  the  various  aspects  of  the 
tivational  sales  process  .  .  .  from  qualifying  prospects, 

improving  presentations,  to  timing  the  close  of  the  sale, 
espeople  learn  to  use  fresher,  more  relevant  selling  lan- 
^e  and  to  handle  objections  and  sales  resistance  more  ef- 
ively.  They  increase  their  selling  confidence  and  their 
rail  sales  productivity.     The  participants'  progress  is 

sured  by  actual  on-the-job  sales  increases  achieved 
ing  the  course  of  the  training. 

c  DALE  CARNEGIE  COURSE  -  Recognized  world 
e  for  its  effectiveness  in  motivating  and  inspiring  men 
women  to  discover  and  develop  more  of  their  potential 
:nts  and  abilities  Participants  learn  to  communicate 
ir  thoughts,  ideas,  and  feelings  more  clearly,  more  ef- 
tively.  They  develop  a  better  understanding  of  human 
itions  which  enables  them  to  get  along  even  better  with 
ir  associates,  co-workers,  and  friends.  They  increase 
ir  self-confidence,  their  self-reliance.  They  develop  bet- 
memory  skills.  They  learn  to  live  and  work  with  less 
rry  and  tension  and  they  become  more  confident  in  their 
lity  to  make  decisions  and  resolve  difficulties. 


THE  DALE  CARNEGIE  CUSTOMER  RELATIONS 
COURSE  —  To  improve  the  performance  and  increase  the 
effectiveness  of  personnel  who  have  customer-contact 
responsibilities.  Participants  learn  to  make  better  first  im- 
pressions with  customers.  They  improve  their  ability  to 
present  product  benefits  in  terms  of  customer  needs  and 
to  generate  more  add-on  sales  .  .  .  more  repeat  sales.  They 
learn  to  handle  complaints  more  effectively  for  both  the 
customer  and  the  company.  The  results  come  quickly  and 
visibly  in  terms  of  increased  overall  sales  and  happier,  more 
loyal  customers. 

THE  DALE  CARNEGIE  PERSONNEL  DEVELOPMENT 
COURSE  -  To  bring  greater  unity  and  harmony  to  inter- 
nal operations  by  raising  employee  morale  and  improving 
both  person-to-person  and  group-to-group  working  rela- 
tions. A  fresh  spirit  of  teamwork  and  cooperation  is  devel- 
oped as  participants  learn  to  work  more  effectively  with 
their  peers,  with  management,  with  suppliers,  and  with 
customers.  A  reduction  of  internal  conflicts,  absenteeism, 
and  staff  turnover  contributes  to  greater  continuity  and 
productivity  in  your  operations. 

AH  five  distinctly  different  Dale  Carnegie  Courses 

are  backed  by  years  of  development,  testing,  and  practical 
application  gained  in  the  process  of  training  more  than  2Vi 
million  men  and  women  representing  a  wide  variety  of  busi- 
ness, professional,  and  social  backgrounds.  The  effective- 
ness of  the  training  is  constantly  reaffirmed  each  year  by 
the  hundreds  of  companies,  both  large  and  small,  which  use 
Dale  Carnegie  Courses  to  supplement  their  regular  in-house 
programs.  Dale  Carnegie  training  is  conveniently  offered  in 
large  and  small  communities  across  the  United  States  as 
well  as  in  Canada  and  many  other  countries  of  the  world. 

For  more  information  about  Dale  Carnegie  Courses,  call  or 
write  for  a  free  copy  of  our  quick-reading  booklet  which 
outlines  the  contents,  methods,  and  objectives  of  each 
Course.  Please  call  toll-free  (800)  231-5800.  In  Texas,  call 
(800)  392-2424.    Or  write  directly  to  the  address  below. 


IX\LE  CARNEGIE  &  ASSOCIATES.  INC. 

SUITE  313F  7047  REGENCY  SQUARE  BLVD.  HOUSTON,  TEXAS  77036 


JACK  BE  NIMBI 


Probably  the  single 
most  important 
criterion  for  a 
company's  survival 
in  the  Eighties. 

Whose  fault  is  it  that  most  of 
your  valuable  time  is  spent  slog- 
ging through  memos,  having 
meetings  about  meetings  or  talk- 
ing endlessly  on  the  phone? 

Whose  fault  is  it  that  all  this 
non-productive  rigamarole  is  liter- 
ally consuming  your  day? 

The  truth  is,  no  one's  to  blame. 
It's  a  painful  fact  of  life  for  every 
top  executive. 

And  its  corollary  is  more  pain- 
ful still.  Pitifully  little  time  is  left  to 
make  crucial  business  decisions. 

Starting  today,  nimbleness 
and  quickness  in  the  movement 
and  management  of  information 
will  count  for  everything.  It  can 
be,  will  be,  and  has  got  to  be  your 
competitive  edge.  Only  then  will 
you  have  adequate  time  to  assess 
situations,  make  thoughtful  deci- 
sions and  yes,  even  have  time  to 
act  on  them  before  your  competi- 


tion knows  what  you're  up  to. 

That's  where  AIS/Americ 
Bell  comes  in.  We'll  work  with  j 
to  harness  every  molecule 
brainpower  and  make  it  more  j 
ductive.  Our  communications  a 
information  systems  can  h^ 
unclutter  your  desk  and  yo 
mind.  Not  to  mention  the  minds 
your  management.  They'll  thi 
smarter,  act  faster,  work  happ 
Jack  will  be  nimble.  Jack  will 
quick.  Jack  will  win  out. 

If  you  would  like  to  be  thor- 
oughly briefed  on  what  our 
people  and  products  can  do 
for  your  company  please 
write  or  call  for  a  brief- 
ing document  we 
have  prepared  en- 
titled: "What  Can 
AIS  /  American 
Bell  Do  For  You  If 
You  Are  a  Chief 
Executive  Offi- 
cer?" Call  800- 
AIS-1212.  Or  you 
can  write:  CEO 
Booklet  Offer, 
56  East  Willow 
Street,  Millburn, 
New  Jersey  07041. 
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78  Cover  Story:  Do  not 
confuse  dropping  out  with 
being  laid  back. 


40  Energy.  "It's  possible," 
says  George  Mitchell,  "to 
buy  oil for  less  than  it  costs 
to  find  it. " 


47  Commodore:  The  top 
man's  past  ensures  future 
public  scrutiny  of  the  most 
searching  kind. 


39  Pension  Funding: 
The  Other  $1  Trillion 

Legislators  at  every  level  are  even  more  gener- 
ous with  government  workers  than  they  are 
with  the  taxpayers  who  elect  them.  So,  if  you 
think  Social  Security  has  problems,  take  a 
look  at  the  public  pension  systems. 


40  Energy: 

Straw  Hats  In  The  Fall 

With  demand  slack  and  prices  wobbly,  a  lot  of 
oil  and  gas  properties  have  been  changing 
hands.  What  do  the  buyers  see — canny  veter- 
ans like  George  Mitchell,  for  example — that 
the  sellers  are  missing? 


41  Wall  Street: 

The  Brokers'  Yachts 

Drug  dealing  aside,  name  another  line  of 
work  where  one  hundred  thou  a  year  is 
unremarkable  and  a  cool  million  is  a  plau- 
sible hope. 


42  Gambling: 

Off-Track  Fretting 

"There's  only  so  much  money  to  go  around," 
sighs  a  New  York  State  legislator,  brooding 
about  the  diminishing  returns  on  state-sanc- 
tioned Off-Track  Betting  parlors.  The  mes- 
sage: Legalized  gambling  profits  have  their 
limits  as  a  public  financing  tool. 


46  Taxes: 

Panama,  Ho! 

It's  not  anxiety  about  Three  Mile  Island  law- 
suits that  persuaded  McDermott  Inc.  to  do- 
micile the  company  in  Panama.  It's  Subpart 
F  of  the  tax  code,  and  the  cash  savings  can  be 
considerable.  And  the  move  need  not  stop 
there.  If  Panama  today,  why  not  the  Grand 
Caymans  tomorrow? 


»47  Companies: 

Commodore  International 

With  one  of  the  bestselling  home  computers 
on  the  market,  Commodore  is  one  of  the 
hottest  companies  around  in  that  very  hot 
field.  But  Jack  Tramiel,  Commodore's 
founder  and  chief  executive,  has  a  cloudy 
past,  and  there  is  doubt  whether  he  is  the 
right  man  to  preside  over  his  company's 
transition  from  a  one-man  enterprise  to  a 
major  corporation. 


52  The  Up  &  Comers: 
Super  Sky  International 

Making  skylights  in  all  sizes  and  shapes  for 
commercial  use  strikes  Larry  Huffman  as  an 
easy-entry  business.  "You  can  get  into  it,"  he 
says,  "with  a  hacksaw  and  pliers."  Beating 
him  at  the  game  is  a  different  matter. 


57  Apparel: 

Rags  Are  Riches 

You  wanna  talk  markups?  How  about  an 
old  evening  dress,  circa  1920,  picked  up  in 
someone's  attic  for  $8  and  ultimately  fetch- 
ing $150  in  some  trendy  boutique?  That's 
exceptional,  of  course,  but  even  the  more 
routine  markups  in  the  vintage  clothing 
market  are  nothing  to  sneeze  at.  At  An- 
tique Boutique,  the  world's  largest  used 
clothing  store,  the  markup  exceeds  more 
than  100%  on  many  items. 


62  Companies: 
Parsons  Corp. 

Megaprojects,  like  building  the  Jeddah  air- 
port complex  in  Saudi  Arabia,  will  be  hard 
to  come  by  in  the  next  few  years,  but 
Parsons  has  adroitly  positioned  itself  to  get 
by  on  smaller  stuff.  "Ten  smaller  jobs 
smooth  out  the  curves,"  says  Chairman 
William  Leonhard,  "and  can  bring  more 
down  to  the  bottom  line  than  a  single  $1 
billion  project." 


69  Technology: 

The  Preparation  Revolution 

With  home  computers  sprouting  every- 
where, it  was  inevitable  that  software  would 
be  developed  for  do-it-yourself  income-tax 
preparation.  More  than  40  tax  programs  are 
now  available.  Which  is  the  right  one  for 
you?  Here,  a  conscientious  guide.  The  cost  of 
it  may  be  tax-deductible. 


75  Management: 

Are  American  Executives  Too  Selfish? 

Too  many  executives,  it's  charged,  are 
numbers-obsessed  rather  than  people-ori- 
ented. The  heated  debate  on  this  issue,  at 
the  Harvard  Business  School  and  elsewhere, 
is  no  mere  academic  exercise,  and  it  may  be 
a  bum  rap. 
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2  The  Up  &  Comers:  How 
tuch  more  market  share 
an  be  really  expect  to  get? 


>2  Parsons.  A  kind  word 
or  an  overused  word — 
'infrastructure. " 


r5  Management:  Is  the 
eal problem  myopia''  Self- 
sbness?  Neither? 


101  Taxing  Matters.  The 
■eal-life  dilemma  of 
JFO — a  tax  bill  when  least 
vanted 


78  Cover  Story — Personal  Affairs: 
Happy  Dropouts 

Breathes  there  an  executive  with  soul  so  dead 
who  never  to  himself  hath  said,  "Take  this 
job  and  .  .  ."?  We  tracked  down  eight  such 
who  asked,  acted  and  have  no  regrets.  Most 
had  money,  and  it  helped,  but  it  was  not  the 
essential  element.  More  important  were  guts, 
imagination  and  ability. 

Faces  Behind  The  Figures 

86  Kenneth  Schnitzer, 

Houston  real  estate  developer 

86  Sam  Nassi, 

Sam  Nassi  Co.,  liquidators 

87  Roger  Milgrim, 

Lawyer,  specialist  in  trade  secret  litigation 
87  William  Heron, 

Citicorp 

90  Terence  Conran, 

Home  furnishings  chain  retailer 


96  Companies: 
Lifemark  Corp. 

Smallest  of  the  big  five  hospital  management 
companies,  Lifemark  racked  up  some  impres- 
sive growth  through  the  1970s  as  health-care 
costs  grew  at  unprecedented  rates.  Chairman 
Bill  Mackey  wants  to  continue  to  expand 
through  the  1980s.  But  the  future  may  not  be 
like  the  past. 

100  Numbers  Game: 
Capital  Offense? 

To  most  accountants,  the  cost  of  developing  a 
computer  program  is  a  form  of  R&D  and 
should  be  expensed — written  off  against  cur- 
rent revenues.  But  Richard  Daly,  boss  of 
Comserv,  maker  of  software  systems  for 
manufacturers,  thinks  his  programs  are  as- 
sets and  lists  them  as  such  on  his  balance 
sheet.  Here,  the  dilemma  is  analyzed. 

101  Taxing  Matters: 

A  LIFO  Boomerang 

Companies  living  on  their  inventories  may  be 
stuck  with  higher  tax  bills  just  when  they  can 
least  afford  them. 

108  Streetwalker: 

If  You  Could  Love  Only  One. . . . 

Our  annual  exercise  wherein  some  top  ana- 
lysts name  their  best  bet  for  1983. 
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We  re  doing  what  has  to  be  done 

Danger 

Handle 

WithCaid 


Love  Canal  dramatized  the  dangers  of 
hazardous  wastes.  Business;  government  and  the 

insurance  industry  are  showing  that 
today's  dumps  need  not  be  tomorrow's  disasters. 


In  a  modern,  heavily-industrialized 
society  waste  materials  are  abundant  and;  in 
some  cases,  dangerous.  Toxic  leftovers  from 
many  industrial  processes  can  pollute  the 
environment,  contaminate  the  water,  and 
threaten  the  public  safety  And,  let's  face  it; 
serious  accidents  have  occurred. 

Today  the  combined  efforts  of  legisla- 
tors, regulators,  responsible  waste-generating 
companies,  the  insurance  business,  and  a 
concerned  public  are  being  felt. 

New  laws  and  sta  ndards  go  a  long 
way  toward  making  sure  that  firms  that  pro- 
duce, move,  store,  or  dispose  of  dangerous 
substances  do  so  with  care.  Government 
tests  and  inspections  are  meant  to  assure 
compliance  and  minimize  risk.  Concerned 


industries  have  developed 
new  technology  and 
methods  for  safe  waste 
disposal.  But  with  materials 
this  potentially  dangerous, 
the  best  of  care  may  not 
prevent  every  accident. 

Although  any  acci- 
dent with  hazardous  sub- 
stances is  bad  news,  some 
accidents  are  worse  than 
others.  And  more  insidious.  1Z 
Sudden  spills  and  fires  are 
quickly  found  and  remedies 
quickly  applied.  Liability  in- 
surance for  those  accidents  has  been  availab] 
for  some  time.  But  the  material  we're  talking 


"2**^"  about  stays  dangerous  even 
though  it's  buried.  What  happens 
if  containers  gradually  corrode 
and  leak?  What  happens  if 

the  stuff  buried  in  dumps 
begins  to  seep? 
Through  inadvertence 
or  ignorance,  danger 


may  lurk.  But  now,  liability  insurance 
for  this  risk,  too;  is  becoming  available. 

Those  in  the  business  of  producing; 
moving;  storing  or  disposing  of  dangerous 
waste  must  be  responsible  to  the  public  for 
any  harm  done  them— sudden  or  gradual— 
one  leaking  drum  or  the  slow  leaking  of  an 
entire  dump  site.  If  they  can't  pay  for  the 
damage  done,  they  shouldn't  be  in  the  busi- 
ness. Under  new  law,  they  can't  be  in  the 
business. 

Responsible  handlers  of  hazardous 
waste  are  embarking  on  a  difficult  path— con- 
tinuing industrial  activity  in  a  manner  as 
safe  to  society  as  possible  and  in  compliance 
with  extensive  governmental  regulation. 

Property-casualty  insurance  compa- 
nies are  helping  those  waste  generators  by 
evaluating  their  risk  potential.  And  now;  in- 
surance companies  have  devised  a  way 
for  waste  generators  to  be  financially  re- 
sponsible as  regulations  require,  able  to 
compensate  people  harmed  by  either  sud- 
den or  gradual  pollution. 

Liability  Insurance  for  Environ- 
mental Impairment  is  one  of  the  most 
challenging  coverages  property-cas- 
^//y    ualty  insurance  companies  have 

ever  been  asked  to  provide. The 
potential  for  loss  to  both  peo- 
ple and  property  is  large  and 
little  known.  But  if  proper 
safety  standards  are  is- 
sued and  enforced  by 
either  federal  or  state 
government,  and  if  in- 
surance companies  are 
allowed  to  administer 
the  coverage  with  some 
sense  of  certainty  this 
new  insurance  can  do  a  job. 
It  will  be  one  of  the  best 
ways  for  handlers  and  disposers  of 
toxic  wastes  to  meet  the  responsibility  that 
the  law  demands  and  the  public  deserves. 


We're  working  to  keep  insurance  affordable. 

i  message  presented  by  the  American  Insurance  Association,  85  John  Street,  New  York,  NY  10038 
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Walter  Mitty  in  Puritanland 


Danny  Kaye  at  the  helm  in  The  Secret  Life  of  Walter  Mitty 


It's  blustery  weather  in  much  of  the  country,  and  there's  plenty  of 
chill  in  the  economy.  A  natural  time  to  indulge  in  those  Walter  Mitty 
moments  when  we  think  about  chucking  it  all — going  off  to  do 
"something  I  really  enjoy."  That's  the  somewhat  wistful  subject  of 
our  cover  story  that  starts  on  page  78.  In  it  we  meet  eight  business 
types  who  really  did  change  their  lives  and  did  so  successfully.  Funny 
thing,  though.  Every  one  of  them  ended  up  working  harder  after 
"chucking  it  all"  than  when  he  was  in  the  so-called  rat  race. 

Whom  does  the  executive  really  work  for? 

Thomas  Friedman  and  Paul  Solman  are  a  pair  of  Boston  TV  people 
who  made  names  for  themselves  with  that  excellent  PBS  series 
Enterprise.  It  was  one  of  the  few  good  business  shows  ever  done  on  the 
tube.  This  month  Simon  &.  Schuster  is  publishing  their  new  book,  Life 
and  Death  on  the  Corporate  Battlefield.  Now  they  have  written  for  us  a 
thoughtful  article  about  a  debate  currently  raging  at  the  Harvard 
Business  School.  The  subject  is  far  from  academic  because  it's  about 
how  our  big  corporations  should  be  run.  Is  stockholder  interest 
primary?  Or  does  the  big  corporation  have  many  publics  it  must 
serve?  Solman  and  Friedman — and  a  good  part  of  the  Harvard  facul- 
ty—  feel  that  the  seemingly  more  altruistic  answer  is  not  necessarily 
the  correct  answer  or  even,  in  the  end,  truly  altruistic.  "Is  American 
management  too  selfish?"  starts  on  page  75. 

Are  accountants  really  necessary? 

Of  course  they  are,  but  the  spread  of  the  personal  computer  makes  it 
more  practical  for  business  people  to  do  their  own  income  taxes.  For 
those  who  don't  want  to  risk  going  it  alone,  the  computer  can  reduce 
the  drudgery  involved  in  getting  things  ready  for  the  CPA.  Starting  on 
page  69,  Forbes  describes  the  growing  array  of  tax  preparation  com- 
puter software  and  tells  what  it  can  and  cannot  do  for  you. 
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The  American  Express 
Corporate  Card  System  is  the  best 
corporate  card  system. 

For  more  than 300,000 reasons. 

Of  course,  we  can't  list  every  reason 
here.  But  more  than  300,000  companies 
have  seen  the  logic  in  our  idea  that  travel 
spending  should  be  more  manageable. 

And  no  one  has  helped  more 
companies  control  travel  and  entertain- 
ment costs  than  American  Express. 

Some  companies  have  chosen  our 
system  because  it  can  help  them  improve 
cash  flow.  Others  have  liked  the  fact  that 
it  gives  them  information  on  expenditures 
Still  others,  that  it  simplifies  expense 
reporting  and  cuts  administrative  costs. 
But  all  have  recognized  that  our  Corporate  Card  System  gives  every 
traveling  employee  something  extremely  valuable. 
The  American  Express"  Card. 

Which  means  each  traveler  is  ready  for  almost  every  conceivable 
travel  expense.  Including  any  unexpected  changes  in  their  plans. 

Which  leaves  just  one  simple 
question.  Would  our  Corporate  Card 
System  fit  your  company? 

Experience  with  over 
300,000  others  suggests  that 
it  might. 

For  more  information,  g| 
just  send  us  the  coupon,  or 
phone  the  toll-free  number, 
1-800-528-AMEX: 


The  American  Express  Corporate  Card  System. 


M.  Busquet, 
VP/Travel  Management  Services 
American  Express  Company 
O  Box  13821,  Phoenix.  Arizona  85002 

find  out  how  the  Corporate 
m  can  benefit  my  company. 


'  In  Arizona  call  602-954-2088. 


Name 

Company 

Title 

Address 

City 

State  Zip 

Phone 

No.  of  Travelers 

24-00-0074-0 
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The  key  to  successful  investing 
has  always  been  timing.  It  appears  as 
though  the  timing  has  never  been  bettt 
for  a  Nuveen  tax-free  Bond  Trust. 


As  you  well  know, 
the  high  inter- 
est rate  bub- 
I  ble  on  taxable 
investments 
has  burst. 
I    The  stock 
narket,  even  though  it's 
allied,  is  still  no  sure 
hing. 

Meanwhile,  states  and 
municipalities  are  facing 
an  ever-growing  need  for 
noney  to  fund  their  proj- 
jcts  and  an  ever-slowing 
rickle  of  that  needed 
noney  from  Washington. 

As  a  result,  they  need 
■/our  money  and  they're 
villing  to  pay  handsomely 
or  it. 

Which  is  why,  if  you  in- 
'est  in  Nuveen's  latest 
ax-Exempt  Bond  Fund 
light  now,  you'll  still  get  a 
ligh  interest  rate-10.58%* 
d  be  precise. 
I  That  means,  for  exam- 
ple, if  you  invest  $10,000 
a  Nuveen's  latest  Tax- 
Lxempt  Bond  Fund,  it  will 
>ay  you  $1,058*  per  year, 

you  choose  to  receive 
our  interest  semi-annu- 
j  lly  That's  after  expenses 
Ihd  100%  free  of  federal 
hcome  tax.  So  free  you 
lon't  even  have  to  report 
pe  income  when  your 
jderal  tax  return  is 

repared. 

What's  more,  with  the 
luveen  Tax-Exempt 
ond  Fund,  you  continue 
)  get  your  high  tax-free 
iterest  year  after  year 
fter  year. 


"With  the  kind  of  interest  I  get  tax-free  from  Nuveen,  I'd  have  to  get  a  much 
higher  rate  in  a  taxable  investment  to  match  it," 


In  your  tax  bracket, 
what  kind  of  taxable  re- 
turn would  you  need  to  do 
better?  16%?  18%?  21%? 

Where,  in  today's  econ- 
omy, can  you  find  that 
kind  of  investment?  And 
even  more  important,  how 
safe  would  it  be? 

It  is  safe  to  say 
Nuveen's  Tax-Exempt 
Bond  Fund  offers  you  as 
safe  an  opportunity  as 
you  can  find  to  get  so 
high  a  return. 

A  Nuveen  Tax-Exempt 
Bond  Fund  portfolio,  is 
diversified  so  as  to  min- 
imize whatever  slim  pos- 
sibility of  credit  risk  there 
may  be. 

And  every  bond  in  the 
trust  is  rated  "A"  or  better 
by  Moody's  or  Standard  & 
Poor's. 

The  fact  is  over  $8  5 
billion  has  been  invested 
in  Nuveen  Tax-Exempt 
Bond  Funds.  And  no 
bond  has  ever  defaulted 
while  held  in  a  Nuveen 
Tax-Exempt  Bond  Fund 
portfolio. 

We  believe  that  is 
because  nobody  knows 
municipal  bonds  like 
Nuveen. 

During  84  yearsof  deal- 
ing with  successful,  sensi- 
ble investors,  we  have 
found  they  share  two  goals 
in  common.  They  want  the 


highest  possible  return 
from  an  investment  with 
the  fewest  possible  spec- 
ulative characteristics. 

We  believe  the  Nuveen 
tax-free  bond  trust  cur- 
rently being  offered  meets 
those  goals. 

And  the  timing  couldn't 
be  better. 

Quality  investment  bro- 
kers all  over  America  offer 
the  Nuveen  tax-free  bond 
trust  to  their  clients.  Yours 


is  probably  among  them. 
Call  your  investment 
broker  or  advisor  today 
for  a  free  prospectus. 

For  more  complete  in- 
formation on  the  Nuveen 
Tax-Exempt  Bond  Fund 
Series  238,  including 
charges  and  expenses, 
send  for  a  prospectus  by 
telephoning  or  mailing 
the  coupon.  Read  it  care- 
fully before  you  invest  or 
send  money. 


*This  return  represents  the  net  annual  interest  income  for  each  year  but  the  first  year,  after 
annual  expenses,  divided  by  the  public  offering  price  on  12/16/82  The  return  will  vary  with 
changes  in  interest  income  or  the  public  offering  price,  with  the  payment  option  chosen  and 
with  the  amount  invested  Interest  income  will  remain  the  same  as  long  as  the  portfolio  remains 
intact  In  the  first  year,  the  range  will  be  10  42%  to  10  66%  Interest  income  may  be  sub|ect  to 
state  and  local  taxes  Member  SIPC 

CALL  YOUR  BROKER  OR  TOLL-FREE  (800)  221-4276, 
EXCEPT  IN  NEW  YORK  STATE  CALL  (212)  668-9500. 


r 


Nuveen  Tax-Exempt  Bond  Fund  FB 1/17/83 

61  Broadway,  New  York,  NY  10006 

Please  send  me  free  information,  including  a  prospectus, 
on  the  Nuveen  Tax-Exempt  Bond  Fund,  Series  238  I  am 
interested  in: 

□  receiving  tax-free  income 

□  monthly      □  quarterly      □  semi-annually 

□  automatic  reinvestment  of  tax-free  income  so  I  can  get 
the  benefits  of  compounding 


name 

address 

city  state 

Zip 

home  telephone 

business  telephone 

my  brokerage  firm 

the  name  of  my  broker 

I  wni  ilrl  anticipate  an  initial  invp^tmpnt  nf  $ 

John  Nuveen  &  Co.  Incorporated  6 1  Broadway.  New  York,  NY  10006  •  209  S.  LaSalleSt ,  Chicago,  IL  60604 
nta/Austin/Boston/Houston/Juneau/Los  Angeles/Miami/Minneapolis/Philadelphia/Phoenix/San  Francisco/Seattle/Washington.  D  C 


10.54%  to  10.78%*  tax-free 


Trends 


Edited  by  John  A.  Conway 


Wanna  buy  a  jet? 

Selling  airplanes  has  become  a  battle 
of  giveaways.  Boeing  has  just  beaten 
out  McDonnell  Douglas  by  getting 
Delta  to  lease  33  of  its  107-seat  737s, 
the  first  time  in  living  memory  that 
the  Atlanta-based  line  has  leased  rath- 
er than  bought  its  planes.  McDonnell 
had  been  trying  to  match  its  successes 
in  leasing  145-seat  DC-9-80s  to  Amer- 
ican and  TWA.  To  get  Delta,  Boeing, 
which  has  made  more  jetliners  than 
the  rest  of  the  world  put  together,  had 
to  copy  the  St.  Louis  firm's  tactics. 
Instead  of  selling  the  planes,  Boeing 
arranged  15-year  leases  through  Gen- 
eral Electric  Credit  Corp.,  an  arrange- 
ment involving  about  $600  million. 
As  a  further  concession,  Boeing  agreed 
that  Delta  can  give  back  the  planes 
after  eight  years  if  it  buys  some  new, 
yet-to-be-launched  Boeing  design. 
(American  got  a  30-day  return  clause 
and  TWA  a  five-year  giveback  in  their 
deals  with  McDonnell.)  The  big  Seat- 
tle manufacturer  also  had  to  go  into 
the  secondhand  aircraft  business  and 
agreed  to  take,  as  part  of  the  exchange, 
11  of  Delta's  Lockheed  Tristar 
L- 101  Is,  worth  perhaps  $100  million 
in  cash  in  today's  depressed  market. 
Sweetening  a  sale  this  way  is  apparent- 
ly the  only  way  planemakers  can  get 
cash-shy  airlines  to  buy  at  all,  despite 
the  obvious  risk  to  future  profits. 

A  voice  from  on  high 

The  days  when  an  airborne  boss 
meant  peace  at  the  office  are  disap- 
pearing. Airfone,  Inc.  of  Washington, 
D.C.  has  spent  seven  years  developing 
an  air-to-ground  radio  system  that  al- 
lows dialed  calls  anywhere  in  the  con- 
tinental U.S.  Early  this  year,  it  says,  it 
will  put  them  on  the  widebodies  of 
ten  airlines,  including  TWA,  Eastern, 
Delta,  United  and  Pan  Am.  Western 
Union,  with  under  $10  million  in  the 
venture,  is  a  50%  partner.  The  new 
phones  won't  take  coins  but  only  ma- 
jor credit  cards,  costing  $7.50  for  the 
first  three  minutes,  $1.25  for  each  ad- 
ditional minute.  Will  it  catch  on?  Air- 
fone says  surveys  indicate  that  for  ev- 
ery 100  passengers,  20  to  30  calls  will 
be  placed. 

Come  to  the  fair 

The  number  of  national  trade  shows 
has  doubled  since  1974,  from  4,500  to 
an  estimated  9,000,  according  to  Rud- 
er Finn  &  Rotman,  the  New  York 
consultants.  These  "Hello,  I'm  Jack" 
bashes,  it  would  seem,  are  more  cost 


effective  than  old-fashioned  personal 
sales  calls.  In  1981,  RFR  says,  a  con- 
tact at  a  trade  show  cost  $68  while  a 
personal  call  ran  to  $178.  U.S.  cities 
have  been  quick  to  get  the  message. 
Convention  centers  that  can  hold 
20,000  people  have  jumped  from  15  to 
143  since  1972,  and  27  cities  are  ei- 
ther building  new  ones  or  enlarging 
those  they  have.  A  case  in  point  is  the 
$375  million  New  York  Convention 
Center,  now  under  construction  on 
Manhattan's  West  Side.  Although  not 
scheduled  to  open  until  mid- 1984,  the 
center  is  already  booked  solid  for  the 
first  two  and  a  half  years.  Its  boosters 
say  it  will  generate  $1  billion  a  year  in 
tourist-related  revenues  for  the  city 
and  state,  plus  $82  million  in  annual 
tax  dollars. 

Clouds  over  Texas 

Texas'  once  sunny  pro-business  cli- 
mate may  darken,  especially  for  the 
state's  public  utilities.  Last  fall,  the 
public  utilities  commission  gave 
Houston  Power  &  Light  only  54%  of  a 
$336  million  rate  increase  it  wanted. 


Governor  White  and  his  First  Lady 
The  power  of  the  light  bill. 

On  the  previous  try,  in  contrast,  the 
commission  gave  HP&L  73%  of  a 
$248  million  increase.  Spiraling  pow- 
er rates,  moreover,  were  a  hot  issue  in 
the  November  gubernatorial  election, 
which  saw  Democrat  Mark  White 
oust  Governor  Bill  Clements.  Clem- 
ents spent  a  massive  $10  million  on 
that  race  but  apparently  didn't  take 
high  utility  costs  seriously  enough. 
(Small  businessmen,  for  example, 
were  screaming.)  White  now  promises 
to  do  away  with  automatic  pass- 
through  of  fuel  costs  to  utility  cus- 


tomers. He  will  also  have  a  chance  to 
name  two  new  members  to  the  three- 
seat  utilities  commission  in  1983. 

No  place  like  home 

It  may  not  make  much  of  a  dent  in  the 
balance-of-trade  deficit,  but  after 
buying  nine  stainless  steel  flatware 
patterns  from  the  Japanese  for  five 
years,  Textron's  Gorham  division  is 
bringing  production  home  again. 
Buying  Japanese  has  problems,  says 
Fred  Roy,  Gorham's  vice  president  of 
manufacturing — long  lead  times, 
shipping  costs  and  inventory  controls. 
Why  did  Gorham  go  to  Japan?  Says 
Roy,  "We  were  a  sterling  house,  and 
there  was  no  special  equipment  for! 
stainless  steel  here."  Now  there  is. 
Gorham  is  spending  $2  million  on  a 
new  production  line  that  will  stamp 
out  ten  stainless  patterns  (about  $50  a 
place  setting)  by  1984.  The  United 
Steelworkers  were  so  happy  at  the 
prospect  of  30  more  U.S.  jobs,  says 
Roy,  they  agreed  to  a  few  concessions. 
So  Gorham's  piece  of  the  $40  million 
top-of-the-line  stainless  flatware  will 
once  again  be  homegrown. 

The  three  Rs 

Businesses  may  lose  millions  of  dol- 
lars annually  because  their  employees 
can't  read,  write  or  add  well  enough  to 
handle  basic  tasks,  says  a  new  nation- 
al survey  by  the  Center  for  Public 
Resources,  a  New  York-based  non- 
profit group.  The  study,  funded  by  the 
Ford  and  Charles  Stewart  Mott  foun- 
dations, documented  deficiencies  in  I 
employee  skills  at  every  level.  Over 
40%  of  the  companies  said  secretaries 
have  difficulty  reading  correspon- 
dence, 50%  said  managers  could  not 
write  grammatical  paragraphs  or  spell 
and  50%  said  their  skilled  and  semi- 
skilled workers,  including  book- 
keepers, can't  handle  decimals  and 
fractions.  The  schools  surveyed  sang 
another  tune.  Some  80%  said  their 
graduates  could  read  well  enough  to 
hold  a  job,  66%  said  their  graduates 
could  write  well  enough  and  79%  said 
the  graduates  could  complete  math 
problems  well  enough. 

Up  in  smoke 

Uncle  Sam  may  find  that  raising  the 
tax  on  cigarettes  doesn't  do  much  to 
curb  smoking — or  to  increase  rev- 
enues. After  West  Germany  boosted 
tobacco  taxes  last  year,  prices  shot  up 
39%,  but  sales  slipped  only  slightly, 
from  147  billion  cigarettes  in  1981  to  I 
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ADD..  •  An  easier  way  for 
retirement  plans  to  accept 
tax-deductible  employee  contributions. 


Adjustments 
to  Income 

(See 
Instruc- 
tions on 
page  11) 


—        .  .         U  n~  vou  want  »i  w 

22  Moving  expense  (attach  Form  3903  or  3903F)  . 

23  Employee  business  expenses  (attach  Form  2106)  . 

24  Payments  to  an  IRA  (enter  code  from  page  11  ...'...) . 

25  Payments  to  a  Keogh  (H.R.  10)  retirement  plan  .  .  .  . 

26  Interest  penalty  on  early  withdrawal  of  savings  .  .  .  . 

27  Alimony  -" 
28 


mother  reason  why  we  write  more 

[roup  retirement  plans  than  any  other  company. 


pe  new  tax  law  could  make  your  pension  or  profit 
haring  plan  more  attractive  than  ever  to  your 
inployees  by  adding  the  $2,000  tax-deferred 
I  vings  allowed  under  the  law.  But  we  know,  that 
I  much  as  you  may  wish  to  help  your  employees 
lild  retirement  income,  you  can't  afford  to  burden 
>ur  staff  with  a  lot  of  administrative  detail. 

ith  the  new  Additional  Deductible  Dollar  (ADD)* 
ogram  from  The  Bankers  Life  of  Des  Moines  you 
iminate  this  concern,  and  it  can  be  added  with 
inimal  effort.  It  also  provides  advantages  not 
mailable  elsewhere. 

heck  these  management  and  employee  benefits 
iainst  any  other  program  you  may  be  consid- 
ng.  It's  what  you  would  expect  from  the  company 
I  it,  for  years,  has  written  more  group  retirement 
Ins  than  any  other  life  insurance  company. 


THE 
BANKERS 
LIFE 


BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307 


•  Contributions  can  be  handled  by  simple  payroll 
deduction.  Deposits  are  easier,  and  probably  less 
costly,  than  purchasing  individual  IRA's. 

•  You  can  provide  participants  with  a  choice  of 
fixed  income,  equities  or  money  market  funds 
and  information  material  that  will  help  them 
make  the  choice. 

•  We  assume  responsibility  for  accounting, 
record  keeping,  benefit  calculations  and 
payment  administration. 

•  Lump  sum  or  a  choice  of  annuity  benefit  options. 
Group  rates  provide  more  retirement  income 
than  individually  purchased  annuities. 

To  learn  more  about  how  Additional  Deductible 
Dollars*  can  benefit  both  management  and  their 
employees,  call  the  Group  Office  of  The  Bankers 
Life  of  Des  Moines  or  mail  the  coupon  below. 


THE  BANKERS  LIFE,  Group  Sales  F  B 1  3 

Des  Moines,  Iowa  50307 

I'd  like  to  know  more  about  Additional  Deductible  Dollars  (ADD). 

Name  

Com  pany  

Address  

City  State  Zip  

Telephone  


Trends 


143  billion  last  year.  Bonn's  smokers 
also  switched  to  rolling  their  own — at 
lower  prices.  They  burned  up  18  bil- 
lion do-it-yourself  smokes  last  year, 
up  from  12  billion  in  1981.  Sales  of 
domestic  brands  were  off  sharply, 
while  cheaper  imports  rose  dramati- 
cally. The  result:  instead  of  raising  an 
expected  $574  million,  the  Bonn  gov- 
ernment will  get  less  than  $410  mil- 
lion from  its  higher  cigarette  tax. 

Battle  of  the  ages 

The  generation  gaps  still  yawn.  Com- 
plains Princeton  economist  Uwe 
Reinhardt:  "The  real  problem  in 
America  is  that  we  are  beset,  and  in- 
creasingly governed,  by  a  bunch  of 
narcissistic,  pampered  youngsters" 
from  the  Pepsi  generation  (his  own). 
They  regard  their  parents  (the  "Iwo 
Jima  generation")  as  "naive,  well- 
meaning,  patriotic  suckers."  The 
Pepsi  society,  however,  will  soon 
have  to  worry  about  the  "Atari  gen- 
eration," Reinhardt  says,  "pale-faced 
teenagers  sloped  over  the  machines, 
fixing  up  their  manual  dexterity  and 
stupefying  their  minds." 

Glut  in  the  gloom 

Surveying  the  gloom  of  his  own  in- 
dustry, Dow  Chemical  President  Paul 
Oreffice  finds  one  glimmer  of  hope: 
styrofoam.  With  mortgage  rates  drop- 
ping and  housing  starts  increasing,  he 
finds  hope  in  the  30%  jump  in  orders 
for  styrofoam,  whose  primary  use  is  in 
building  insulation.  Otherwise,  all  is 
bleak.  Dow,  the  country's  second- 
largest  chemical  company,  has  been 
running  at  about  62%  of  capacity, 
Oreffice  says,  because  of  worldwide 
recession  and  weak  demand  for 
chemicals  and  plastics.  To  cut  costs, 
Dow  has  shed  some  U.S.  and  foreign 
holdings  and  has  cut  its  work  force  by 
6,000  (to  57,000),  mainly  by  attrition. 
Further  down  the  road,  the  Dow  ex- 
ecutive does  see  more  cheer.  He  ex- 
pects profits  to  perk  up  next  summer 
and  fall. 

The  mortgage  bind 

Despite  unemployment,  fewer  home- 
owners were  defaulting  on  mortgage 
payments  last  summer,  says  a  new 
report  by  the  Mortgage  Bankers  Asso- 
ciation of  America.  That's  not  sur- 
prising, since  the  National  Associ- 
ation of  Realtors  found  that  average 
mortgage  payments  have  dropped 
$120  a  month  since  midyear.  A  15- 


Back  to  the  Thirties 


First,  the  rag-top  convertible  made  a  comeback.  Now  it's  the  rumble 
seat.  Chrysler  has  designed  the  open-to-the-sky  rear  seats,  last  seen 
in  the  1 930s,  and  is  likely  to  offer  them  on  Us  convertibles. 


city  survey  based  on  new  30-year 
mortgages  showed  the  average  pay- 
ment down  to  $744  because  of  lower 
interest  rates.  In  Los  Angeles,  the 
most  expensive  market  surveyed, 
mortgages  declined  an  average  of  $200 
a  month,  to  $1,331;  in  Detroit,  the 
least  expensive  market,  the  average 
dropped  $72,  to  $482.  Even  with  the 
fall  in  delinquencies,  the  mortgage 
bankers  say  foreclosures  are  up,  as 
some  of  last  summer's  defaulters 
moved  into  that  stage.  The  mortgage 
association  warns  that  delinquencies 
could  go  up  again,  as  they  did  last 
spring,  if  the  recession  drags  on.  Fore- 
closings  should  drop,  however,  as  in- 
terest rates  continue  to  fall  and  hard- 
pressed  homeowners  are  able  to  sell  or 
refinance  at  lower  rates. 

The  empty  glass 

Though  the  $7  billion  market  for 
wine  in  the  U.S.  is  less  than  half  that 
of  beer,  its  growth  was  steady  and 
seemingly  recession-proof  in  the 
1970s.  Until  now.  According  to  Im- 
pact, an  industry  newsletter,  the  tight- 
ening in  consumer  spending  has  now 
struck  wine  as  well.  Impact  reports 
that  wine  shipments  continued  to 
grow  in  the  first  half  of  1982,  but  only 
at  2.6% — quite  a  drop  from  the  5.5% 
average  growth  in  the  1970s.  Most  of 
the  damage  took  place  in  table  wines, 
which  fueled  the  growth  in  the  first 
place.  There,  sales  in  the  half  grew 
4.6%,  a  sharp  decline  from  the  annual 
11%  between  1975  and  1980.  Who's 
suffering  the  most?  California's  in- 


dustry, producer  of  two-thirds  of  U.S 
wine,  grew  a  disappointing  2%  in  th 
half,  putting  particular  pressure  oi 
the  large  number  of  newly  establishe< 
vineyards.  The  winners?  Probably  th 
importers.  The  strength  of  the  dolla 
has  kept  the  price  of  French  and  Ital 
ian  wines  low  in  the  U.S. 

The  not  so  friendly  skies 

Jet  lag,  the  bane  of  long-ranging  busi 
nessmen,  is  more  complicated  than  i 
looks,  according  to  a  new  report  by  \ 
Lynn  Tyler,  research  coordinator  a 
Brigham  Young  University's  Cente 
for  International  Area  Studies.  Mor 
than  100  different  body  function 
may  be  affected  by  flying  throug 
time  zones,  says  Tyler  (who  calls  th 
phenomenon  "jet  stress").  Becaus 
airline  cabins  have  air  pressure  equs 
to  that  at  6,000  feet,  he  says,  alcohc 
and  altitude  combine  to  increase  h 
tigue,  and  smoking  adds  to  the  prot 
lem.  So  a  traveler  "should  expec 
some  irritability,  indigestion,  insorc 
nia  or  drowsiness  and  depression. 
What  to  do?  Tyler  advises  shunnin 
tranquilizers,  sleeping  pills  or  alcohc 
during  or  immediately  after  a  trip.  T 
adapt  to  a  new  meal  schedule,  he  rec 
ommends  avoiding  heavy,  irregular  c 
skipped  meals.  For  sleep,  he  has  moi 
positive  help.  "Pre-adapting"  to  th 
destination's  time  zone  can  help  a  lo 
Tyler  says — simply  go  to  bed  earlier  c 
later  (depending  on  the  destination 
time  zone)  for  two  days  before  takin 
off.  Happy  landings. 
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Featured  performance. 

Tien  it  comes  to  desktop  plain- 
iper  copiers,  nothing  matches 
te  features  and  performance 
Toshiba's  BD-4511. 
ACEs  out  the  competition. 
rith  its  Automatic  Controlled 
xposure  (ACE)  system,  the 
D-4511  automatically  adjusts 
pier 


O 


[flura 

:posure 
give  f" 
iu  crisp, 
Bar, 

ntrast-balanced  copies. 
VIP  treatment. 

s  yours  with  Visual  Image 
•ojection  (VIP),  Toshiba's 
elusive  photocopier  monitoring 
stem.  A  lighted,  full-color 
splay  panel  keeps  you  posted  on 


the  performance  of  15  individual 
BD-4511^ 
functions? 
And  that 
helps  keep 
this 
copier 

running  smoothly  all  the  time. 

Reduces  paperwork. 

Touch  a  button  and  the  BD-4511 
reduces  11  x  17-inch  originals 
down  to  8V2  x  11.  The  BD-4511  even 


Give  me  more  on  this  small 
stroke  of  genius. 

□  Please  send  more  information 

□  Please  arrange  for  a  free  demonstration 
of  the  BD-4511  at  my  office. 

Fill  out  and  mail  to: 

Toshiba  America.  Inc., 

2441  Michelle  Drive,  Tustin,  CA  92680 

Or  call  toll  free  800-447-2882. 

Name  

Title  -  

Company  

Address  

City  

State   


Zip. 


Phone . 


reduces  your  originals  down  to  the 
size  of  a  standard  business  card. 


To  learn  more  about  this 
small  stroke  of  genius,  write  or 
call  Toshiba  today.  At  Toshiba, 
everything's  getting  smaller 
but  performance. 


"IT'S  A 
MALL  STROKE 

OF  genius: 

TOM  WATSON,  golf  professional 


TOSHIBA  BD-4511 
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Serendipity 

In  the  14  years  he  has  run  Chese- 
brough-Pond's,  61 -year-old  chief  ex- 
ecutive Ralph  Ward  has  done  some 
unusual  things.  In  1969  he  paid  $44 
million  in  stock  for  a  small  spaghetti- 
sauce  company  named  Ragu.  In  1973 
he  spent  $194  million  more  in  stock 
for  Health-tex,  a  children's  clothing 
manufacturer.  In  1978  he  shelled  out 
$27  million  in  cash  for  G.H.  Bass,  an 
ailing  Maine-based  shoemaker.  But 
those  unlikely  sorties  allowed  Ward,  a 
World  War  II  combat  pilot,  to  fly 
Chesebrough  from  a  small  company 
with  mature,  limited  product  lines 
(like  Vaseline)  into  a  marketing  giant 
with  a  return  on  equity  of  20% 
(Forbes,  Sept.  28,  1981). 

Now  Ward's  $1.6  billion  company 
has  flown  off  in  another  direction. 
Chesebrough  has  just  announced  it 
has  patented  the  first  microprocessor- 
based  electric  motor  controller,  de- 
signed to  cut  energy  use  and  increase 
motor  life.  It  has  licensed  National 
Semiconductor  to  make  and  market 
these  "smart"  controllers  for  single- 
phase  motors,  and  National  expects 
to  start  turning  them  out  within  nine 
months.  Sales  could  reach  $100  mil- 
lion within  five  years,  the  principals 
estimate.  (Chesebrough  is  also  dicker- 
ing for  an  agreement  for  a  three-phase 
controller.) 

Ward  emphasizes,  however,  that 
"Chesebrough-Pond's  is  not  changing 
gears.  We  are  a  manufacturer  and  mar- 
keter of  consumer  products,  and  we're 
going  to  remain  such."  The  control- 
ler, in  fact,  will  generate  no  signifi- 
cant profits,  but  the  company  isn't 
risking  much  either,  the  way  Exxon 
did  when  it  laid  out  $1.4  billion  for 
Reliance  Electric  to  get  a  similar  de- 
vice that  was  supposed  to  save  1  mil- 
lion barrels  of  oil  by  1990.  Chese- 
brough's  controller  took  two  years 
and  $300,000. 

Why  did  Chesebrough  develop  the 
thing?  Simple,  Ward  says.  The  com- 
pany has  an  $8  million  annual  electric 
bill,  and  more  than  50%  of  that  goes 
for  10,000  motors  at  its  30-odd  plants. 
"We  bought  and  tested  every  device 
we  could  find,"  says  an  engineer  in 
Chesebrough's  internal  Advanced 
Technology  Group.  When  none  of  the 
dozen  it  tried  did  the  trick  the  com- 
pany opted  to  make  its  own.  It  is 
using  the  device  now  to  save  31%  a 
year  in  power  costs  for  25  motors  in 
its  Watertown,  N.Y.  hospital  products 
plant  and  will  buy  the  rest  it  needs 
from  National  Semiconductor.  The 


expected  payback:  two  years  for  a  con- 
troller on  a  100  hp  motor. 

As  they  say,  necessity  is  the  mother 
of  invention. 


Trapped  in  space 

Less  than  three  years  ago,  Paul  Fegen, 
a  1961  law  graduate  from  the  Univer- 
sity of  Southern  California,  had  a  $10 
million  business  leasing  fancy  offices 
to  new  lawyers  (Forbes,  Mar.  31, 
1980).  Starting  in  the  early  1970s  with 
a  glut  of  space,  his  privately  owned 
Attorneys  Office  Management  had 
1.4  million  square  feet  under  lease 
and  2,000  tenants  by  1980.  For  $400  to 
$600  a  month,  his  fledgling  lawyers 


Paul  Fegen 

Low-rent  fledglings  come  to  roost. 

got  a  receptionist,  switchboard,  law 
library  and  conference  room.  Fegen 
had  picked  up  20-to-30-year  leases  foi 
about  55  cents  a  foot  and  was  renting 
them  for  three  times  that  sum.  With 
that  going  for  him,  the  bearded  extro- 
vert could  easily  indulge  such  whims 
as  inviting  1,400  people  to  a  Los  Ange 
les  ballroom  to  watch  him  get  a  hair 
cut  and  beard  trim. 

By  the  end  of  1982,  Fegen  was  up  tc 
136  floors  in  26  states,  a  total  of  6.1 
million  square  feet,  and  6,000  ten 
ants.  Then  the  slump  in  office  rental; 
did  him  in.  When  Forbes  saw  him  ir 
March  1980,  the  national  office  va 
cancy  rate  was  3.4%;  today  it  is  al 
most  9%.  In  December,  Fegen  retreat 
ed  into  a  Chapter  1 1  bankruptcy,  list 
ing  liabilities  of  $37.4  million  anc 
current  assets  of  $329,000. 

The  business 
of  blood 

A  little  over  a  year  ago,  Dr.  Ryoich 
Naito,  chairman  of  Green  Cross  Corp 
of  Osaka,  Japan,  was  going  strong.  Hi 
had  built  Green  Cross,  started  in  195( 
as  Japan's  first  blood  bank,  into  a  $40( 


16 


FORBES,  JANUARY  17,  19& 


NEW  NAME 

You'll  be  seeing  a  new  name  on  the  horizon  from  now  on:  Seaboard  System 
ailroad.  And  even  though  the  Family  Lines  (SCL,  L&N,  Clinchfield,  Georgia  and  West  Point 
oute)  names  are  being  replaced,  you  can  be  certain  that  their  proud  tradition  of  quality 
arvice  will  continue  under  the  new  Seaboard  name. 

Seaboard  System  and  Chessie  System  Railroads  are  units  of  CSX  Corporation 
merica's  largest  transportation  company  We  provide  shippers  with  Single-System  ServiceSK 
iroughout  the  eastern  halt  of  the  country 

Our  27,000-mile  rail  network  speeds  shipments  to  markets  in  22  states  and 
'ntario,  Canada.  From  the  Atlantic  to  the  Gulf,  we  have  the  most  extensive  rail-port 
pnnections  in  the  country  linking  American  industry  and  agriculture  with  international 
ade  routes  around  the  world.  And  our  modern  freight-handling  capabilities  enable  us  to 
iEfer  new  ideas  in  distribution  that  are  unprecedented  in  railroading. 

So  the  next  time  you  see  the  Seaboard  coming  your  way  remember,  you're 
lot  just  looking  at  history  You're  looking  at  history  in  the  making. 


SEABOARD  SYSTEM  RAILROAD 

A  Unit  of  CSX  Corporation 
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The  new  Xerox  620  Memorywriter  not  only  has  a  memory,  it  also  has  a  display— our  leading 
competitor's  typewriters  don't.  Using  the  display  and  the  memory  you  can  correct  errors  before  they 
ever  get  on  paper.  And  changes  and  revisions  can  be  made  quickly  and  easily  without  the  need  to 
retype  entire  pages. 

You  end  up  with  letter-perfect  letters  that  say  exactly  what  you  want  them  to  say.  In  short, 
you  get  more  effective  communication.  In  less  time  with  less  typing  effort. 

The  620  Memorywriter  also  handles  preprinted,  multi-part  forms  with  amazing  ease.  You 
can  move  from  position  to  position  in  any  direction  on  a  form  just  by 
touching  one  key. 

What's  more,  the  Memorywriter  even  gives  you  a  choice  of 
three  different  type  sizes  and  proportional  spacing,  all  on  one  machine. 

Don't  forget  the  610  Memorywriter  either.  It  has  many  of  the 
automatic  features  of  the  620  and  it's  upgradeable  as  well.  It  also 
prints  29%  faster  than  any  of  their  models,  Selectric®  or  electronic. 

So  before  you  make  the  mistake  of  getting  an  ordinary  The  620  Memorywriter 

typewriter,  look  into  a  Xerox  Memorywriter. 

For  information,  call  800-648-5888,  operator  280*  your  local  Xerox  office,  or  mail  in  the 
coupon  below. 

□  Please  have  a  sales  representative  contact  me.  □  I'd  like  to  see  a  demonstration. 
□  Please  send  me  more  information  about  your  new  Memorywriters. 

Mail  to:  Xerox  Corporation,  Box  24,  Rochester,  New  York  14692. 

Name  Title  Company, 


Address  City  State  Zip  Phone  

28(1  J  F-l-17-83 


XEROX 


•In  Nevada,  call  800-992-5711.  operator  280.  /  \  XEROX®,  620  and  610  arc  trademarks  of  XEROX  CORPORATIO 


Follow-Through 

million  international  drug  company 
(Forbes,  Nov.  9,  1981).  On  the  horizon 
was  his  hottest  product,  Fluosol-DA, 
an  oil-based  form  of  artificial  blood 
that  was  about  to  be  given  the  seal  of 
approval  by  Japan's  equivalent  of  the 
U.S.  Food  &  Drug  Administration. 
Naito  had  spent  $15  million  and  15 
years  developing  it,  and  it  was  expect- 
ed to  produce  sales  of  $60  million  in 
:  its  first  year. 

The  year  that  just  ended,  however, 
dealt  Green  Cross  two  body  blows. 
Dr.  Naito,  who  at  74  was  still  called 
"the  locomotive,"  died  at  75  last  July. 
,  Then  it  seems  that  Green  Cross  had 
given  some  wrong  dates  in  applying  to 
Japan's  Health  &  Welfare  Ministry  for 
approval  of  Fluosol,  and  the  whole 
process  had  to  begin  anew.  The  com- 
pany doesn't  expect  an  okay  from  To- 
kyo until  the  end  of  1983,  a  full  year 
later  than  planned. 

One  result:  Fluosol  could  be  pro- 
duced first  in  the  U.S.  In  1978  Green 
Cross  paid  $23  million  to  Abbott  Labo- 
ratories for  a  California  producer  of 
plasma  derivatives,  Alpha  Therapeu- 
tic of  Los  Angeles,  which  is  pursuing 
its  own  route  through  the  FDA  for 
i  Fluosol.  It  stands  a  good  chance  of 
j  getting  approval  early  this  year,  ac- 
1  cording  to  Dr.  Thomas  Drees,  Alpha's 
;  president.  Last  month  the  Japanese 
j  parent  gave  the  go  for  a  plant  in  the 
!  U.S.,  a  switch  from  its  original  plan  to 
i  make  Fluosol  in  Japan  and  ship  it  here. 

Drees  thinks  that  while  Dr.  Naito's 
death  produced  "a  couple  of  months 
i  of  stunned  silence,"  the  management 
transition  will  cause  no  problems. 
The  "locomotive"  had  lined  up  a  new 
and  capable  set  of  Japanese  succes- 
sors. (Says  Drees,  because  Naito  was 
j  so  dominant,  few  had  dared  to  chal- 
i  lenge  him  in  his  field;  that  could 
change.) 

The  flap  over  the  Fluosol  data  is 
I  different  but  should  hardly  prove  fa- 
,  tal.  It  came  about  when  the  head  of 
Green  Cross  research  gave  a  sample  to 
a  medical  school  classmate  who  used 
it  in  January  1979  on  a  cancer  patient. 
This  came  to  light  after  the  Health  & 
Welfare  Ministry  had  been  told  the 
first  tests  had  come  in  March,  with 
Naito  and  other  executives  as  guinea 
pigs.  That  will  probably  cause  no 
problem  in  the  U.S.  The  FDA,  Drees 
says,  considers  that  the  Japanese  over- 
reacted and  that  similar  oversights 
had  caused  no  problems  here. 

Dr.  Naito's  artificial  blood,  there- 
fore, may  suffer  nothing  more  serious 
than  a  change  in  venue. 


China.  Something  old.  Something  new 


Solen  Lindblad  Cruising  introduces  a  new  way  to  see  perhaps  the  oldest 
country  on  Earth  aboard  the  M.V.  Yao  Hua*  on  our  China 
Coastal/Yangtse  River  Cruise. 

We  offer  first  class,  outside  cabins,  delectable  Scandinavian  and 
Chinese  food,  3  nights  in  a  Beijing  hotel.  And  a  chance  to  see  Shanghai, 
Hong  Kong,  Nanjing  as  well  as  one  of  the     JO  LEARN  IS  TO  LIVE, 
ancient  wonders  of  the  world:  the  Great 
Wall. 

Cruises  begin  in  March  1983.  For  more 
information  call  600-223-5688.  In  New  York 
call  (212)  751-2300.  See  your  travel  agent 

or  write  Dept.  F-1-1 7.  SALEN  LINDDLAD  CRUISING 


TO  LEAKN  IS  TO  LIVE. 

SI 


*  Registered  in  China. 


130  East  55ch  Street, New  York.  N.Y.  10022 


GROWTH 


Should  it  be  part  of  your  investment  strategy? 
Here's  what  the  pioneer  of  growth  stock  theory  thinks. 

T.  Rowe  Price  Associates  believes  lower  inflation  and  pros- 
pects for  gradual  economic  expansion  favor  a  number  of  quality 
companies.  We've  chosen  them  for  the  Growth  Stock  Fund 
because  they  have  the  strengths  to  respond  to  recovery.  They 
are  leaders  in  expanding  industries.  And  we  believe  their 
stocks  offer  good  value  now.  For  the  opportunity  to  participate 
in  their  long-term     i—  —  —  —  —  —  —  — ■ —  —  —  — 

T.  Rowe  Price 


growth  with  all  the 
advantages  of  a  well 
established  no-load 
mutual  fund,  call 
toll-free: 


1-800-638-5660. 1 


In  Maryland,  call: 
1-800-492-1976. 


T.  Rowe  Price  Marketing,  Inc. 
100  East  Pratt  Street,  Baltimore,  MD  21202 
Yes,  please  send  me  a  free  T.  Rowe  Price  Growth  Stock 
Fund  Information  Kit  and  the  prospectus  with  complete 
information  including  management  fees  or  charges  and 
other  expenses.  I  will  read  it  carefully  before  I  invest. 

Name  


Address. 
City  


-State. 


.Zip. 
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Readers  Say 


Awesome  superiority 

Sir:  The  sequence  of  "America's 
shrinking  industrial  base,  the  molting 
of  America"  (Nov.  22)  and  "The  Soviet 
Union,  its  long  march  to  nowhere" 
(Dec.  6)  drives  home  the  awesome  po- 
tential and  superiority  of  the  Ameri- 
can economic  system  to  provide  for 
the  people. 
— Ralph  W.  Ludwigjr. 
Frankfort,  Ky. 

Sir:  The  article  on  the  Soviet  Union 
illustrates  the  danger  of  bureaucracy 
and  regulation  in  society  better  than 
any  textbook  ever  written. 

— Donald  S.  Jones  Jr. 
Ft.  Myers,  Fla. 

Sir:  Any  society  governed  by  planners 
will  tend  to  degenerate  into  a  system 
where  everything  not  expressly  al- 
lowed is  forbidden.  This  tendency  in 
the  long  run  dooms  all  regimented 
societies,  as  change  interferes  with 
planning,  and  the  resulting  confusion 
paralyzes  that  society. 
— Andrejs  Baidins 
Wilmington,  Del. 

Sir:  Treating  the  general  population 
as  serfs  is  the  root  of  the  failure  of 
Soviet  agricultural,  industrial  and 
commercial  programs. 

— Robert  F.  Millikan 
Ashland,  Ky. 

Sir:  Perhaps  we  should  take  all  of 
those  billions  allocated  for  defense 
and  let  the  CIA  flood  the  [Soviet 
Union]  with  black-market  blue  jeans. 

— Welbv  C.  Wood 
New  York,  NY. 


Subversive  weapons 


Stocks  reflect  concern 

Sir:  Fact  and  Comment  (Dec.  20) 
states  that  the  Dow  would  have  to  be 
3112  in  current  dollars  to  equal  1000 


in  1965,  i.e.,  it's  silly  to  say  the  stock 
market's  too  high. 

But  realistically,  does  the  current 
level  of  the  Dow  well  below  3112 
reflect  undervaluation  of  stocks?  Or 
does  it  reflect  very  strong  concern 
about  the  short-  and/or  long-term 
health  of  the  American  economy? 
— Lawrence  I.  Gould 
Beachwood,  Ohio 


Volcker  too  cautious 

Sir:  Delighted  to  see  "No  Time  For 
Timidity"  (Fact  and  Comment,  Dec. 
20).  I  have  been  pleading  for  the  "art 
of  decisively  leading  the  direction  in- 
terest rates  take."  Somehow  Paul 
Volcker  seems  overly  cautious  even 
though  he  agrees  with  the  hope  that 
they  will  fall. 
— James  D.  Robinson  III 
Chairman, 
American  Express 
New  York,  NY. 


Rz— health  insurance 

Sir:  Your  article  on  alcoholism  treat- 
ment programs  (Nov.  22)  asserts  that 
doctors  have  neglected  the  problem, 
perhaps  because  they  themselves 
"have  the  highest  alcoholism  rate  of 
any  profession." 

To  suggest  that  nonalcoholic  physi- 
cians would  refuse  to  treat  drinkers 
out  of  deference  to  their  alcohol-abus- 
ing colleagues  is  absurd. 

Institutional  treatment  of  alcohol 
abuse  was  prohibitively  expensive  for 
the  great  majority  of  Americans  until 
health  insurance  coverage  for  such 
care  became  available. 
—Robert  D.  Gillette,  M.D. 
Cincinnati,  Ohio 


Why  we  got  unions 

Sir:  I  admit  to  a  certain  sympathy  for 
Dennis  Dible's  father,  who  was  con- 
fronted by  an  unreasonable  union 
(Fact  and  Comment.  Nov.  8). 

There  is  another  side  to  the  coin.  It 
was  not  so  long  ago,  before  the  advent 
of  unions,  that  people  worked  12,  14 
and  16  hours  a  day,  6  days  a  week. 
Because  there  were  always  more 
workers  available  than  jobs,  a  pro- 
spective employee  was  told,  "Take  it 
or  leave  it." 

An  injured  employee  was  laid  off 
without  pay.  Often,  sanitary  condi- 
tions were  poor;  safety  precautions 


were  minimal.  Employees  who  wen 
ill  were  not  paid. 

It  is  unfortunate  that  the  wheel  ha« 
to  turn  full  circle  and  the  victim  wa 
Mr.  Dible's  father. 
— Edward  N.  Mintz 
New  York,  NY. 


We  have  takers 

Sir:  Your  story  about  the  natural  ga 
industry  ("Paying  the  piper,"  Nov.  22, 
reported  on  Northern  Natural  Gas 
efforts  to  reduce  prepayments  by  nc 
gotiating  with  producers  on  the  basi 
of  making  storage  payments  as  op 
posed  to  the  total  balance  of  deficien 
cy  payments.  The  story  says,  "No  tak 
ers  yet." 

The  facts  are  that  some  producer 
have  accepted  this  approach.  Further 
more,  we  have  received  extremely  fa 
vorable  reaction  to  this  concept  no 
only  from  our  producers  and  custom 
ers,  but  from  various  legislative  am 
regulatory  sources. 
— Dan  Dienstbier 
President, 

Northern  Natural  Gas  Co. 
Omaha,  Nebr. 


Metals'  big  problems 

Sir:  A  postscript  to  the  remarks  yo 
very  correctly  attributed  to  me  ii 
"The  crisis  that  didn't  happen"  (Not 
22).  We  have  been  hypnotized  int 
staring  exclusively  at  the  so-calle' 
strategic  minerals  issue.  Lack  of  in 
vestment,  obsolete  plants,  violent  up 
and  downs  in  demand,  foreign  compe 
tition,  the  erosion  of  domestic  ore 
processing  capacity — these  and  other 
are  the  persistent  issues. 
— Hans  H  Landsberg 
Senior  Fellow, 
Resources  for  the  Future 
Washington,  D  C. 


Cole,  not  Noel 

Sir:  In  citing  The  Noel  Coward  Diarit 
(Other  Comments,  Dec.  6),  you  attribut 
to  Cole  Porter  the  sober  quip  abou 
missing  breakfast,  but  not  lunch,  i 
death  should  unexpectedly  strike  th 
master.  Noel  Coward  attributed  thi 
remark  to  Cole  Lesley,  his  lifelon 
secretary  and  confidant  and,  presum 
ably,  his  frequent  dining  companion 
— Noel  DeKing 
New  York,  NY. 
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Hertz  introduces 
free  gifts  worth  getting. 


Now  when  you  rent  from  Hertz,  you 
:e  leather  accessories  from  Cartier.  An 


t  the  kind  of  top  quality  gifts  you'd  expect  from  #1. 
(Hertz  gives  you  so  many  different  gifts  to  choose  from. 


1  Rental  *** 

Only  Hertz  gives  you  a  choice  of  7  free  gifts  for  just  one  rental.  You  can  walk  away  from  our  counter  with  a  Pierre  Cardin 
:ulator  or  6  Titleist  golf  balls.  Or  send  us  the  coupon  you  receive  and  we'll  send  you  either  a  Cartier  leather  credit  card 
der,  an  autographed  O.J.  Simpson  leather  football  from  Wilson,  a  varsity  plaid  stadium  blanket,  a  stuffed  Koala  bear,  or 
)  cans  of  Wilson  tennis  balls. 

Or  you  can  continue  to  save  coupons  given  to  you  with  each  rental  and  redeem  them  for  bigger  gifts. 


oose  either  a  Cartier  leather  biilfoW,  Wilson' 
iketball,  sports  bag,  Magnavox  AM/FM  radio, 
daway  luggage  carrier,  40  piece  tool  set,  or 
yenchy  umbrella. 


oose  either  a  Wilson  soccertoafl,  Emerson  AA 
FM  portable  radio,  Pierre  Cardin  travel  alarm 
clock,  Reed  &  Barton  silver-plated  picture  frame, 
Windsor  AM/FM  stereo  receiver  with  head- 
phone, or  Fashion  Club  shoulder  bag. 


Choose  eitheTaCartier  leather  passporw 
Spalding  racquetball  set,  Emerson  AM/FM  digi- 
tal clock  radio,  Emerson  portable  cassette  re- 
corder, Kodak  Tele-Stylelite  camera,  or  Fashion 
Club  overnight  bag. 


I 


.  ,  m-  ■ 

->ose  either  a  Canon  printing  calculator,  sports 
oculars,  AM/FM  stereo  cassette  player  with 
dphone,  set  of  4  Svend  Jensen  crystal  beer 
gs,  GTE  Solitare"  IV  telephone  with  auto  dial 
1  back,  or  Fashion  Club  weekend  bag. 


Ihoose  either  a  Cartier  leather  andsuede 
lio,  12"  B&W  RCA  TV  set,  inflatable  2  man  boat, 
Ansco  35mm  camera,  men's  attache  briefcase, 
men's  or  women's  Citizen  date  watch,  or  Fashion 
Club  carryon  garment  bag. 


For  complete  details,  call  Hertz  at 
1-800-654-3131  or  call  your  travel  con- 
sultant. Available  on  rentals  from  January  1 
through  March  31,1983  at  all  U.S. corporate 
airport,  major  downtown  and  participating 
licensee  locations,  for  all  compact  or  larger 
car  classes.  Not  available  on  tour  packages 
or  special  promotional  rates. 


Hertz 

#1  For  Everyone. 

Hertz  rents  Fords  and  oiher*/nne  cars. 


Why  so  many  Mercedes-Benz  automobiles 

have  achieved  classic  resale  value  — 
before  they  were  old  enough  to  be  classics. 


'ach  of  the  Mercedes-Benz 
-j  automobiles  in  the  picture 
k  left  has  been  shown  to  be 
ptually  worth  more  money 
pday  than  the  day  it  was  new. 
I  What  makes  this  fact 
Btonishing  is  that  each  is  a 
Production  model  and  far 
om  rare.  And  each  was  built 
i 1971— little  more  than  a 
ecade  ago. 

Astonishing  consistency 

The  astonishingly  consistent 
lercedes-Benz  legend  of  re- 
ined value  is  thus  enhanced. 
;  legend  composed  not  just  of  a 
■w  exotic  models,  so  rare  and 
)  old  that  their  value  could  be 
<pected  to  rise  higher  as  the 
?ars  pass  by  but  models  you 
m  see  on  the  streets  and  high- 
ways of  America  every  day- 
ich  as  those  in  the  picture 

left. 

True,  the  most  money  ever 
aid  for  a  production  automo- 
ile  was  paid  for  a  Mercedes- 
enz-a  1936  500  K  Roadster, 
ictioned  in  1979  for  four  hun- 
red  thousand  dollars.  And  the 
cperts  can  cite  numerous  other 
lercedes-Benz  models  now 
rorth  double,  triple,  quadruple 
leir  original  selling  prices. 

But  these  same  experts  can 
test  to  the  remarkable  overall 
?cord  compiled  by  all 
(lercedes-Benz  automobiles 
sedans  as  well  as  coupes  and 
padsters,  diesels  alongside 

lockwise  from  top:  300 SEL  6.3  Sedan, 
WSL  Roadster,  280 SE  3.5  Coupe, 
pOSE  3.5  Convertible.  250CE  Coupe. 
pOSE  Sedan, 


their  gasoline-powered  counter- 
parts; from  the  recent  past  as 
well  as  the  distant  past.  A  record 
that  is  perhaps  best  expressed  in 
one  simple  statement:  the 
Mercedes-Benz  name  is  so  cov- 
eted by  American  buyers  today 
that  after  the  first  three  years, 
the  entire  Mercedes-Benz  line-not 
just  a  few  isolated  models-has 
been  shown  to  retain  an  average 
of  84  percent  of  original  value. 

Some  individual  models  from 
some  makers  might  possibly 
match  this  figure.  In  so  doing, 
they  only  underscore  the  point: 
the  Mercedes-Benz  legend  is  not 
based  on  some  cars,  specially 
handpicked;  it  is  based  on  the 
total  resale  performance  of  all 
models  in  the  line. 

Minimal  depreciation 

The  net  result  has  been  a 
series  of  automobiles  so  desir- 
able to  so  many  people  that  their 
value  has  refused  to  tumble- 
refused,  indeed,  to  more  than 
minimally  depreciate  as  the 
miles  and  years  have  gone  by. 

Perhaps  this  is  because 
there  have  never  been  quite 
enough  Mercedes-Benz 
automobiles  to  satisfy  America's 
demand. 

Perhaps  it  is  because 
their  value  has  never 
been  cheapened 


by  annual  model  changes,  or 
face-lifts,  or  marketing  artifice  of 
any  kind. 

Perhaps-as  the  engineers 
would  claim-it  is  simply  be- 
cause they  are  built  to  uncom- 
mon standards,  to  serve  their 
owners  uncommonly  well. 

A  crucial  measure 

Not  even  Mercedes-Benz 
knows  the  reason  to  an  absolute 
certainty.  And  not  even 
Mercedes-Benz  can  predict  the 
future  course  of  resale  value  in 
this  uncertain,  unpredictable 
world  of  ours. 

But  that  resale  value  stands  as 
a  crucial  measure  of  automotive 
worth  is  beyond  question.  And 
amid  the  welter  of  claims  and 
counterclaims  about  value 
retention  in  the  marketplace 
today,  the  lessons  of  Mercedes- 
Benz  resale  history- recent  resale 
history-  cannot  be  discounted 
by  any  automobile  buyer.  And 
they  should  not  be  ignored. 


Engineered  like  no  other 
car  in  the  world 
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BECAUSE  HEALTH  CARE  NEEDS 
COME  IN  ALL  SHAPES  AND  SIZES, 
SO  DO  OUR  BENEFIT  PACKAGES. 

When  it  comes  to  choosing  employee  health  care  coverage, every  company  has 
its  own  set  of  needs.  To  meet  these  needs,  while  satisfying  cash  flow  objectives,  we 
developed  a  bold  new  approach  called  the  Blue  Cross  and  Blue  Shield  Metamatrix  System. 

With  greater  flexibility  in  the  size  and  shape  of  health  care  packages,  the 
Metamatrix  System  allows  you  the  freedom  to  have  the  most  effective,  (  ost-efficient 
program.  For  example,  with  options  in  covered  services,  deductibles,  and  copaymenl 
amounts,  you  can  shape  major  medical  benefits  to  your  specifications.  In  addition, 
you're  allowed  flexible  approaches  to  "stop-loss''  and  "out-of-pocket-limit"  features 

Yet  product  flexibility  is  only  one  dimension  of  the  Metamatrix  System.  With 
flexible  financing,  improved  service,  uniform  delivery  and  strengthened  (  Ost  containment 
programs,  this  highly  adaptable  system  can  accommodate  any  company's  needs.  Exactly. 

The  Blue  Cross  and  Blue  Shield  Metamatrix  System.  Find  out  how  you  fit  in. 
Contact  your  local  Blue  Cross  and  Blue  Shield  Plan  tor  more  information  on  America's 
leader  in  health  care  protection.  AMERICA'S #1  GET  WELL  CARD. 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


CHARLIE  WOHLSTETTER,  THAT  TIRELESS  DYNAMO  WHO 


heads  up  Continental  Telephone,  passed  on  to  us  this 
anecdote,  which  I  find  most  apropos  at  this  time  as  fore- 
casts shower  down  on  all  our  hapless  (that's  better  than 
hopeless)  heads — 

"Some  years  ago  Herman  Kahn  told  me  of  the  rabbi  who 
was  present  at  the  creation.  After  the  sixth  day,  when  the 
Lord  was  resting,  he  looked  at  his  handiwork  and  turned  to 


the  rabbi  and  asked,  'Well,  Rabbi,  what  do  you  think?  Are 
you  optimistic  or  pessimistic?'  The  rabbi  hesitated, 
frowned  deeply,  shook  his  head  and  clucked  his  tongue 
and  finally  said  to  the  Lord,  'Well,  I'm  optimistic'  And  the 
Lord,  in  surprise,  said,  'Well,  if  you're  optimistic,  why  are 
you  frowning?'  And  the  rabbi  said,  'I'm  frowning  because  I 
believe  my  optimism  is  unjustified.'  " 


FOR  ANDROPOV  TO  CURE  THE  FOUNDERING  SOVIET  ECONOMY 


is  relatively  simple — but,  quite  simply,  it  is  probably  im- 
possible. 

To  cure  many  of  the  Soviet  economy's  ills — which  are 
very  unlike  our  own — the  Supreme  Soviet  has  to  start 
dismantling  great  hunks  of  its  economic  structure.  It  has 
to  substitute  some  competition  and  incentive  to  end  the 
inefficiency,  the  absurdities  and  frequent  chaos  produced 
by  the  rigidity  of  bureaucratic  quotas  and  allocations  arbi- 
trarily assigned  by  Kremlin  commissars. 


The  rub,  of  course,  is  that  such  a  drastic  reversal  in 
Communist  ideology,  no  matter  how  drastically  needed, 
would  bring  along  with  it  a  change  in  the  Communist 
Party's  political  system,  a  system  that  provides  total  con- 
trol of  its  people.  If  righting  the  economy  (maybe  it  should 
be  spelled  Righting)  requires  unmonolithic-ing  the  Party, 
it's  not  apt  to  be  undertaken  by  the  present  top  dogs. 

They'll  tinker  rather  than  chance  being  bitten  by  their 
people. 


GEORGE  SHULTZ  SHOULD  SAY  WHAT  SHERLOCK  HOLMES  SAID 

A  Hip  Hip  Hurrah!  and  a  jolly  Hear!  Hear!  for  our  State  and  Co.  hold  up,  literally  and  figuratively,  our  embassies, 

Department's  belatedly  acquired  new  power  to  tit  for  tat  consulates,  ambassadors  and  counselors  on  location  ser- 

with  foreign  diplos  and  their  governments  in  their  treat-  vices,  on  travel  or  whatever,  we  can  do  ditto.  Secretary 

ment  of  us  and  ours.  Shultz  can  tell  his  counterparts  who  might  protest  this 

Now  when  mainland  Ruritanias  as  well  as  the  Russkies  U.S.  Foreign  Missions  Act,  "It's  elementary,  my  dear." 

IN  GREAT  BRITAIN,  SUITS  JUDGED  "WITHOUT  MERIT" 


cost  the  suers  the  full  legal  expenses  incurred  by  the  sued. 
Sean  Connery  was  sued  for  $190,000  and,  when  the  British 
High  Court  dismissed  the  case  as  "wholly  without  merit," 
the  claimant  was  ordered  to  pay  Connery's  legal  ex- 
penses— which  were  more  than  $190,000. 


If  courts  here  would  charge  those  who  bring  suits  judged 
to  be  wholly  without  merit  the  full  legal  defense  fees,  you 
can  bet  your  boots  there  would  be  countless  thousands 
fewer  of  the  meritless  actions  that  now  so  often  smother 
justice  under  our  system. 
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"JUST  A  DELIGHTED  CONSUMER" 

Interview  of  MSF  by  Peter  Meltzer  for  an  article  in  The  Wine  Spectator, 
the  industry's  biweekly  newspaper.  Here,  some  excerpts: 


WS:  People  collect  wine  for  differ- 
ent reasons.  How  would  you  classi- 
fy your  collecting! 
MSF:  I  am  not  really  a  wine  collec- 
tor. My  wife  and  I  became  fond  of 
having  wine  with  our  dinner,  which 
she  cooks.  Whenever  we'd  go  out  to 
dinner  my  wife  would  order 
champagne  as  a  cocktail  and 
then  we  would  have  a  bottle 
of  wine  with  the  meal.  It 
made  it  an  occasion. 

I  don't  take  a  long-term 
view  of  our  wine  cellar.  I 
buy  1960s  and  vintages  that 
are  good  now.  I  can't  resist  a 
sale.  And  I  ask  myself:  "Was  that  a 
good  or  a  bad  year?"  I  have  found 
the  validity  of  those  rankings  de- 
pends on  what  happened  to  the  bot- 
tle you  are  drinking  from.  Occasion- 
ally a  heralded  and  expensive  old 
wine  has  been  very  disappointing.  I 
am  talking  now  of  something  from 
the  1920s  or  World  War  I  or  before. 

WS:  /  guess  the  question  of  prov- 
enance in  wine  is  the  exact  opposite 
of  that  of  painting.  You  want  a 
painting  to  have  a  history  but  you 
want  a  wine  to  have  a  single  owner. 

MSF:  That's  beautifully  put.  I've 
discovered  the  older  the  wine,  the 
less  the  guarantee.  The  older  they 
are,  the  rarer  a  good  buy,  I  think. 

Sometimes,  to  executives  who 
are  into  wine  collecting  and  who  are 
our  guests  at  luncheon  here,  we  give 
a  bottle  either  of  the  year  they  were 
born  or  a  year  like  1929 — a  memora- 
ble event  of  business  or  the  world's 
affairs  that  has  some  connection 
with  them.  And  then  they  are  told: 
"When  you  open  this,  the  one  prom- 
ise asked  from  you  is  not  to  tell  us 
anything.  Don't  even  tell  us  if  it 
was  good,  because  the  odds  are  it 
may  not  be  drinkable  and  I  don't 
want  to  hear  it." 

We  have  a  wine  cellar  that  would 
strike  a  connoisseur  as  eclectic.  I 
prefer  French  wines,  probably  be- 
cause what  little  knowledge  I  have 
is  mostly  about  the  French.  I  am 
awed  by  the  complexities  that  de- 
termine which  California  wines  are 
good.  When  buying  a  bottle  of  Cali- 
fornia wine,  I  read  from  right  to  left. 
I  figure  if  it's  $12,  it's  better  than 
the  $8  bottle. 

But  in  a  restaurant  I  never  buy  a 
bottle  of  wine  that's  in  the  $100 


range.  I  would  choke  on  it.  It  re- 
minds me  of  a  wealthy  older  ac- 
quaintance who  said  she  couldn't 
eat  in  a  particular  four-star  restau- 
rant because  she  didn't  enjoy  eating 
her  money.  To  me,  a  good  wine  is  a 
combination  of  being  delicious  and 


not  expensive.  I  feel  more  comfort- 
able about  having  some  of  our  wines 
when  I  see  them  on  some  menu  for, 
say,  $550. 

But  paying  $5,000  or  $30,000  for 
some  extraordinary  bottle — lord, 
the  mileage  some  buyers  get  out  of 
that.  The  promotion  makes  it  worth 
that  to  them,  but  it's  a  business 
reason  and  has  absolutely  nothing 
to  do  with  the  wine. 

WS:  What  are  the  guidelines  in 
buying  for  your  own  cellar! 

MSF:  We  like  to  cover  the  spec- 
trum of  years,  because  we  know  at 
some  point  it's  going  to  be  intrigu- 
ing to  somebody  as  a  present.  To 
have  a  bottle  of  wine  that  was  laid 
down  the  same  year  you  bowed  in, 
that's  exciting. 

My  wife  and  I  are  extremely  fond 
of  white  wine,  but  I  like  red  with 
chicken  and  with  cheese.  We  often 
find  a  good  white  in  California  and 
some  decent  red  but  nothing  that 
strikes  me  as  mellow  and  as  good  as 
some  of  the  French  wines. 

WS:  You  have  no  track  record 
[with  California  winesj.  With  the 
French  you've  got  a  classification 
that  has  existed  since  1855.  Unfor- 
tunately, with  all  the  advances  in 
technology,  the  wine  you  tasted 
last  year  is  not  going  to  taste  the 
same  next  year.  Because  somebody 
decided  to  change  the  vintification 
method  for  the  sake  of  technology. 

MSF:  The  big  advantage,  though, 
is  that  there  will  be  greater  quanti- 
ties of  good  wine.  Wine  adds  a  di- 
mension to  a  meal  that  more  and 
more  people  are  aware  of.  I  think 
wine  tastes  twice  as  good  from  a  thin 
wine  glass  as  from  a  tumbler  or  a 
paper  cup.  And  I  don't  care  if  it  is  a 


Waterford  glass  of  great  value  or 
what  have  you,  but  if  the  stem  is 
thick  and  the  rim  of  the  glass  is 
thick,  the  wine  doesn't  taste  as  good. 

WS:  Do  you  find  that  if  you  bring 
out  an  old  wine  there  is  soon  a  lot  of 
wine  talk! 

MSF:  Yes.  I  laid  in  a  big 
supply  of  1965  Haut  Brion. 
It  got  dumped  on  and  we 
bought  it  at  roughly  $5  or 
$6  a  bottle.  A  few  years  ago 
I  mentioned  that  to  Doug 
Dillon,  a  neighbor  who 
owns  that  great  vineyard, 
and  he  said,  "Well,  the  iro- 
ny was  that  1965  gradually  matured 
to  be  a  good  wine."  And  so,  I  wasn't 
totally  discredited  when  I  thought  it 
wasn't  bad  at  all. 

I  am  a  two-legged  example  of  the 
fact  you  don't  have  to  be  enormous- 
ly knowledgeable  to  like  wine,  and 
that  anybody  can  eventually  distin- 
guish that  some  wines  are  better 
than  others.  I  can't  see  using  the 
cellar  to  put  away  some  1981  Bor- 
deaux so  that  X  years  from  now  this 
will  be  ready  to  drink.  If  X  years 
from  now  it  is  that  good,  why,  there 
will  be  some  available.  We  might 
have  to  pay  more,  but  in  the  mean- 
time I  haven't  had  to  store  it. 

WS:  Should  investors  buy  wine 
now  under  the  assumption  the 
money's  better  put  into  the  wine 
cellar  than,  say,  the  money  market! 

MSF:  I  think  it's  the  most  foolish 
thing  to  do  because,  be  it  ever  so 
liquid,  in  a  monetary  sense  it  ain't. 
Suppose  I  say:  "I  paid  $50  for  that 
ten  years  ago  and  it's  on  this  menu 
here  at  $275;  good,  I  can  sell  mine 
for  that."  To  whom?  There  is  no 
active  resale  market,  and  between 
taxes,  handling,  storage,  etc.,  the 
odds  of  realizing  the  value,  other 
than  enjoyment,  are  slight. 

Wine  isn't  a  sound  investment. 
It's  not  an  insurance  against  disas- 
ter and  panic  and  revolution.  Be- 
cause it's  unportable,  there  is  just 
no  way  you  can  smuggle  a  case  of 
wine  anywhere.  Except  by  consum- 
ing it.  And  then  you  give  it  up  all 
too  soon. 

In  short,  if  you're  not  in  the  wine 
business  you  should  do  as  with  any 
type  of  collecting:  Buy  from  the 
point  of  view  of  the  pleasure  you  are 
going  to  get  from  it. 
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ON  THE  OCCASION  OF  ESQUIRE'S  50th  BIRTHDAY 


we  can  all  join  in  celebrating  the 
return  of  this  veritable  institution 
to  thriving  good  health. 

In  our  teens,  over  four  decades 
ago,  its  spicy  cartoons  and  Petty 
girl  pinups  were  our  tame  counter- 
parts of  the  last  decade's  Playboy 
and  Penthouse  spreads.  For  those 
who  wanted  to  be  tuned  in  to  what 
was  au  courant  in  men's  gear,  it  was  then  the  bible  that 
Gentlemen's  Quarterly  now  is.  Its  articles  were  most 
Dften  the  most  relevant  or  provocative.  Its  fiction  was 


Phil  Moffitt 


some  of  the  best  by  the  then-best 
or  by  those  who  subsequently  be- 
came famous. 

In  short,  Esquire  was  almost  all 
things  to  most  all  men. 

After  a  decade  of  decline,  then 
transformation,  and,  recently, 
near-demise,  it's  a  most  happy 
thing  to  see  Esquire  again  full  of 
matter  that  matters  to  its  expanding  numbers  of  readers. 

To  Esquire,  happy  birthday!  Congratulations  and  grati- 
tude to  Phil  Moffitt  and  Chris  Whittle,  its  guiding  geniuses. 


Chris  Whittle 


W  Or,. 
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EXPRESSIONS 
OF  APPRECIATION 

are  invariably  appreciated.  Here's  one  so 
reflective  of  thought  and  effort  that  this 
good  Cause  is  bound  to  be  further  fur- 
thered. The  card  signers  (left)  are  inner- 
city  youngsters,  wholeheartedly  into  mu- 
sic and  singing  and  marching  and  being 
part  of  something  that's  good  fun,  not 
merely  good.  And  that's  real  good. 


TIME  SPENT 

is  irreplaceable. 


OLD  AGE 

is  hereditary. 


Books 


RICHARD 
NIXON 


LEADERS 

SB 


#  Leaders — by  Richard  M.  Nixon 
(Warner  Books,  $17.50).  During  his 
long  years  as  Vice  President,  aspir- 
ing to  be  President  and  then  as  Presi- 
dent, Richard  Nixon  came  to  know 
the  world's  leaders  under  varying 
circumstances.  He's  had  time  to 
marinate  his  thoughts  about  who 
among  them  were  most  significant. 
His  perceptive  evaluations  often  of- 
:er  a  different,  intimate  view  of  these  other  former  Might- 
les,  their  thoughts  and  places  in  the  history  of  our  times. 

Excerpts:  Most  leaders  I  have  known  had  a  gentle  side  to 
their  natures,  but  it  would  be  a  mistake  to  call  them 
gentle  people.  Those  who  are  in  fact  gentle  are  seldom 
i?ood  at  wielding  power.  .  .  .  The  best  policy  for  a  visitor 
'to  MacArthurj  was  to  listen  quietly.  One  colonel  booked 
la  15-minute  appointment  with  him  during  the  Japanese 
'Occupation,  but  was  so  stunned  by  the  formidability  of 
the  general's  monologue  that  he  forgot  to  bring  up  the 
\reason  for  his  visit.  Later  the  colonel  learned  that  MacAr- 
thur  had  judged  him  a  "fascinating  conversationalist." 
|  .  .  For  most  it  is  very  hard  to  give  up  power.  For  an  old 
man,  it  can  be  the  same  as  giving  up  life  itself. 
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•  America  in  Search  of  Itself — by 

Theodore  H.  White  (Harper  &  Row, 
$15.95).  After  25  years  of  providing 
the  most  insightful  and  arresting 
coverage  of  the  making  of  American 
Presidents,  here  Teddy  White  comes 
to  some  gloomy  conclusions.  He 
tells  of  what  TV  has  done  to  our 
politics,  details  how  he  feels  infla- 
tion has  torn  up  the  American 
dream.  Of  our  dominant  politicos  of  the  past  quarter 
century  he  concludes,  "I  have  learned  that  such  men  are 
cast  up  by  events  and  forces  larger  than  individuals." 
Excerpts:  Much  more  than  half  the  population  of  the  U.S. 
depended  in  whole  or  in  part  on  federal  aid  or  protection. 
This  had  happened  so  gradually  that  few  realized  how 
much  the  nature  of  American  government  and  politics  had 
changed.  Government  had  ceased  to  be,  as  Franklin  Roose- 
velt once  saw  it,  the  umpire  between  business  and  labor, 
between  the  rich  and  the  poor;  it  had  become  the  nourisher 
of  dependency.  .  .  .  By  the  1980  election,  the  pursuit  of 
equality  had  created  a  system  of  interlocking  dependen- 
cies, and  the  American  people  were  persuaded  that  the  cost 
of  equality  had  come  to  crush  the  promise  of  opportunity. 
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Other  Comments 

( ) fieri  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  s  mind.  -MSF 


President  Reagan 

He's  an  incorrigible  optimist.  He'll 
want  to  do  with  the  economy  what 
Senator  George  Aiken  said  to  do  on 
the  Vietnam  War — declare  a  victory 
and  go  home. 

— Lou  Cannon,  Washington  Post 
White  House  correspondent,  in  W 

Less  Pay,  More  Jobs?!? 

If  the  30  million  people  unem- 
ployed in  the  24  largest  industrial 
countries  of  the  capitalist  world 
were  to  march  10  abreast  down  Wall 
Street,  they  would  still  be  filing  past 
the  banks  and  the  broking  houses 
after  24  days  and  nights.  Told  that 
the  quickest  way  to  cut  unemploy- 
ment is  to  cut  wages,  their  most 
printable  reply  would  probably  be 
that  capitalism  is  now  proposing  to 
add  a  fraud  to  its  failure. 

They  might  not  have  noticed  that 
Sweden's  new  Social  Democratic  gov- 
ernment is  trying  to  arrange  a  more- 
jobs-for-lower-real-wages  swap.  And 
that  Europe's  most  thoughtful  trade 
unionists,  the  Dutch,  are  thinking  the 
same  way.  And  that  a  big  country 
with  a  low  jobless  rate,  Japan,  has  a 
system  of  lifetime  employment  that 
is  made  possible  only  by  pay  packets 
that  can  in  very  bad  years  drop  by 
30%  below  the  level  of  a  year  before. 
Sweden  and  Holland  may  be  the  first 
European  countries  to  abandon  the 
myths  of  the  1920s  and  1930s.  Japan, 
to  its  great  good  fortune,  never  suf- 
fered from  them. 

— the  Economist 

Tit  Tat  Toe 

For  years  now,  American  embassies 
and  their  personnel  have  been  sitting 
ducks  for  the  cupidity,  vindictiveness 
and  general  hostility  of  some  of  the 
countries  they've  inhabited.  One 
country  physically  roughs  up  U.S. 
diplomats.  Another  gouges  them  con- 
trary to  law  when  they  have  to  buy 
items  like  license  plates.  A  third  per- 
mits us  to  build  facilities  only  at  the 
end  of  a  single  lonely  bus  line,  so  that 
secret  police  can  keep  track  of  who 
comes  and  goes. 

There  are  a  stunning  number  of 
ways  a  truly  inventive  government 
can  find  to  harass  a  foreigner.  We, 
needless  to  say,  employ  almost  none 
of  them.  But  from  now  on,  when  the 


State  Department  decides  to  hit  back, 
it  will  have  a  range  of  possibilities  to 
choose  from. 

Nobody  is  suggesting  the  gratuitous 
harassment  of  diplomats.  But  if  the 
attache  from  the  People's  Democrat- 
ic Republic  of  Democratic  Peoples 
starts  getting  a  little  nervous  every 
time  he  opens  the  door  in  the  morn- 
ing to  let  the  plumber  in,  or  the  gen- 
tleman from  the  United  Federation 
of  Greed  starts  gnashing  his  teeth 
when  he  sees  those  surcharge  bills 
coming  in,  maybe  we'll  start  getting 
a  little  more  civility  on  the  other 
side  of  the  fence. 

— Wall  Street  fournal  editorial 

Who  Eats  It? 

Real  men  avoid  quiche  because  it's 
French  and  looks  as  though  it  has 
already  been  eaten.  Pete  Rose  is  a  real 
man.  So  is  Margaret  Thatcher,  for 
sending  the  fleet  to  the  Falklands. 
Robert  Redford  and  Jerry  Brown 
eat  quiche. 

— John  Leo,  Time 

Next  Time,  a  Pony 

Devorie  Beck,  23  months  old,  was 
quite  naturally  interested  in  her  fa- 
ther's job.  That  happened  to  include 
some  professional  skydiving.  "It's  my 
turn,"  she  would  say  after  watching 
him  give  demonstration  jumps  on 
Sunday  afternoons  around  her  home 
in  Wimauma,  Fla.  He  had  a  special 
harness  made  that  would  attach  to  his 
own,  did  a  few  test  jumps  with  a  dum- 


my weighing  32  pounds  (Devorie's 
weight),  and  used  an  extra-large  para 
chute  for  a  nice,  smooth  ride.  Wherj 
the  time  came  for  Devorie's  firsij 
jump,  she  reportedly  had  "no  objec 
tions."  Devorie  volunteered  for  three 
jumps.  After  the  last,  dad  asked  if  she 
wanted  to  do  it  again.  "No,"  she  said 
"Sure?"  he  asked.  "Well,"  replied  De 
vorie,  "I  will  if  you  get  me  a  pony." 

— Outside  magazine 


/  drink  to  make  other  people 
interesting. 

— George  Jean  Nathan, 
theater  critic 


Creeping  Capitalism 

Moscow  (Reuters) — The  Soviet 
Union  has  introduced  an  incentive 
plan  offering  cash  bonuses,  cars  and 
vacations  abroad  to  stimulate  meat 
and  dairy  production  this  winter.  A 
[recently  published)  decree  offered 
cash  prizes  totaling  about  $8  million 
to  farms  and  enterprises  that  per- 
formed best  during  winter.  Buses  and! 
cars  will  go  to  farms  that  excelled,  and 
the  Soviet  trade  union  organization 
will  make  available  18,000  travel 
vouchers  for  vacations  at  home  and 
abroad,  the  decree  said. 

— New  York  Times\ 

Moscow  offered  incentive  pay  to 
transportation-system  workers  to  im- 
prove railway  service.  Bonuses  of  up 
to  50%  for  technology  experts  and) 
designers  were  announced,  apparently 
reversing  a  15-year  trend  of  narrowing 
wage  differences  between  workers 
and  managers. 

—Wall  Street  fournal 

Good  Gracious 

Hosting  the  first  dinner  of  a  newi 
season  at  Newport,  Mrs.  Stuyvesant 
Fish  welcomed  the  ladies  with  an  un- 
palatable home  truth:  "Well,  here  you 
all  are  again,  older  faces  and  younger 
clothes." 

"Oh,  how  do  you  do,  Mr.  So-and- 
so,",  as  she  welcomed  an  unfamiliar 
guest.  "I  had  quite  forgotten  I  asked 
you."  To  an  assembled  crowd  Mrs. 
Fish  cried,  "Make  yourselves  perfect- 
ly at  home,  and  believe  me,  there  is  no 
one  wishes  you  there  more  heartily 
than  I  do."  And  to  a  guest  who  ex- 
cused herself  for  leaving  so  early,  Mrs. 
Fish  was  heard  to  say,  "No  guest  ever 
left  too  soon  for  me." 
— Great  Hostesses,  by  Brian  Masters 
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lere's  where  we  save  taxpayers  $6  million  a  mile. 


ie  life  of  bridge  deck  surfaces  in 
'rthern  and  seacoast  areas  can  be  as 
ort  as  five  years.  Road  de-icing  salt  and 
It  spray  seep  into  the  concrete  and  cor- 
ie  the  reinforcing  bars  inside.  Corroded 
rs  expand  and  rupture  the  roadway. 

it  with  3M  Scotchkote  Epoxy  Coating 
Dtecting  the  bars,  the  problem  is  solved, 
id  taxpayers  can  be  spared  the  $6  million 
nile  it  now  costs  to  rebuild  just  a  two- 
ie  bridge. 

5  developed  this  solution  for  highway 


engineers.  But  the  product  also  works  on 
underground  pipelines,  in  parking  ramps 
and  concrete  buildings. 

By  listening  to  people  s  needs,  we  ve 
pioneered  over  700  products  for  the  con- 
struction and  maintenance  industries. 
We  now  make  everything  from  roofing 
materials  and  carpet  care  systems  to  fire 
barriers  and  electronic  building  monitors. 

And  it  all  began  by  listening. 

3M  hears  you... 


FFor  your  free  3M  Construction  and 
Maintenance  Brochure,  write: 
Department  100201/3M,  PO.  Box  4039 
St.  Paul,  MN  55104. 

Name  


~1 


Add  ress  

City  State  Zip. 

Or  call  toll-freei-800-323-1718, 

Operator  360.  (Illinois  residents  call 
1-800-942-8881.) 


 I 


3M 


Wang  is  the  leader 
in  office  automation. 

To  limit  yourself 
to  the  same  old  computer 
company  could  be 
a  giant  mistakei 


In  the  evolving  office  environment,  yesterday's 
solutions  no  longer  solve  today's  problems.  People 
need  something  more  than  isolated  office  machines 
and  terminals  driven  by  mammoth  mainframes. 

Office  automation  offers  the  answers. 

Yet  curiously  only  one  computer  company  really  offers  office  automation.  And  that's  Wang. 

Today,  only  Wang  has  the  systems,  the  technology  and  the  worldwide  resources  to  handle  all  the 
forms  of  information  you  need  to  manage:  words,  numbers,  images,  voice. 

So  talk  to  the  old  guard  if  you  must.  But  if  you're  serious  about  office  automation,  don't  make  the 
mistake  of  not  talking  to  the  leader.  Wang. 

For  a  presentation  on  Wang  office  automation,  call  1-800-225-9264.  Or  write  to 
Wang  Laboratories,  Inc.,  Business  Executive  Center,  One  Industrial  Avenue,  Lowell,  MA  01851. 


WANG 


The  Office  .Automation  Computer  Company' 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


Rx  FOR  THE  DEFICIT— BETTER  TIMES 


The  1983  budget  deficit  will  be  a  whopper,  more  than 
$150  billion.  But  contrary  to  what  we're  hearing  on  the  eve 
of  President  Reagan's  budget  message  for  1984,  this  short- 
fall should  not  prevent  a  vigorous  economic  recovery. 

The  most  immediate  threat  posed  by  the  deficit  is  that 
Congress  might  respond  with  major  tax  increases,  which 
would  be  about  as  helpful  to  the  struggling  economy  as 
Detroit's  substantially  boosting  car  prices  would  be  to  the 
industry's  anemic  sales. 

The  major  cause  of  the  current  flood  of  red  ink  is  the 


severity  of  the  recession.  A  slower  economy  means  less 
tax  revenues  and  more  outlays  for  safety  net  programs, 
like  unemployment  insurance.  A  handy  rule  of  thumb 
is  that  each  additional  1%  of  unemployment  costs 
Uncle  Sam  $25  billion  to  $30  billion.  If  the  economy 
were  operating  at  anything  like  normal,  the  deficit 
would  be  less  than  one-third  of  its  current  size.  Still 
bad,  but  not  mortal. 

As  the  economy  regains  strength,  deficits  will  shrink 
dramatically. 


HELPING  THEIR  ENEMIES 


If  they  are  ever  successful,  those  conservatives  pushing 
the  balanced-budget  constitutional  amendment  may 
someday  be  hoist  with  their  own  petard. 

What  would  happen  if  Congress  were  unable  to  pass  a 
budget  that  would  meet  the  terms  of  this  amendment? 
The  problem  could  end  up  in  the  courts,  as  happens  now 
when  legislatures  cannot  meet  mandates  on  desegrega- 
tion, redistricting,  etc. 

The  judiciary  has  not  been  timid  over  the  past  20  years  in 


moving  into  areas  normally  the  prerogative  of  the  legislative 
or  executive  branches  of  government.  Under  the  mantle  of 
enforcing  the  Constitution  courts  do,  on  occasion,  involve 
themselves  in  the  most  minute  details  of  the  administration 
of  schools,  prisons,  state  hospitals  and  other  areas. 

Conservatives  are  upset  enough  over  judicial  decisions 
on  an  array  of  social  issues.  Do  they  think  they  will  fare 
any  better  when  judges  start  meddling  in  the  specifics  of 
fiscal  policy? 


HERE'S  ONE  JAPANESE  ADVANTAGE  WE  CAN  QUICKLY  ELIMINATE 


The  Administration  is  putting  heavy  pressure  on  Japan 
to  open  its  markets  to  more  imports.  But  there  is  another 
area,  at  least  in  the  shorter  term,  where  pressure  would  be 
more  immediately  helpful:  the  dollar-yen  exchange  rate. 

Experts  agree  that  the  dollar  is  way  overvalued  against 
the  yen.  Even  Japanese  economists  will  admit  to  this,  at 
least  in  private. 

The  current  dollar-yen  rate  puts  American  exporters  at  a 
severe  disadvantage  vis-a-vis  their  Japanese  competitors. 
In  the  first  half  of  1982,  for  example,  Komatsu's  exports 
jumped  47%,  while  Caterpillar  Tractor's  dropped  14%. 
This  had  nothing  to  do  with  Japanese  technology  (it  isn't 
superior  here),  and  everything  to  do  with  prices. 

Unfortunately,  the  U.S.  takes  a  very  passive  attitude 
concerning  the  dollar's  value  against  foreign  currencies,  a 
stark  contrast  to  the  Bank  of  Japan,  which,  like  no  other 
major  central  bank,  keeps  a  tight  grip  on  the  yen's  ex- 


change rate  (not  to  mention  domestic  money  markets). 

A  more  realistic  rate,  most  experts  agree,  would  be  200 
yen  to  the  dollar,  rather  than  the  current  245  or  last  fall's 
high  of  276. 

We  could,  through  decisive  intervention  in  the  foreign 
exchange  markets,  bring  the  dollar  down  to  a  220  rate 
without  much  trouble.  Given  the  protectionist  mood  of 
Congress,  it  is  unlikely  that  the  Bank  of  Japan  would  fight 
such  a  move. 

No  one  should  be  under  the  illusion  that  a  more  realistic 
dollar-yen  exchange  rate  will  solve  most  of  our  trade 
problems  with  Japan. 

But  over  a  period  of  a  year,  it  would  reduce  our  trade 
deficit  with  that  country  from  the  current  $18  billion  to 
$20  billion  range  to  around  $12  billion. 

Given  the  damage  being  done  unnecessarily  to  U.S. 
companies,  what  are  we  waiting  for? 
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How  to  use  the 
world's  best  airport 


Amsterdam's  Schiphol 
Airport  has  been  surveyed  as 
the  best  airport  by  international 
business  travelers.  The  special 
advantages  Schiphol  has  to  offer 
are  significant,  even  crucial. 

Make  easier  connections. 

When  connecting  through  London 
or  Paris,  for  example,  it  is  usually 
necessary  to  change  terminals  or 
even  airports.  But  Amsterdam 
has  only  one  airport.  Schiphol. 
And  Schiphol  has  only  one  terminal. 
All  under  one  roof. 

At  Schiphol  moving  sidewalks 
whisk  you  to  nearby  connections. 
Your  baggage  is  transferred  auto- 
matically. And  when 
you  connect  through 
Amsterdam  you  clear 
customs  only  at  your 
final  destination. 

Amsterdam  offers 
you  a  choice  of  more 
than  1,000  weekly 
connections  to  92  European  cities. 
And,  of  course,  Luxembourg,  Belgium 
and  the  Ruhr  Valley  are  just  a  short 
drive  by  rent-a-car. 

An  awesome  number  of 
airport  services. 

Perhaps  you  will  have  no  need 
for  a  baby  nursery,  or  an  animal 
hotel.  But  you  may  want  one 
of  five  conference  rooms  for  a 
business  meeting.  You  may 
need  an  interpreter,  translator 
or  stenographic  services.  And  you'll 
certainly  want  to  sample  the  fine 
cuisine  in  one  of  the  five  restaurants. 

Fly  there  on  KLM. 

KLM  flies  only  747's  from  New  York, 
Atlanta,  Chicago,  Houston  and  Los 
Angeles  to  Amsterdam.  Nonstop.  Royal 
Class  and  Business  Class  are  available  on 
every  flight.  Call  your  Travel  Agent,  your 
corporate  travel  department  or  KLM. 


KLM 


Royal  Dutch  Airlines 

The  airline  of  the  international  business  traveler 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


Fear  explains 
the  perversity 
in  the  markets 


The  feds  can't 
crowd  out  if 

no  one  else  is 
crowding  in 


A  boom  and  bust 
business  cycle 
can  be  avoided 


THE  FEAR  FACTOR 

Blame  fear,  plausible  but  excessive  fear,  of  higher  interest  rates 
ahead  for  the  perverse  behavior  of  the  bond  and  stock  markets  lately. 
The  fear  factor  explains  why  some  bond  prices,  which  normally  rise 
when  interest  rates  fall,  declined  following  the  Federal  Reserve's  two 
recent  cuts  in  the  discount  rate.  It's  why  the  Dow  Jones  industrial 
average,  which  briefly  pierced  its  alltime  high  in  early  November  in 
the  course  of  its  five-month  rally,  is  now  going  mostly  sideways, 
slightly  above  the  1000  mark. 

Discount  the  fear.  Expect  long-term  rates  to  drift  gradually  lower  in 
coming  months.  The  decline  will  not  be  as  rapid  as  the  slide  in  short- 
term  rates,  but  it  is  likely  to  be  enough  to  help  lift  the  economy  by 
spring. 

Two  powerful  uncertainties  underlie  the  fear.  One  is  the  Treasury's  big 
financing  needs.  The  Treasury  will  borrow  nearly  $70  billion  in  new 
money  during  the  first  quarter — nearly  $1  billion  every  working  day.  In 
a  replay  of  last  year,  we  hear  talk  once  again  of  the  federal  govern- 
ment's crowding  out  private  sector  borrowers. 

But  it  won't  happen,  chiefly  because  neither  individual  nor  business 
borrowers  will  be  crowding  into  the  market.  Household  balance  sheets 
have  been  cleaned  up  considerably.  With  the  economy  still  weak  and 
unemployment  still  high,  consumers  will  remain  cautious,  using  cash 
when  they  can  and  being  slow  to  add  new  debt. 

As  for  business,  capital  spending  will  decline  over  the  first  half. 
Spending  on  plant  and  equipment  dropped  by  1.4%  (constant  dollars) 
in  the  last  quarter  of  1982,  the  Commerce  Department  says,  and 
business  plans  to  spend  0.4%  less  than  that  in  the  first  quarter  and 
0.2%  less  in  the  second.  Not  the  stuff  of  a  rush  in  the  capital  market. 

The  second  reason  for  fearing  higher  long-term  rates  is  continuing 
anxiety  about  inflation.  The  market  has  not  forgotten  what  happened 
after  the  downturn  of  1974-75.  Inflation,  supposedly  beaten,  shot  up  to 
double-digit  levels  before  the  subsequent  recovery  was  over.  It's  possi- 
ble, of  course,  that  history  will  repeat,  but  only  if  the  Fed  is  forced  to 
pump  out  money  because  of  strains  within  the  international  financial 
system.  Barring  that,  expect  the  Fed  to  continue  the  course  it  has 
pursued  since  last  August:  Create  enough  money  to  push  down  rates, 
or  at  least  keep  them  from  rising.  The  fearful  will  continue  to  find 
cause  for  alarm  in  the  fact  that  the  money  supply  exceeds  target  levels. 
Don't  be  misled.  The  Fed  is  only  making  up  for  its  tightness  of  the  past 
two  years,  a  tightness  necessary  to  curb  inflation. 

That's  why  the  Fed  can  fuel  the  recovery  and  avoid  the  boom-and- 
bust  business  cycles  that  have  been  so  destructive  in  the  past.  The 
recovery  in  prospect  looks  weaker  than  any  of  the  previous  postwar 
upturns,  but  it  should  also  prove  to  be  sustainable  until  late  1984  or 
1985.  But  that's  a  long  way  off,  and  long-term  inflation  rates  are 
impossible  to  predict.  For  the  near  term,  at  least,  except  for  an  occa- 
sional blip,  both  inflation  and  interest  rates  are  headed  down. 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 
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Current  127.2 
Previous  127.8 
Percent  change  -0.5 
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Another  skid.  The  Forbes  Index  has  declined  for  the 
second  consecutive  time.  The  main  reason  is  continued 
weakness  in  the  business  sector.  Industrial  production  fell 
0.4%  in  November  after  a  0.8%  dip  the  prior  month. 

The  good  news  is  that  consumers  may  be  about  to  lead 
the  way  to  recovery  even  though  personal  income  fell 
0.1%  in  the  latest  reporting  period.  Retail  sales  were  up  a 
healthy  2.3%,  compared  with  a  0.6%  gain  the  previous 


month.  Most  of  that  increase  came  from  surprisingly 
strong  auto  sales.  Housing  also  continued  to  gain 
strength,  rising  0.2%. 

The  increases  in  autos  and  housing  follow  the  decline  in 
interest  rates  and  are  considered  prerequisites  for  recov- 
ery. Meanwhile,  the  Consumer  Price  Index  was  down 
0.2%  while  prices  in  the  economy's  increasingly  impor- 
tant services  sector  dropped  0.5%. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  ail  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding. 

To  measure  these  eight  elements,  Forbes  monitors  11 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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Consumer  price  indexes  ( 1967=  100) 
all  urban  consumers,  unadjusted  (Dept.  of  Labor) 
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Retail  store  sales  (Sbillions) 

seasonally  adjusted  (Dept.  of  Commerce) 
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total,  seasonally  adjusted  (Federal  Reservel 
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and  no  other  copier  even  comes      send  you  a  free  "I  turned  'em  in"      I  Zip  Phone- 

lose.  And  you  can  see  it  on  our        button,  and  arrange  for  a  free  I  


sai/m 

SEE  HOW  CONSISTENT  COPYING  CAN  BE. 

®  Savin  and  Savin  logotype  are  registered  trademarks  of  Savin  Corporation  ©  1983  Savin  Corporation,  Valhalla,  N  Y  10595 


THE  FIRST  PERSONAL  COMPUTE 


When  you  sit  down  with  the  Professional  from  Digital  Equipment  Corporation, 
you  discover  something  very  quickly:  this  is  not  just  another  personal  computer. 

It  is  a  thoroughly  professional  system  designed  for  the  sole  purpose  of  work- 
ing in  a  professional,  business  environment.  Which  is  why  it  has  capabilities 
superior  to  other  personal  computers  you  might  have  seen  before. 
EASIER  10  WORK  WITH. 

Through  Computer-Based  Instruction,  you  start  using  the  Professional ™  com- 
puter the  same  day  you  get  it.  Further,  with  software  that's  certified  by  Digital, 
the  Professional  computer  gives  you  one  consistent  menu  for  all  your  applications. 
A  first  in  personal  computers.  There's 
also  a  HELP  command  to  answer 
questions  about  operation.  And  if 
something  goes  wrong  with  the 
system,  it  will  actually 
draw  you  a  picture 
of  the  problem 
and  tell  you  what 
to  do  about  it. 
BETTER  COM- 
MUNICATIONS. 

The  pictures  and 
graphics  you  see  on 
me  Professional  are 
four  times  sharper 
than  conventional 
personal  computers. 
The  text  can  be 
displayed  in  bold, 
underlined,  double- 
sized,  or  practically 
any  other  form  a 
that  will  make 

communications  clear.  And  the  uniq«,   ^  mm 
Telephone  Management  System  opensWway  to  ^fcJlP  SSTS 


S  PROFESSIONAL  AS  YOU  ARE. 


voice  communications  in  personal  computers 
for  the  first  time. 

MORE  INFORMATION. 

The  Professional  computer  can  hold  a  stag- 
^      gering  5.8  million  bytes  of  information 
^  right  at  your  desk.  When  you  need 
information  from  other  sources, 
you  can  be  networked  with  other 
Professionals,  larger  systems  from 
Digital,  IBM  mainframes,  and 
data  services  like  Dow  Jones 
News/Retrieval.* 

And  the  Professional  computer 
can  do  more  with  that  informa- 
tion. Its  "mdtitasking"  capability 
means  it  can  work  on  one  or  more 
jobs  while  you  work  on  yet  an- 
other. 

MORE  COMPUTER. 

Where  other  personal  computers 
have  reached  the  limit  of  what  they 
can  do,  the  Professional  computer  is 
only  beginning.  It  has  true  minicom- 
puter power,  and  thus  offers  extraordinary 
growth  potential.  It  has  many  capabilities  that  are 
only  starting  to  be  explored. 

We'd  like  you  to  meet  the  Professional  computer. 
In  person. 
To  find  out  where  you  can  see  Digital's 

Professional™  300  Series  computer, 
call  1-800-DIGITAL.  Or  write: 
Digital  Equipment  Corporation, 
129  Parker  Street,  Media  Response  Manager 
PK32/M94,  Maynard,  MA  01754. 


BDSODSD 

MORE  PERSONAL. 
MORE  COMPUTER. 


AMERICAN  TECHNOLOGY, 
EUROPEAN  SOPHISTICATION,  WORLD  CLASS. 


The  new  Pontiac  6000  is  an  American  road 
car  designed  for  the  world's  most  discrimi-* 
noting  drivers.' 

Its  advanced  suspension  system,  which  in- 
cludes front-wheel  drive,  MacPherson  front 
struts  and  power  rack  and  pinion  steering, 
provides  impressive-handling.  Its  2.5  liter 
4-cylinder  engine,  with  the  excitement  of 
Electronic  Fuel  Injection,  delivers  responsive 


performance.  And  its  sophisticated,  five- 
passenger  interior  and  stylish  wedge  shape 
have  an  appeal  that's  universal. 

Take  the  wheel  of  a  Pontiac  6000,  sedan 
or  coupe,  and  experience  this  exciting  com- 
bination of  American  technology   

and  European  sophistication.  p« 

Some  Pontiacs  are  equipped  with  engines  produced  M|y 
by  other  GM  divisions,  subsidiaries,  or  affiliated  com-  mmm 
panies  worldwide  See  your  Pontiac  dealer  for  details   


WE  BUILD  EXCITEMENT 


Forbes 


If  you  think  Social  Security  has  problems, 
take  a  look  at  the  public  pension  system. 


The  other 
$1  trillion 


By  William  Baldwin 

Norman  Cochran,  46,  a  Dela- 
ware state  police  superinten- 
dent, retired  this  month  to 
take  a  new  job  with  a  university.  His 
half-pay  pension  of  about  $24,000  a 
year  is  fully  indexed  to  the  Consumer 
Price  Index.  If  inflation  averages  6% 
over  his  life  expectancy,  he  should 
collect  a  total  of  $1.6  million. 

Good  pensions,  of  course,  help  at- 
tract good  workers.  Delaware's  prob- 
lem is  that  it  didn't  consider  the  true 
cost  of  such  benefits  until  recently. 
As  a  result,  the  state  has  run  up  an 
unfunded  pension  liability  for  the  po- 
lice and  other  workers  that  actuaries 
estimate  at  $665  million. 

Delaware  is  no  isolated  case  of  legis- 
lators handing  out  benefits  today  and 
worrying  about  costs  manana.  It  has 
become  a  national  habit.  Retirement 
plans  for  state  and  municipal  workers 
are  believed  to  be  between  $150  bil- 
lion and  $200  billion  underwater. 
Plans  for  federal  civilian  and  military 
workers  are  short  a  total  of  something 
like  $1  trillion.  By  way  of  comparison, 
i  that  sum  approaches  the  actuarial 
I  deficit  to  date  in  the  much  larger  So- 
cial Security  system.  In  short,  legisla- 
tors are  more  generous  with  govern- 
ment workers  than  they  are  with  the 
i  taxpayers  who  elect  them. 

Some  government  pension  funds 
I  are  in  fine  shape,  such  as  New  York 
City's,  with  $16  billion  in  assets.  But 


many  others  aren't.  A  pay-as-you-go 
retirement  system  for  state  and  local 
workers  in  Massachusetts  is  $9  bil- 
lion short  of  accrued  liabilities.  To 
whittle  that  away,  the  state  legisla- 
ture last  year  came  up  with  all  of  $14 
million.  Houston  has  an  unfunded  li- 
ability of  $399  million  and  began 
proper  actuarial  contributions  only 


two  weeks  ago.  State  plans  in  Califor- 
nia are  $19  billion  underfunded, 
thanks  to  such  generosity  as  65%  of 
pay  to  judges  after  ten  years'  service 
and  a  double-indexing  formula  for 
elected  officers. 

Short-funding  pensions  is,  if  you 
will,  a  version  of  that  old  game  called 
off-budget  financing.  Comments  Har- 
vard economist  Herman  Leonard: 
"The  people  are  saying,  'Lower  my 
taxes  and  raise  my  services.'  The  re- 
sponse to  that  is  borrowing."  Pension 
liabilities,  of  course,  don't  show  up  on 
the  books  as  debt. 

Oakland,  Calif,  is  $403  million  be- 
hind just  on  police  and  fire  officers 
hired  before  July  1976  (as  in  Delaware, 
recently  hired  officers  have  been 
shunted  into  a  cheaper  plan).  To  catch 
up,  Oakland  would  have  to  set  aside 
every  year  a  sum  equal  to  237%  of 
payroll  for  that  pre- 1976  group.  In- 
stead it  has  opted  to  lump  costs  in  with 
the  plan  for  newly  hired  officers,  to 
arrive  at  an  overall  taxpayer  contribu- 
tion of  79%  of  police  and  fire  payroll. 

Can't  the  city  put  the  older  officers 
in  the  new  plan,  too?  Not  easily,  says 
William  D.  Smith,  an  actuary  with 
Jvlilliman  &  Robertson,  Oakland's  ad- 


Compound  benefits 


Federal  civilian  workers  chip  in  7%  of  their  salaries  to  a  fund  that  gives 
them  early  retirement,  liberal  disability  rules  and  full  indexing  to  the 
cost  of  living.  But  costs  compound  rapidly.  In  25  years,  annual  payouts 
are  expected  to  be  $95  billion,  vs.  employee  contributions  of  $16  billion. 
And  the  official  numbers  may  be  too  optimistic.  If  payouts  climb  over  the 
next  quarter  century  as  fast  as  they  have  over  the  last  one,  they  will  be 
seven  times  as  large  in  the  year  2007,  as  shown  here. 
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The  price  of  oil  is  dropping. 
Time  to  buy  the  stuff? 

Straw  hats 
in  the  fall 


Oilman  George  Mitchell  contemplating  downtown  Houston 

With  the  exploration  bubble  burst,  an  opportunity  to  buy  oil  cheap. 


viser.  State  and  local  pensions  work 
on  a  tar  baby  principle:  Once  a  benefit 
increase  is  voted,  it  can't  be  shaken 
for  existing  employees.  Anyone 
would  agree,  of  course,  that  it's  unfair 
to  change  a  pension  formula  for  the 
cop  who  has  already  pounded  the 
pavement  for  20  years.  But  what  of 
the  officer  halfway  through  his  ca- 
reer? Can  the  city  scale  back  half  his 
prospective  pension?  Municipal 
workers  say  that's  unconstitutional, 
and  their  view  has  generally  prevailed 
in  labor  negotiations,  says  Smith. 

With  all  the  attention  on  Social  Se- 
curity these  days,  one  would  hope 
that  politicians  who  vote  in  big  pen- 
sions will  finally  have  to  face  the  mu- 
sic. But  don't  hold  your  breath.  The 
military  system,  with  its  half-pay,  ful- 
ly indexed  pensions  after  20  years' 
service,  has  liabilities  of  $477  billion 
and  remains  totally  unfunded.  Con- 
gress, meanwhile,  has  decided  to  own 
up  to  the  deficit  in  the  civil  service 
retirement  (fully  indexed,  56%  pen- 
sions at  age  55),  by  calling  for  an  an- 
nual actuarial  computation  of  the  un- 
funded liability.  The  Treasury  then 
contributes  the  hypothetical  interest 
earnings  that  are  lost.  That  is  sup- 
posed to  keep  the  liability  from  grow- 
ing. A  nice  start,  except  that  Congress 
has  ordered  the  actuaries  to  assume — 
brace  yourself — zero  inflation.  In 
their  last  report  they  came  up  with  a 
liability  of  $185  billion. 

The  true  civil  service  liability  is 
more  like  $540  billion,  says  economist 
Leonard,  and  is  growing  at  $35  billion  a 
year.  To  arrive  at  that  figure  he  assumes 
that  the  return  on  Treasury  bonds  (the 
plan's  principal  asset)  will  run  1.5% 
ahead  of  inflation.  That's  conservative 
under  current  circumstances  but 
hasn't  been  in  most  recent  years,  when 
the  inflation  rate  was  actually  above 
the  prevailing  interest  rate. 

What  would  it  mean  for  federal  em- 
ployees' plans  to  be  fully  funded?  The 
economy  can't  create  $1  trillion  of 
capital  overnight — that  is  two-thirds 
the  total  value  of  all  publicly  traded 
common  stocks.  But  Congress  could 
identify  the  problem  by  printing  up  $  1 
trillion  in  Treasury  bonds  and  depos- 
iting them  in  the  retirement  funds. 
Interest  on  those  bonds  should  be  add- 
ed to  the  reported  federal  deficit.  This 
paper  transaction  would  allow  tax- 
payers to  see  more  clearly  the  magni- 
tude of  the  national  debt,  the  federal 
deficit  and  federal  employment  costs. 
Ideally,  legislators  would  approve  not 
mere  pay  scales  but  compensation 
scales,  including  pension  costs. 

"How  can  you  expect  the  voters  to 
understand  all  this?"  wonders  actuary 
Smith.  They  had  better  start  trying.  ■ 


By  John  Merwin 

OPEC  is  wobbly,  the  price  of  crude 
oil  in  the  U.S.  has  slipped  to  $31  a 
barrel,  gasoline  is  selling  below  $1  a 
gallon  at  some  stations  and  heating 
oil  futures  are  slipping.  In  the  oil  belt, 
hundreds  of  wells  arc  shut  in.  Du  Pont 
was  slated  to  sell  off  $775  million 
worth  of  Conoco's  producing  proper- 
ties on  Jan.  6,  while  two  months  ago 
Fluor  sold  $151  million  in  production 
from  its  Coquina  Oil  subsidiary,  ac- 
quired in  1981.  More  than  $2  billion 
in  oil  and  gas  properties  went  over  the 


auction  block  in  the  last  eight 
months. 

But  for  every  seller  there  must  be  a 
buyer.  Why  are  such  shrewd  operators 
as  George  Mitchell,  founder  and 
chairman  of  Mitchell  Energy  &  De- 
velopment Corp.,  buying  oil  proper- 
ties? We  asked  him.  Seated  in  his 
Houston  office  overlooking  a  city 
where  oil  fever  has  disappeared  f?ster 
than  ostrich  boots  and  designer  jeans, 
he  told  us  why:  "Even  though  drilling 
costs  have  declined,  now  that  the  ex- 
ploration bubble  has  burst,  it  is  possi- 
ble for  us  to  buy  oil  for  less  than  it 
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costs  to  find  it."  Indeed,  Mitchell 
reckons  he  can  buy  oil  production  at 
$7  a  barrel  and  maybe  less.  He  is  not 
alone.  Mesa  Petroleum's  Chairman 
Boone  Pickens  told  a  Houston  stock- 
broker audience  recently  that,  since 
he  could  buy  oil  in  the  ground  for  $6 
to  $8  a  barrel,  he  did  not  see  why  he 
should  spend  $10to$12a  barrel  look- 
ing for  it.  A  week  later  Pickens  sprang 
a  $500  million  bid  for  half  of  reserve- 
rich  General  American  Oil  Co. 

Mitchell,  who  recently  bought  $20 
million  worth  of  producing  properties 
in  Texas  and  New  Mexico,  is  looking 
for  partners  to  buy  even  more  oil.  He 
believes  insurance  companies,  no 
longer  able  easily  to  find  handsome 
returns  in  money  markets  and  com- 
mercial real  estate,  will  join  him  in  up 
to  $200  million  of  investments  in  pro- 
ducing acreage,  pipelines  or  gas  pro- 
cessing plants.  The  investors  will  play 
limited  partner  to  Mitchell's  general 
partner,  with  his  company  engineer- 
ing and  managing  the  properties. 
"They  will  put  up  90%  of  the  money 
to  our  10%,  and  after  a  certain  return 
we'll  take  50%  of  the  income," 
Mitchell  explains. 

Those  are  pretty  steep  terms,  but 
Mitchell  thinks  that  the  insurance 
people  will  go  for  them  because  they 
will  understand  the  value  of  buying 
straw  hats  in  the  fall.  "I  think  oil  is 
going  to  stay  flat  for  two  years,"  says 
Mitchell,  "then  go  up  maybe  6%  a 
year  for  a  while.  When  the  economy 
turns  up,  we'll  be  back  to  importing  7 
million  barrels  a  day,  from  today's  5 
million."  If  that  happens,  oil  in  the 
U.S.  should  then  again  become  a  com- 
modity of  increasing  value. 

This  is  the  kind  of  proposition 
Mitchell  likes:  bucking  the  crowd. 
He's  a  patient  businessman  and  inves- 
tor who  launched  the  now-successful 
23,000-acre  Woodlands  new  town  de- 
velopment in  the  teeth  of  the  1974-75 
real  estate  bust. 

While  Mitchell  lines  up  institution- 
al partners,  Petro-Lewis  Corp.  and 
Damson  Oil  Co.  have  been  snapping 
up  oil  properties  for  resale  to  individ- 
uals who  buy  into  Petro-Lewis'  and 
Damson's  oil  income  partnerships. 
Since  last  spring,  Petro-Lewis — the 
nation's  largest  seller  of  oil  partner- 
ships— has  purchased  more  than  $1 
billion  in  producing  oil  and  gas  wells, 
including  the  $775  million  Conoco 
package.  It  also  bought  oil  from  Fluor 
and  from  West  Texas  oilman  Clayton 
Williams.  Damson,  the  second-largest 
partnership  sponsor,  bought  $327  mil- 
lion worth  over  the  last  few  months. 

Big  public  corporations  and  private 
oil  companies  are  selling  reserves  be- 
cause they  have  balance  sheet  prob- 


lems. Du  Pont  and  Fluor  took  on  bil- 
lions in  debt  when  they  purchased 
Conoco  and  St.  foe  Minerals,  while 
lots  of  little  oil  companies  overex- 
tended themselves  during  the  1978-81 
oil  euphoria. 

But  why  are  individuals  buying?  Of 
course,  they  hope  oil  will  appreciate, 
but  there  are  tax  advantages,  too.  By 
forming  partnerships,  Petro-Lewis  can 
pass  along  untaxed  oil  income  to  part- 
ners. Also,  under  IRA  provisions,  part- 
ners can  invest  $2,000  a  year  of  un- 
taxed income  in  Petro-Lewis  type  part- 


By  Richard  L.  Stern 

Bruce  Wasserstein,  35,  made  at 
least  a  million  bucks  last  year  in 
salary  and  bonus.  Ditto  for  his  part- 
ner, 40-year-old  Joe  Perella.  That's 
more  than  you  can  make  running 
most  multibillion-dollar  corpora- 
tions. The  median  salary  plus  bonus 
for  CEOs  on  the  Forbes  500  was 
$400,000  in  1981.  Only  rock  stars, 
drug  pushers  and  the  odd  sports  or 
entertainment  figure  can  top  what 
Wasserstein  and  Perella  took  home. 

How  did  Wasserstein  and  Perella 
(Forbes,  Sept.  29,  1980)  do  it?  They  are 
co-managers  of  First  Boston's  mergers- 
and-acquisitions  department,  which 
earned  huge  fees  for  midwiving,  paper- 
shuffling  and  numbers-crunching  in 
big  acquisition  deals  like  U.S.  Steel- 
Marathon,  American  General-NLT 
and  Occidental-Cities  Service. 

Wasserstein  and  Perella  are  top 
earners,  but  they  are  not  without 
plenty  of  company  this  year.  When  all 
the  numbers  are  in  for  1982,  revenues 
for  NYSE  member  firms  will  be  at  a 
record  of  more  than  $20  billion,  and 
pretax  earnings  should  approach,  or 
possibly  beat,  1980's  alltime  high, 
$2.3  billion,  according  to  Securities 


nerships,  while  accruing  returns 
tax-free  until  retirement. 

Ultimately,  though,  for  these  oil  in- 
vestments to  work,  the  price  of  the 
commodity  will  have  to  go  up.  None 
of  the  venturers — Mitchell,  Petro- 
Lewis  or  Damson — is  predicting  a  big 
runup  in  oil  prices.  But  they  all  think 
that  oil  at  current  prices  is  a  buy.  Du 
Pont  and  Fluor  may  see  the  glass  as 
half  empty;  Mitchell,  Petro-Lewis  and 
Damson  see  it  as  half  full.  And  they 
are  willing  to  risk  investors'  money 
that  they  are  right.  ■ 


Industry  Association  Director  of  Re- 
search Jeffrey  Schaefer. 

Wall  Street  is,  almost  more  than 
any  other,  a  people  business.  As  such, 
it  must  be  liberal  in  sharing  profits 
with  its  top  performers  to  keep  them 
from  jumping  ship. 

Take  the  major  privately  held  firms 
like  Morgan  Stanley;  Goldman, 
Sachs;  and  Bear,  Stearns.  In  such  out- 
fits, a  majority  of  working  partners 
probably  got  at  least  $1  million  each. 
It's  not  all  in  cash,  of  course.  A  good 
part  of  partnership  earnings  is  retained 
to  build  capital.  But  who  cares,  when 
the  retained  earnings  compound  for 
your  account?  And  more  than  a  hand- 
ful of  people  make  this  kind  of  money. 
There  are  more  than  200  general  part- 
ners at  Morgan  Stanley;  Bear,  Stearns; 
and  Goldman,  Sachs  alone. 

Don't  go  away.  Think  of  the  really 
big  partners,  such  as  Robert  Baldwin, 
president  of  Morgan  Stanley.  John 
Weinberg  and  John  Whitehead  of 
Goldman,  Sachs.  Peter  Peterson  of 
Lehman  Brothers.  Guesses  as  to  their 
payout  last  year  range  from  $2.5  mil- 
lion to  $5  million. 

Security  analysts,  in  general,  rank 
well  down  the  list  when  it  comes  to 
compensation,  but  shed  no  tears.  The 


Which  industry  pays  hundreds  of  people 
upwards  of  a  million  a  year  and  pays 
thousands  of  people  $100,000  or  more? 
Were  not  talking  about  illegal  drugs. 

Look  at  the 
brokers'  yachts 
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so-called  stars  among  institutional  re- 
search analysts,  covering  such  glam- 
orous industries  as  computers,  oils 
and  banks,  routinely  earn  $250,000  to 
$280,000.  A  really  top  bank  analyst, 
who  brings  investment-banking  busi- 
ness to  his  firm,  reportedly  made 
$370,000  last  year. 

Specialists  on  the  floor  of  the  NYSE 
didn't  do  badly  either.  A  fair  average 
for  a  partner  in  an  NYSE  specialist 
firm  was  $300,000  to  $400,000  last 


year.  Senior  institutional  traders  in 
government  bonds,  corporate  bonds 
and  equities  at  the  big  trading  houses 
commonly  earned  $250,000.  Some 
head  traders  are  in  the  $800,000  to  $1 
million  class. 

What  about  the  retail  registered 
reps?  A  few,  those  who  bring  in  $2 
million  to  $3  million  in  commissions, 
are  $1  million-plus  earners.  In  most 
firms,  the  rep  gets  to  keep  40%.  In  a 
year  like  the  last  there  must  have  been 


thousands  among  the  more  than 
50,000  reps  who  did  well  over 
$100,000.  Indeed,  their  average  payout 
was  considerably  higher  in  1982  than 
the  $56,000  they  earned  in  1981's  un- 
derachiever  markets.  In  a  good  year, 
the  investment  business  is  about  as 
lucrative  as  a  business  can  get.  There's 
only  one  catch.  The  investment  busi- 
ness remains  the  most  cyclical  of  busi- 
nesses. You  can  be  driving  a  Rolls  one 
year  and  a  taxi  the  next.  ■ 


The  sport  of  kings  is  lurching  into  a  zero- 
growth  pattern  that  has  unhappy  implica- 
tions for  government  and  taxpayers. 

Off-track 
fretting 


By  Richard  Phalon 

Though  such  tradition-steeped 
events  as  the  Triple  Crown  meet- 
ings still  generate  plenty  of  excite- 
ment, horse  racing  is  beginning  to 
show  all  the  signs  of  a  maturing  in- 
dustry. And  what's  bad  for  horse  rac- 
ing is  bad  for  taxpayers.  The  sport's 
decline  has  already  thrown  a  shadow 
over  state  and  local  government  bud- 
gets that  benefit  from  franchise  taxes 
and  legalized  gambling  at  the  tracks. 

Thereby  hangs  a  cautionary  tale. 
The  growing  squeeze  on  the  tracks 
suggests  there  are  limits  to  how  far 
the  gambling  dollar  can  be  stretched. 
What  happens  to  the  cost  of  govern- 
ment when  those  latest  darlings  of 
public  finance — lotteries  and  casi- 
nos— also  slip  into  the  zero-growth 
pattern  of  old  age? 

There  is  no  mistaking  the  pattern  at 
the  tracks.  "The  racing  industry  is  in 
trouble.  That  has  to  be  accepted," 
says  Henry  McCabe,  chairman  of  the 
New  York  City  Off-Track  Betting 
Corp.  Nationwide  attendance  at  the 
flat  tracks  has  been  stuck  on  a  plateau 
of  about  56  million  for  the  last  seven 
years.  The  pan-mutuel  betting  handle 
has  risen  somewhat,  but  experts  like 
Fred  Grossman,  editor  of  the  Daily 
Racing  Form,  dismiss  the  gain  as  an 
inflationary  tick.  "A  guy  will  bet  $5 


OTB  parlor  in  New  York 

A  deficit  in  demographics. 


dollars  today  when  he  would  have  bet 
$4  a  year  ago,"  says  Grossman,  who 
adds  that  inflation  masks  the  fact  that 
the  drop  in  attendance  hurts  such 
high-profit  ancillaries  as  parking  fees, 
programs,  beer  and  hot  dogs. 

How  badly  are  they  hurting?  Plen- 
ty. Delaware  Park,  for  example, 
closed  down  last  year  after  another 
disastrous  season.  "No  one  ever 
thought  that  a  track  with  its  tradi- 
tions would  throw  it  in,"  says  Gross- 
man, "but  economics  forced  it  to." 

The  equally  hallowed  tracks  of  the 
New  York  Racing  Association  (Aque- 
duct, Belmont  and  Saratoga)  are  bare- 
ly breaking  even,  despite  the  help  of  a 
reduction  in  the  state  franchise  fee 
and  a  bigger  share  of  the  cash  wagered 


through  the  windows  of  OTB. 

The  problem  seems  to  be  an  aging 
audience.  The  punters  at  places  like 
Aqueduct  and  Belmont  tend  to  be  in 
their  middle  years — the  average  is 
around  50.  They  are  captives  of  an 
enthusiasm  that  doesn't  seem  to  have 
rubbed  off  on  younger  generations. 
Like  the  dry  martini,  horse  racing  has 
gotten  a  middle-aged  image. 

The  New  York  Racing  Association 
put  on  a  series  of  superstar  rock  con- 
certs in  the  hope  of  cultivating  the 
young.  "A  big  flop,"  mourns  Jon  Mc- 
Closkey,  director  of  a  New  York  legis- 
lative task  force  studying  racing. 
"The  kids  came  in  for  free,  listened  to 
the  music  and  didn't  bet  a  nickel." 

In  an  effort  to  squeeze  more  money 
out  of  their  dwindling  audience,  many 
of  the  tracks  have  extended  racing 
seasons.  The  effect  has  been  an  in- 
crease in  cost  with  only  a  modest  in- 
crease in  incremental  revenues.  At  the 
same  time,  the  New  York  tracks  in 
particular  have  had  to  grapple  with  the 
demon  of  new  competition  in  New 
Jersey — a  spanking  new  state-backed 
racing  complex  in  the  Meadowlands 
that  is  just  a  hop,  skip  and  jump  from 
Manhattan — and  the  advent  of  casino 
gambling  in  Atlantic  City. 

The  effect  of  Atlantic  City's  slots 
and  blackjack  tables  is  hard  to  mea- 
sure, but  McCloskey  concedes:  "There 
is  only  so  much  money  to  go  around." 

The  concept  of  a  finite  gambling 
dollar  is  the  new  reality  at  Off-Track 
Betting  headquarters  in  Times 
Square,  an  area  thickly  populated 
with  the  ghosts  of  such  Runyonesque 
high  rollers  as  Bookie  Bob  and  Hot 
Horse  Herbie.  The  New  York  City 
OTB  is  by  far  the  largest  of  six  region- 
al public  benefit  corporations  the 
state  began  to  establish  in  1970.  The 
hope  was  to  divert  into  legitimate 
channels  at  least  some  of  the  cash 
disappearing  into  bookmakers'  pock- 
ets by  giving  players  a  chance  to  bet 
the  horses  legally  through  OTB  par- 
lors linked  by  computer  to  the  tracks. 

Most  of  the  handle  (about  77%  | 
would  be  returned  to  the  bettors  as 
payoff,  the  balance  to  be  parceled  out 
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Not  everyone  wins 


The  easy  money  is  rapidly  disap- 
pearing from  OTB's  operation.  To- 
tal bets,  no  longer  spurred  by  new 
parlors  and  more  racing  days,  have 
reached  a  plateau.  Labor-heavy 
costs,  meanwhile,  keep  climbing — 
up  42%  over  the  last  seven  years. 
Payments  to  the  tracks  and  breed- 
ers, another  cost  of  doing  business, 
have  escalated  sharply  as  well.  As  a 
result,  OTB's  planned  beneficiaries 
are  beginning  to  feel  some  pain. 
State  and  local  governments'  take- 
out has  gotten  nowhere  in  recent 
years.  New  York  City,  the  first 
cause  in  OTB's  creation  but  last  in 
the  payout  line,  has  done  the 
worst.  Its  share  of  OTB  bounty  fell 
by  almost  half. 


Operating  expenses 


SMillions 


90 


55 
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To  other  local  governments 


SMillions 


35 


30 


25 
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Including  New  Yurk  State 


Net  revenues 


SMillions 


250 


225 


175 


150 
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To  New  York  City 


SMillions 


75 


70 
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to  local  and  state  government  and  the 
racing  industry.  For  hard-pressed  bud- 
get directors  trying  to  keep  a  step 
ahead  of  a  steep  climb  in  social  wel- 
fare costs,  OTB  was  found  money. 
Between  1972  and  1975,  for  example, 
the  handle  in  New  York  City  alone 
jumped  from  $301  million  to  $759 
million.  During  that  period,  the  city 
and  state  treasuries  raked  in  $147  mil- 
lion and  $54  million,  respectively,  as 
their  share.  But  between  1975  and  fis- 
cal 1982,  the  handle  expanded  only 
16%,  and  between  1980  and  1982  it 
fell  from  a  peak  of  $894  million  to 
$882.5  million.  With  the  tracks  suf- 
fering, the  state  legislature  com- 
pounded OTB's  woes  by  increasing 
the  tracks'  statutory  share  of  the  OTB 
handle  from  4%  to  5.7%.  The  law- 
makers also  chipped  away  at  OTB's 
competitive  advantage  by  increasing 
the  track  payoff  to  bettors  and  slap- 
ping a  5%  surcharge  on  winning  bets. 
With  its  customary  gift  for  paradox, 
the  legislature  succeeded  in  making  a 
vehicle  that  had  been  created  to  beat 
the  bookmakers  at  their  own  game  a 
singularly  less  attractive  product. 

The  first  casualties  of  the  decline 
have  been  the  very  entities  OTB  was 
created  to  serve:  state  and  local  gov- 
ernments. Since  1975,  residual  pay- 
ments to  New  York  City — what's  left 
after  expenses — have  dropped  signif- 
icantly. In  the  same  period,  payments 
off  the  top  of  the  handle  to  the  racing 
industry  have  risen  almost  70%.  A 
portion  has  gone  as  a  subsidy  to  breed- 
ers on  the  theory  that  a  continuing 
flow  of  quality  horseflesh  is  needed  to 
stimulate  attendance.  Do  better-bred 
horses  and  better-rewarded  horsemen 
really  translate  into  bigger  gates  and 
handles?  Not  so  far. 

Without  a  marked  change  in  the 
seemingly  unyielding  calculus  of  in- 
come and  outgo,  OTB  will  be  so  deep- 
ly in  the  red  by  fiscal  1986  that  there 
won't  be  enough  money  left  to  make 
residual  payments  to  the  city  at  all. 
There  are  some  alternatives.  A  tough- 
er-minded management  would  find 
something  more  positive  than  attri- 
tion to  shrink  OTB's  loaded  payroll. 
The  big  problem,  though,  is  to  gener- 
ate more  revenue. 

One  solution  might  be  live  closed- 
circuit  TV  transmission  of  racing  into 
OTB  parlors  or  off-track  theaters. 
That  would  increase  the  excitement 
and  attract  more  bettors,  but  perhaps 
at  the  cost  of  track  attendance. 

The  bottom  line  seems  to  be  this: 
Legalized  gambling  has  its  limits  as  a 
public  financing  tool — a  message  to 
be  pondered  by  politicians  who  think 
the  casinos  and  lotteries  are  the  all- 
time  panacea  for  big  spending.  ■ 
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9  thorny  questioi 
Morgan  about  long-ten 


1.  With  the  U.S.  corporate  bond 
market  so  volatile,  should  we  also 
raise  funds  through  issues  in  the 
international  markets? 

2.  Can  such  issues  reduce  the 
effective  cost  of  debt? 

3.  Does  it  make  sense  to  be  a 
lessee  if  we  pay  taxes? 

4.  At  what  point  does  project 
financing  favorably  affect  the 


risk/reward  ratio  of  an  invest- 
ment opportunity? 

5.  Are  we  taking  full  advantage 
of  the  opportunities  created  by 

FAS  52? 

6.  Is  there  a  cost-effective  way  to 
use  off-balance-sheet  financing 
to  strengthen  financial  ratios? 

7.  Can  we  arrange  long-term 
fixed-rate  financing  in  a  foreign 


currency  if  the  capital  market  f 
the  currency  isn't  accessible  or 
reasonable  terms? 

8.  How  can  we  most  efficiendy 
use  interest  rate  swaps  to  chan 
floating-rate  debt  to  a  fixed-rate 
obligation?  Or  fixed  to  floating? 

9.  When  does  a  private  placeme 
provide  terms  which  are  compc 
itive  with  the  public  market? 


Discussing  international  capital  markets  are  New  York-based  Morgan  bankers  Ferrell  McClean,  Stephen  Kirmse,  Frank  Tellier,  Jackson  Tai,  Walter  Gub( 


*easurers  are  asking 
nancing  alternatives 


[ore  and  more  corporate  treas- 
rers  are  finding  that  Morgan 
as  the  answers  to  long-term 
nancing  questions  like  these, 
hey  know  Morgan  bankers  add 
due  to  a  relationship  by  explor- 
ig  all  the  alternative  solutions 
i  complex  financing  problems— 
Dth  traditional  structures  and 
3w  ones  responsive  to  today's 
)latile  markets. 

How  Morgan  responds 
ur  answer  to  Question  3,  for 
cample,  may  be  a  cross-border 
ase  which  dramatically  reduces 
le  effective  cost  of  financing 
le  asset  while  permitting  you 
i  retain  the  economic  risks  and 
:wards  of  ownership.  Morgan 
in  act  as  both  agent  and  advisor. 
1  the  last  year  alone  we  arrang- 
1  a  billion  dollars  of  such  leases. 
Or  take  Question  5.  For  many 
)mpanies  foreign  currency 
nancing  at  the  parent  level  can 
nprove  reported  income,  re- 
ice  economic  risk,  and  repre- 
:nt  an  incremental  source  of 
ipital  funds. 

The  answer  to  Question  7,  for 
iveral  clients,  was  a  bond  issue 
us  a  currency  swap.  The  issuer 
ised  funds  in  one  currency  and 
fectively  repaid  them  in  another 
irough  a  long-dated  forward 


Tony  Mayer,  left,  is  managing  director  of  Morgan 
Guaranty  Ltd,  Morgan's  Eurobond  underwriting 
subsidiary  in  London.  Tom  Fleming  is  a  manager 
in  the  firm's  corporate  finance  department. 


exchange  contract.  We  thus  gen- 
erated financing  in  the  client's 
desired  currency  on  more  advan- 
tageous terms  than  would  other- 
wise be  possible. 

As  to  Question  8,  you'll  find 
we  provide  a  fully  integrated 
proposal— arranging  the  floating- 
rate  financing  or  backstop  facility 
if  necessary,  acting  as  principal 
in  the  swap,  and  managing  the 
related  bond  issue  in  the  inter- 
national market.  And  you'll  find 


that  our  approach  can  not  only 
reduce  the  costs  and  risks  of 
such  transactions  but  also  sim- 
plify their  implementation. 

Can  Morgan  help  you? 
Morgan  has  the  resources  to 
solve  any  type  of  financing  prob- 
lem for  a  client,  as  principal  or 
agent.  The  right  solution  for  you 
can  involve  our  role  as  lender, 
market-maker,  or  underwriter, 
or  as  agent  or  advisor  on  private 
placements,  leasing,  exchange 
and  interest  rate  exposure  man- 
agement, loan  syndications.  And 
our  underwriting  subsidiary  in 
London,  Morgan  Guaranty  Ltd, 
is  one  of  the  fastest  growing 
lead  managers  in  the  Eurobond 
market. 

By  calling  on  Morgan's  exten- 
sive knowledge  of  the  capital 
markets  you  may  be  able  to 
lower  your  long-term  financing 
costs  significantly. 
Ask  us  your  tough  questions 
What  financing  questions  are 
most  challenging  to  your  com- 
pany? Ask  them  of  your  Morgan 
banker.  Or  write  or  call  John  W 
Spurdle  Jr.,  Senior  Vice  Presi- 
dent, Banking  Division,  Morgan 
Guaranty  Trust  Company, 
23  Wall  Street,  New  York,  NY 
10015.  Telephone  (212)  483-7249. 


The  Morgan  Bank 


Why  would  a  $4.8  billion  U.S.  oil  service 
company  move  to  Panama?  Why  not? 


Pack  up  all 
your  care  and  woe 


By  Richard  Greene 


Two  weeks  ago,  like  a  U.S. 
oil  tanker  adopting  Liberian 
domicile,  $4.8  billion  (sales) 
McDermott  Inc.  moved  to  Pana- 
ma. Corporate  headquarters  will 
remain  where  it  has  always 
been,  in  New  Orleans.  And  CEO 
J.E.  Cunningham  and  his  top  ex- 
ecutives aren't  planning  to  sell 
their  homes.  Only  the  com- 
pany's legal  domicile  moved. 

What  was  it  all  about?  In  a 
word,  taxes.  Through  the 
change,  both  company  and 
shareholders  get  a  tax  break. 

It  worked  like  this:  McDer- 
mott, incorporated  in  Delaware, 
had  a  wholly  owned  subsidiary, 
McDermott  International, 
which  was  based  in  Panama.  The  sub- 
sidiary offered  to  trade  one  share  of  its 
stock  plus  35  cents  for  each  share  of 
the  parent's  stock  up  to  80%.  The 
Delaware  company  stopped  issuing 
dividends,  even  as  the  Panamanian 
company  started.  What  with  the  divi- 
dend and  the  35-cent  sweetener,  in- 
vestors were  inclined  to  take  the  offer. 

There  was  another  break  in  the  deal 
for  McDermott  shareholders.  Since 
shareholders  were  exchanging  their 
holdings  for  shares  in  a  foreign  com- 
pany— a  different  stock,  in  effect — it 
was  not  a  tax-free  stock  swap  in  the 
eyes  of  the  IRS.  The  stock  was  then 
selling  around  18,  but  most  investors 
had  paid  far  more,  the  whole  oil  ser- 
vice group  being  badly  depressed.  The 
bottom  line  was  that  those  who  took 
the  swap  could  report  a  capital  loss 
because  the  going  price  of  the  new 
shares  was  well  below  their  original 
cost.  Yet  they  did  not  have  to  sacrifice 
their  position  at  a  depressed  level. 

"Everywhere  I've  been,  it's  the  big- 
gest deal  being  talked  about,"  says 


Michael  Henning,  who  heads  Ernst  & 
Whinney's  international  tax  division. 
"I'll  bet  it's  going  to  become  a  trend 
among  companies.  Of  course,  a  lot  of 
companies  couldn't  do  it  right  now 
because  their  shares  aren't  sufficient- 
ly depressed  and  shareholders  would 
be  hit  with  a  big  capital  gains  tax." 

But  even  as  other  companies  were 
calling  McDermott's  lawyers  at  the 
big  Wall  Street  firm  Davis  Polk  & 
Wardwell  to  inquire  about  details  of 
the  move,  many  were  speculating  on 
why  McDermott  had  really  chosen  to 
move  out  of  the  country  at  all. 

The  more  Machiavellian  thought 
they  had  the  answer  right  away: 
McDermott  is  the  parent  of  Babcock 
&  Wilcox,  which  built  the  steam  sys- 
tem for  the  Three  Mile  Island  reactor. 
It  could  be  liable  for  millions  of  dol- 
lars in  settlements  if  cases  related  to 
problems  there  go  against  it.  More- 
over, the  company  is  involved  in  a 
huge  antitrust  suit  that  could  wind  up 
costing  significantly  more  money. 


Was  McDermott  just  getting  its  assets 
out  of  the  country? 

A  look  at  the  prospectus  disproves 
that.  Davis  Polk  attorney  John  Mc- 
Atee  Jr.  notes  an  obscure  item,  the 
Intercompany  Agreement,  which 
gives  the  U.S.  subsidiary  a  claim  on  the 
overseas  assets  of  the  Panamanian  par- 
ent. If  the  firm's  U.S.  subsidiary  were 
ever  bankrupted  by  lawsuits,  trustees 
would  be  able  to  grab  the  international 
assets  to  pay  off  the  suits. 

Okay,  so  why  the  move?  The  stated 
reason  is  to  avoid  Subpart  F,  a  section 
of  the  tax  code  that  forces  repatriation 
of  foreign  profits  in  some  cases.  That 
forced  repatriation  can  be  triggered  by 
moving  capital  or  assets  around  from 
subsidiary  to  subsidiary  or  even 
by  making  too  much  in  invest- 
ment income  from  a  particular 
foreign  holding.  McDermott 
claims  such  tax  laws  prevent  it 
from  competing  with  foreign 
firms  who  have  more  freedom  in 
moving  assets  and  in  repatri- 
ation of  profits. 

McDermott's  prospectus  says 
that  if  it  were  to  run  its  business 
the  way  it  would  like  to  over  the 
next  five  years,  it  would  have  to 
pay  some  $220  million  in  taxes 
on  Subpart  F  income.  Now  that  it 
has  moved  to  Panama,  that  in- 
come remains  untaxed. 

What  does  McDermott  sacri- 
fice for  the  move?  Not  much. 
There  is  some  risk  that  the  com- 
pany will  lose  some  U.S.  gov- 
X  ernment  security  clearances 
thus  some  U.S.  contracts.  But, 
says  McAtee:  "If  things  go  the  way 
they  are  going  now,  I  don't  see  any 
problem  for  us  getting  clearances." 

Then  there's  the  problem  of  leaving 
the  protective  arms  of  Uncle  Sam. 
Panama  is  safe  today,  but  that's  no 
guarantee.  After  all,  Iran  was  once  the 
most  secure  nation  in  the  Middle  East. 
Says  McAtee:  "The  tax  savings 
outweigh  the  political  risk.  And  what 
are  they  going  to  do  to  us  if  they 
nationalize?  The  company  has  no  as- 
sets to  speak  of  in  Panama.  No  ships, 
no  plants,  no  nothing." 

In  any  case,  McDermott  could 
move  from  Panama  to  another  tax 
haven  in  a  few  years.  Says  Henning, 
"They  might  do  a  quick  merger  and 
move  to  the  Grand  Caymans.  Panama 
is  not  the  best  place  to  use  as  a  tax 
haven.  McDermott  went  there  initial- 
ly because  that's  where  it  had  the 
subsidiary.  There  are  lots  of  things  we 
could  do  in  the  event  there  was  some 
risk  there.  Like  moving  out  of  Panama 
at  a  moment's  notice."  ■ 
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Jack  TramieVs  cloudy  past  and  autocratic 
personality  mar  the  otherwise  bright  future 
of  Commodore  International 


Albatross 


By  Subrata  N.  Chakravarty 

Jack  Tramiel  has  transformed  a 
onetime  typewriter  repair  shop  in 
the  Bronx  into  Commodore  Interna- 
tional, one  of  the  hottest  computer 
companies  in  the  world.  The  Polish- 
born  Tramiel  has  pulled  himself  up 
from  the  horrors  of  Nazi  con- 
centration camps  to  become 
a  multimillionaire.  But  he 
has  done  a  few  things  along 
the  way  that  may  yet  throw  a 
shadow  over  the  company's 
future. 

Since  it  introduced  the 
first  computer  priced  under 
$1,000,  in  1977,  Commo- 
dore's sales  have  grown  al- 
most sevenfold,  to  $305  mil- 
lion. Earnings  have  multi- 
plied 27  times,  to  $40.6 
million.  Commodore  is  on  a 
June  30  fiscal  year,  and  in  the 
first  quarter  of  fiscal  1983 
sales  and  earnings  were  up  by 
91%  and  85%,  respectively. 
Most  impressive  of  all,  Com- 
modore has  averaged  a  return 
on  equity  of  almost  70%  over 
the  past  three  years. 

Commodore  has  one  of  the  hottest 
home  computers  on  the  market,  the 
VIC  20.  It  also  has  a  personal  comput- 
er— the  Commodore  64 — taking  off, 
and  more  machines  on  the  way. 

People  lucky  enough  to  have  pur- 
chased 100  shares  of  the  stock  in  1977 
for  under  $2  a  share  would  now  hold 
over  $70,000  worth  of  stock. 

But  Commodore  International  is 
also  a  company  with  a  spotty  past. 
Even  in  1965  Commodore  was  a  feisty 
little  company,  a  Canada-based  mak- 
er of  typewriters  and  electromechani- 
cal adding  machines.  But  it  became 
involved  in  the  spectacular  bankrupt- 
cy of  the  Atlantic  Acceptance  Corp., 


which  led  to  some  revelations  that 
throw  no  credit  on  Jack  Tramiel.  The 
Atlantic  collapse  proved  to  be  one  of 
Canada's  biggest  financial  scandals 
and  left  a  great  many  lenders  and  in- 
vestors holding  the  bag  for  millions  in 
loans,  ruining  several  other  compa- 
nies in  the  process.  Among  the  big 


Commodore's  Jack  Tramiel 
Has  he  really  changed? 

losers  were  the  Ford  Foundation,  First 
National  City  Bank,  the  U.S.  Steel 
pension  fund  and  Aetna. 

A  subsequent  Royal  Commission 
investigation  concluded,  after  four 
years  and  some  130  volumes  of  evi- 
dence, that  there  had  been  a  pattern  of 
fraud  in  the  Atlantic  Acceptance 
bankruptcy  that  would  have  sent  C. 
Powell  Morgan,  Atlantic  Accep- 
tance's president  and  controlling 
stockholder,  to  jail,  had  he  not  died 
early  in  the  investigation. 

What's  all  this  got  to  do  with  Com- 


modore? Simply  this:  Jack  Tramiel 
was  chief  executive  at  Commodore 
while  Atlantic's  Powell  Morgan  was 
Commodore's  chairman;  they  shared 
the  top  spots.  Both  men  were  big 
stockholders  in  Commodore,  directly 
or  indirectly.  And  Atlantic  was  one  of 
Commodore's  biggest  lenders.  Today 
Jack  Tramiel  refuses  to  discuss  Atlan- 
tic Acceptance  or  Commodore's  in- 
volvement with  it.  But  Ontario  Su- 
preme Court  Justice  Samuel  H.S. 
Hughes  devoted  over  200  pages  of  his 
1,700-page  final  report  to  the  activi- 
ties of  Tramiel  and  Commodore.  His 
conclusion:  Their  affairs  were  inextri- 
cably interwined  with  those  of  Atlan- 
tic Acceptance  and  Powell  Morgan. 

What  was  wrong  with  that?  The 
Canadian  report  said  there  had  been 
heavy  insider  trading  of  Commodore 
stock  for  the  apparent  purpose  of  bol- 
stering share  prices.  It  also  stated 
Commodore  issued  misleading  finan- 
cial statements  and  letters  to  share- 
holders. The  report  said  Tramiel  and 
his  partner  had  created  two  compa- 
nies "with  nominal  capital 
and  no  assets,"  borrowed 
from  Atlantic  and  re-lent  to 
Commodore  at  a  higher  in- 
terest rate,  pocketing  the  dif- 
ference. The  report  went  on 
to  say  that  Powell  Morgan 
had  paid  a  "notoriously 
fraudulent  stock  promoter 
with  established  links  in  the 
world  of  organized  crime"  to 
tout  Commodore  stock  in 
Europe  through  a  financial 
newsletter,  with  Tramiel's 
knowledge  and  consent. 

In  the  end,  Commodore  es- 
caped bankruptcy,  and  Jack 
Tramiel  was  never  indicted. 
Tramiel  argued  throughout 
that  he  had  merely  acted  on 
Morgan's  orders.  Justice 
Hughes  didn't  accept  Tra- 
miel's argument  and  wrote  of 
him:  "This  was  not  and  probably  nev- 
er had  been  the  man  who  appeared,  on 
his  own  showing,  to  be  the  dutiful  and 
helpless  instrument  of  Morgan's 
schemes."  The  judge  went  on  to  say: 
"Morgan  himself  was  neither  as 
shrewd  nor  as  fortunate  as  the  men 
[Tramiel  and  his  partner]  he  had 
raised  to  riches." 

Here's  the  way  the  Royal  Commis- 
sion report  explained  how  Commo- 
dore escaped  being  pulled  under  by 
the  Atlantic  debacle:  "In  December 
1963,  there  was  a  wholesale  transfer 
of  indebtedness  to  Commodore  Sales 
Acceptance  [an  Atlantic  subsidiary] 
from  Commodore  Business  Machines 
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and  its  subsidiaries  to  the  company 
called  Trans  Commerical  Acceptance 
[one  of  the  companies  formed  by  Tra- 
miel  and  his  partner].  .  .  .  The  effect  of 
this  was  to  substitute,  as  a  debtor  to 
Commodore  Sales  Acceptance,  a 
company  with  no  invested  capital  and 
no  assets,  other  than  its  own  loans 
receivable,  for  a  manufacturing  com- 
pany with  public  status  and  responsi- 
bilities and  with  substantial  assets  at 
the  time  of  transfer." 

As  a  consequence,  Hughes  wrote, 
Commodore  was  able  to  settle  $4.6 
million  in  debts  to  Atlantic  Accep- 
tance's receivers  for  only  $600,000, 
and  debts  of  $3.9  million  to  a  Baha- 
mas bank  for  just  $1.6  million. 
".  .  .  Commodore  Business  Machines 
survived  the  collapse  of  Atlan- 
tic..  .  through  means  which  should 
ensure  for  it  in  the  future  a  public 
scrutiny  of  the  most  searching  kind." 

Is  Wall  Street  ignorant  of  Commo- 
dore's past?  Not  entirely.  But  the  pre- 
vailing attitude  there  is:  A  buck  is  a 
buck  and  look  at  the  big  bucks  Com- 
modore's making  now.  Its  price/earn- 
ings  ratio  is  24  times  earnings,  about 
par  for  the  fast-growing  industry. 

Back  to  our  story.  After  avoiding 
bankruptcy  in  the  wake  of  the  At- 
lantic collapse,  Tramiel  turned  to  Ir- 
ving Gould,  a  Canadian  investor  who 
felt  Commodore  had  promise  and 
bought  control  of  the  company.  A  nice 
deal  that.  Gould's  present  holdings  of 
17.9%,  purchased  for  under  $500,000, 
have  a  current  market  value  of  almost 
$200  million.  Although  Tramiel  lost 
all  his  stock  after  Atlantic,  Gould  sold 
Tramiel  back  about  8%  of  the  com- 
pany at  his  cost;  Tramiel's  stock  today 
is  worth  $90  million. 

Once  Gould  put  his  money  in,  how- 
ever, he  took  firm  control  of  the  fi- 
nances, selling  off  assets  and  reducing 
debt.  Having  sold  Commodore's  add- 
ing machine  manufacturing  plant, 
Tramiel  and  Gould  took  their  adding 
machine  design  to  Japan  and  got  Ri- 
coh to  manufacture  it  for  them. 
That's  when  Tramiel  showed  his  met- 
tle. He  got  his  first  look  at  an  elec- 
tronic calculator.  Sensing  that  it 
would  soon  spell  the  doom  of  electro- 
mechanical adding  machines,  he 
quickly  signed  up  Casio  and  others  to 
manufacture  electronic  calculators  to 
be  sold  in  the  U.S.  under  the  Commo- 
dore name,  thus  getting  into  the  mar- 
ket as  it  began  to  take  off.  In  1969 
Commodore  began  manufacturing 
calculators  itself,  using  semiconduc- 
tor chips  made  by  Texas  Instruments, 
among  others.  Sales  grew  rapidly,  and 
Commodore  was  on  its  way  again. 

Then,  in  1974,  when  things  were 
going  well,  Commodore  got  caught 


with  a  large  inventory  of  chips,  the 
prices  of  which  were  dropping  rapidly. 
The  disaster  turned  into  a  triumph. 
Tramiel  decided  to  integrate  back- 
ward to  survive.  In  1976  he  purchased 
MOS  Technology,  a  failing  manufac- 
turer of  calculator  chips,  for  $800,000. 
That  proved  to  be  a  fantastic  piece  of 
luck,  because  MOS  had  a  hidden  as- 
set: the  6502  microprocessor,  which 
was  to  become  the  heart  of  many 
small  computers,  including  all  those 
made  by  Apple  and  Atari.  To  assess 
whether  anyone  wanted  small  com- 
puters, Tramiel  whipped  together  a 
prototype  in  two  months.  It  was  soon 
clear  that  there  was  enormous  de- 
mand, and  the  Commodore  Pet  was 
born,  priced  at  just  $795. 

Commodore  was  unable  to  borrow 
money  on  its  own  after  the  Atlantic 


"How  Commodore  survived 
the  collapse  of  Atlantic 
should  ensure  for  it  in  the 
future  public  scrutiny  of  the 
most  searching  hind." 


Acceptance  episode,  and  Gould  per- 
sonally had  to  guarantee  every  loan. 
He  kept  Tramiel  on  a  very  tight  finan- 
cial leash.  "I  wouldn't  give  them 
enough  money  to  take  any  real  risks," 
Gould  says.  In  the  end,  Gould  signed 
for  a  $3  million  loan  to  enable  Com- 
modore to  launch  the  Pet  in  1977. 

Although  the  Pet  was  well  received, 
Tramiel  made  some  marketing  mis- 
takes, including  pricing  the  machine 
too  low.  In  the  early  days  of  small 
computers,  he  lost  control  of  the  U.S. 
market  to  Apple  and  Radio  Shack, 
both  of  which  used  MOS-designed 
chips.  But  Commodore  did  better  in 
Europe,  where  it  had  a  ready-made 
distribution  system  from  its  adding 
machine  days.  Priced  at  $1,295  in  Eu- 
rope— vs.  the  $795  price  in  the  U.S. — 
the  Pet  had  sufficient  margins  to  be 
supported  aggressively.  Commodore 
dominates  the  European  small  com- 
puter market  today  with  more  than 
50%  of  the  market  in  many  countries. 
In  fiscal  1982  it  derived  70%  of  sales 
and  earnings  from  the  international 
market. 

Strong  offshore,  Commodore  then 
tried  to  reenter  the  U.S.  by  leap- 
frogging the  competition.  In  late  1980 
it  introduced  the  VIC  20,  tne  first 
home  computer  priced  under  $300.  It 
now  sells  for  as  little  as  $160. 

Sold  through  10,000  mass  merchan- 
dise retail  outlets  rather  than  by  com- 
puter specialists,  the  VIC  20  has  been 
a  great  success  in  the  low  end  of  the 
market.  In  1982  Commodore  sold 


800,000  VIC  20s  worldwide,  accord- 
ing to  Tramiel.  They  are  now  being 
shipped  at  the  rate  of  100,000  ma- 
chines a  month.  Then  came  an  en- 
core. In  August,  Commodore  began 
shipping  the  Commodore  64,  a  per- 
sonal computer  comparable  to  the 
Apple  II  but  priced  at  $600,  vs.  $1,000 
for  the  Apple.  This  machine  is  already 
being  shipped  at  the  rate  of  25,000  per 
month.  By  the  end  of  March,  Tramiel 
expects  to  have  introduced  five  more 
machines,  ranging  in  price  from  $150i 
to  $3,000. 

W'hat  makes  this  aggressive  pric- 
ing possible  is  Commodore's  ver- 
tical integration,  which  permits  the 
company  to  react  quickly  to  changing 
market  needs  by  having  chip  and 
equipment  designers  working  hand  in 
hand  from  the  start.  In  a  fast-moving 
industry,  that  is  no  small  advantage, 
and  one  that  will  be  increasingly  hard 
to  match.  MOS'  facilities  might  cost 
$300  million  today. 

With  production  expected  to  in- 
crease fivefold  in  fiscal  1983,  accord- 
ing to  Tramiel,  the  strain  on  Commo- 
dore's organization  will  be  consider- 
able. Once  again,  the  problem  may  be 
Jack  Tramiel,  whose  management 
style  is  abrasive  and  autocratic  in  ail 
business  where  informality  is  thetj 
more  common  rule. 

"He  is  a  boss,  not  a  manager,"  says 
Jim  Finke,  Commodore's  president 
until  he  "left  with  Jack's  blessing" 
last  June.  "Remember  Machiavelli? 
The  strongest  kingdom  had  the  stron- 
gest barons  and  a  strong  king.  There 
are  no  strong  barons  in  Jack's  king- 
dom. There  is  only  a  strong  king." 
Supporting  Finke's  view  is  the  fact 
that  Commodore  has  one  of  the  high- 
est rates  of  executive  turnover  in  the 
industry;  according  to  Finke,  five  key 
executives  have  departed  in  the  past 
few  months. 

There  are  also  questions  about 
some  of  Commodore's  tax  tactics.  Ai 
convoluted  process  of  intracompany 
transfers  culminates  in  the  paper  sale 
of  assembled  machines  from  the  Ger- 
man subsidiary  to  a  Bahamas  trading 
subsidiary  and  then  to  other  subsid- 
iaries and  independent  distributors 
worldwide.  No  machines  actually 
move,  but  a  profit  is  booked  in  the 
tax-free  Bahamas  and  German  taxes 
are  "reduced.  Does  Commodore,  now 
highly  successful,  have  to  push  its 
luck  so  hard? 

Has  Jack  Tramiel  really  changed? 
And  although  it  is  in  part  Tramiel's 
drive  that  has  rebuilt  Commodore  in 
the  past  five  years,  is  he  the  right  man 
to  lead  it  as  the  transition  is  made 
from  a  one-man  entrepreneurial  com- 
pany to  a  major  corporation?  ■ 


48 


Dur  2-Pound  Pak  makes  you 
look  good  for  less. 


"They  say  the  price  Jonesy  pays 
for  success  is  only  $9.35" 


Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  flat  rate  that  lets  you  send 
up  to  2  pounds  delivered  overnight,  anywhere 
we  go,  for  only  $9.35.  It's  called  the  2-Pound 
Pak,  and  it'll  make  you  look  good  for  less. 

Here's  why: 
Economy:  It  costs  about  half  as  much  as  the 
$20.00  some  charge  to  send  2  pounds. 
Reliability:  We  now  deliver  over  70,000  over- 
night packages  and  letters  on  time,  every  day. 
Convenience:  In  major  cities  you'll  find  spe- 
cial Collection  Boxes.  Or  give  your  pack- 
age to  the  letter  carrier  who  comes  to  your 
building,  or  find  us  in  over  3,000  Post 
Offices  in  1 ,200  cities. 
Use  the  Express  Mail  2-Pound  Pak  for  all  your 
overnight  deliveries.  The  price  you  pay  for 
success  will  be  less. 


USPS  1982 


Express  Mail 
Next  Day  Service.  ^ 


How  to  test  drive 
the  IBM  Personal  Computer. 


When  you  get  behind  the  keyboard 
f  the  IBM  Personal  Computer,  hold 
nto  your  hat. 

Its  responsive  on  short  trips. 

Its  reliable  on  long  hauls. 

And  it's  passing  a  lot  of  the 
triers  already  on  the  road. 

What's  under  the  hood? 

Visit  an  authorized  IBM  Personal 
Computer  dealer  and  test  drive  the  system. 

\bu'll  be  impressed  that  a  compact 
gggg^  with  such  a  great  sticker  price  is 
also  such  a  powerful  performer. 
For  starters,  it's  been  engineered 
with  three  microprocessors  for  better  overall 
responsiveness.  A  16-bit  microprocessor  in 
the  system  unit  makes  the  IBM  Personal 
Computer  right  at  home  in  the  fast  lane. 
Another  controls  the  monitor.  And  there's 
3  yet  a  third  in  the 
keyboard.  (Put  the  keyboard 
on  your  lap  —  it's  a  perfect 
example  of  independent 
suspension.) 
There  are  10  function  keys  that  help 
relieve  the  tedium  of  repetitious  shifting. 
(Something  like  driving  an  automatic 
instead  of  a  standard.) 
And  there  are  high  resolution  graphics 
lat  could  come  in  first — were  there  a 
rand  Prix  of  personal  computers.  Get  a 
^monstration  of  the  text  and  graphics  mix. 
nd  be  sure  to  see  it  all  in  living  color.  (For 
tore  specifics,  check  out  the  box  at  right.) 

Easy  acceleration. 

Whether  you  plan  on  using  the  IBM 
ersonal  Computer  to  manage  a  department, 


run  a  business,  teach  a  course,  learn  a  lesson 
or  simply  go  on  a  pleasure  drive  —  there's 
software  to  head  you  in  the  right  direction 
and  to  help  you  stay  ahead. 

While  you're  at  the  store,  try  a  few 
programs— first  hand.  Even  if  you've  had 

IBM  PERSONAL  COMPlH^"sWcTf7cATK)NS— 


User  Memory 

16K-512K  bytes* 
Microprocessor 

16-bit,  8088' 
Auxiliary  Memory 

2  optional  interna] 
diskette  drives,  5'A", 
160K  bytes  or  320K 
bytes  per  diskette 

Keyboard 

83  keys,  6  ft.  cord 
attaches  to 
system  unit* 

10  function  keys* 

10-key  numeric  pad 

Tactile  feedback* 

Diagnostics 

Power-on  self  testing* 

Parity  checking* 

•ADVANCED 


Display  Screen 

High-resolution* 
80  characters  x  25  lines 
Upper  and  lower  case 
Green  phosphor  screen* 
Operating  Systems 
DOS,  UCSD  p-System, 

CP/M-86t 
Languages 

BASIC,  Pascal,  FORTRAN, 
MACRO  Assembler, 
COBOL 

Printer 

All-points-addressable 
graphics  capability 
Bidirectional* 
80  characters/second 
18  character  styles 
9x9  character  matrix* 


Permanent  Memory 

(ROM)  40  bytes* 
Color/Graphics 

Text  mode. 
16  colors* 
256  characters  and 

symbols  in  ROM* 
Graphics  mode. 
4-color  resolution: 

320h  x  200v* 
Black  &  white  resolution: 

640h  x  200v* 
Simultaneous  graphics  & 

text  capability* 
Communications 
RS-232-C  interface 
Asynchronous  or  SDLC 

protocols 
Up  to  9600  bits  per  second 


FEATURES  FOR  PERSONAL  COMPUTERS 


no  computer  experience,  you  can  quickly 
get  into  gear. 

The  driver's  manual  IBM  wrote  for 
you  will  help  simplify  matters.  And  the 
hardware's  been  designed  to  do  the  same. 

They  won't  steer  you  wrong. 

The  trained  salespeople  at  your 
authorized  IBM  Personal  Computer  dealer 
realize  that  you  may  never  have  been  in  this 
particular  driver's  seat  before. 

They  want  you  to  relax.  They  want 
you  to  ask  any  question  you  want  to  ask. 
They're  ready  and  willing  to  provide  you 
with  all  the  answers — and  to  help  pick  the 
system  and  the  software  right  for  you. 

For  more  information  on  where  to 
buy  the  IBM  Personal  Computer,  call 
800-447-4700.  In  Alaska  or  Hawaii, 
call  800-447-0890. 

^bu'll  see  why  the  IBM  Personal 
Computer  doesn't  take  a  back  seat  to  any 
other  system.  ===-_=  = 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


CSD  p-System  is  a  trademark  of  the  Regents  of  the  University  of  California.  CP/M-86  is  a  trademark  of  Digital  Research,  Inc. 


The  Up  &  Comers 


By  John  A.  Byrne 


Anyone  can  enter  the  skylight  business.  But 
that  doesn 't  mean  they  re  a  match  for  Larry 
Huffman 's  Super  Sky  International. 


"A  hacksaw  and  a 
pair  of  pliers" 


School  of  Architecture,  so  high  school 
graduate  Huffman  took  a  job  as  a 
trainee  mechanical  draftsman  at  an 
Admiral  appliance  factory  where  his 
father  worked  on  the  assembly  line. 
After  three  years  of  humdrum  blue- 
print drafting,  he  moved  to  a  better 
drafting  job  in  Milwaukee. 

That  brought  him  in  contact  with  a 
small  industrial  sheet  metal  concern 
that  specialized  in  skylights.  The  lit- 
tle company  had  just  won  a  $1  million 
contract  to  build  three  140-foot-diam- 
eter  geodesic-like  glass  domes  for  the 
Mitchell  Park  Horticultural  Conser- 
vatory in  Milwaukee.  The  company's 
founder,  Walter  Belau,  was  betting  his 
eight-employee  firm  on  the  project, 
which  amounted  to  nearly  three 
times  annual  sales  volume.  He  re- 
cruited Huffman  to  help  manage  the 
contract.  Huffman's  big  chance  came 
when  his  immediate  boss  quit  in  a 
snit  over  his  Christmas  bonus.  Huff- 
man was  put  in  charge  and  successful- 
ly completed  the  risky  project.  He 
never  looked  back. 

Back  then,  skylights  were  a  hard 
sell.  Many  architects  steered  clear  of 
them  because  of  fears  over  water  leak- 
age. But  Huffman,  eager  to  capitalize 
on  his  lucky  break,  pursued  the  busi- 
ness aggressively,  and  it  flourished.  In 
1966  Huffman  bought  a  piece  of  the 
company,  hocking  his  house  for  cap- 
ital, and  in  1975  he  and  a  dozen  em- 
ployees got  the  rest  of  the  company 
for  book  value,  $1  million.  His  own 
boss  at  last,  Huffman  really  cut  loose: 
Super  Sky's  sales  jumped  75%  that 
year,  to  $4.9  million,  as  the  company 
booked  a  record  $5  million  in  new 
contracts,  including  a  prestigious  $1 
million  job  for  the  National  Air  and 
Space  Museum  in  Washington,  D.C. 


I just  wish  it  had  happened  to  one 
of  our  competitors,"  says  Super 
Sky  International's  Larry  Huff- 
man, lighting  another  Merit  Ultra 
Light  100.  "We'd  have  one  less  com- 
petitor if  it  had!"  The  implication  is 
clear:  Super  Sky  has  financial  staying 
power.  It  makes  skylights  of  all  sizes 
and  shapes  for  commercial  use. 
Among  its  more  notable  and  varied 
jobs  have  been  skylights  for  the  Na- 
tional Gallery  of  Art  Plaza  in  Wash- 
ington; Mobil  Oil's  new  corporate 
headquarters  in  Virginia;  and  Caesars 
Palace  in  Las  Vegas.  Super  Sky  has 
done  as  handsomely  by  itself  as  by  its 
clients.  Over  the  past  five  years  its 
return  on  equity  has  averaged  a  stun- 
ning 38%  with  no  debt  whatsoever  as 
earnings  grew  eightfold. 

The  mistake  Huffman  was  talking 
about  cost  the  $27  million  (sales) 
company  nearly  half  a  million  dollars 
on  a  single  $1  million  contract.  Work- 
ing off  preliminary  drawings  under  a 
tight  deadline,  an  employee  used  the 
wrong  scale  in  his  calculations  and 
underestimated  by  half  the  amount  of 
glass  needed  to  build  a  162-foot-wide 
rotunda  skylight  for  Disney  World's 
Epcot  Center.  The  error  caused  Super 
Sky  to  underbid  the  project  and 
helped  to  cut  net  income  by  32%  in 
the  first  half  ended  Sept.  30.  But,  he 
notes  with  pride,  it  was  very  far  from 
putting  him  out  of  business,  and  he 
still  expects  record  earnings  and  sales 
for  the  full  year. 

Huffman's  success  in  the  skylight 
business  follows  logically  from  his 
high  school  dream  of  becoming  an 
architect.  His  parents  couldn't  foot 
the  bill  for  the  LJniversity  of  Illinois 


Having  come  up  the  hard  way, 
Huffman  isn't  getting  carried  away  by 
his  success.  That  employee's  half- 
million-dollar  mistake  keeps  remind- 
ing him  how  thin  is  the  line  between 
success  and  failure.  So  he  keeps  oper- 
ations lean.  Instead  of  building  up  a 
direct  sales  force,  Huffman  stuck  to  a 
network  of  sales  reps  who  earn  a  5% 
commission  on  contracts.  Inventories 
are  almost  nonexistent  because  virtu- 
ally all  materials  are  purchased  only 
after  contracts  are  signed.  Then  Super 
Sky  buys  aluminum  extrusions  and 
cuts  and  fabricates  them  to  form  sky- 
light frames.  The  company  ships  the 
materials  to  the  construction  site 
where  outside  glass  fabricators  also 
send  cut-to-fit  glass  directly.  Then  the 
skylight  is  installed  by  Super  Sky 
with  local  labor.  Super  Sky's  basic 
product,  quite  clearly,  is  expertise. 

This  is  a  business  where  expertise  is 
all.  Listen,  for  example,  to  the  archi- 
tect of  New  York's  World  Trade  Cen- 
ter, the  reknowned  Minoru  Yama- 
saki:  "Building  a  skylight  is  one  of  the 
trickiest  things  you  can  imagine  be- 
cause of  problems  with  leaks  and  con- 
densation." By  meticulous  quality 
control  and  careful  installation,  Super 
Sky  has  managed  to  build  a  reputation 
among  architects.  "I  would  give  Super 
Sky  the  highest  recommendation  pos- 
sible," says  Yamasaki. 

Super  Sky  offers  a  unique  ten-year 
warranty  against  defects  and  leakage 
when  most  competitors  provide  only 
a  one-year  guarantee  on  their  prod- 
ucts. "Our  lawyers  and  accountants 
don't  like  the  idea,"  Huffman  smiles. 
But  he  limits  his  risks  somewhat  by 
insisting  on  installing  his  glass  sky- 
lights and  by  not  working  with  plastic 
skylights,  which  are  more  leak-prone 
since  plastic  expands  and  contracts 
with  temperature  change. 

Architects  tend  to  get  sued  when 
anything  goes  wrong  with  the  win- 
dows in  their  buildings.  So  they  love 
Super  Sky's  guarantee,  and  Super  Sky 
backs  it  up,  says  Huffman.  When  a 
rainstorm  caused  a  leak  in  a  skylight 
installed  in  Saudi  Arabia,  for  example, 
Super  Sky  quickly  dispatched  an  em- 
ployee from  Wisconsin  headquarters 
to  fix  the  problem  at  a  cost  to  the 
company  of  more  than  $5,000. 

Huffman  makes  a  point  of  working 
closely  with  architects  as  early  in  the 
design  process  as  possible.  This  helps 
shelter  Super  Sky  margins  from  the 
pressure  of  competitive  bidding.  As  a 
result,  roughly  50%  of  its  business  is 
negotiated  as  opposed  to  competitive- 
ly bid.  In  contrast,  Chicago-based  IBG 
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International,  the  second-largest  com- 
pany in  the  industry  with  $16  million 
in  skylight  sales,  negotiates  only  5% 
to  10%  of  its  business. 

Even  so,  Super  Sky — with  about 
200  jobs  in  progress — will  still  bid  on 
up  to  40  new  contracts  a  week.  It's 
important  to  keep  that  new  order 
pipeline  full. 

Huffman's  biggest  challenge  is  to 
match  his  growth  record  of  the  past 
five  years.  Already  Super  Sky's  envi- 
able profit  margins  are  enticing  some 
hard-pressed  construction  companies 
into  the  skylight  field.  "After  all," 
says  Huffman,  "it  doesn't  take  a  mil- 
lion dollars  to  enter  this  business. 
You  can  get  into  it  with  a  hacksaw 
and  pliers." 

Then,  too,  he  already  has  about  as 


much  market  share  as  he  can  reason- 
ably expect  in  an  easy-entry  business. 
Super  Sky  figures  it  already  has  one- 
third  of  the  total  worldwide  $100  mil- 
lion skylight  business.  That's  nearly 
half  of  the  custom,  commercial  mar- 
ket in  which  it  specializes.  "It's  going 
to  be  extremely  difficult  to  meet  our 
growth  goals  [of  15%  a  year  above 
inflation]  with  only  one  product,"  he 
admits.  That  is  primarily  why  he 
brought  25%  of  the  company  public 
last  year — to  acquire  other  companies 
more  easily. 

Huffman  says  he  wants  to  diversify 
into  related  fields,  such  as  structural 
support  systems  for  skylights  and  sun 
control  devices  like  louvers.  He's  also 
thinking  about  integrating  backward: 
installing  baking  ovens  in  his  plant  to 


Super  Sky  Chairman  Larry  Huffman 

"Our  lawyers  and  accountants  don't  Wee  the  idea." 


paint  aluminum  extrusion.  Beyond 
that  there's  the  possibility  of  acquir- 
ing a  firm  on  the  West  Coast  to  help 
supply  his  growing  business  in  the 
Pacific  basin. 

The  question  is:  Has  Huffman,  now 
47,  peaked?  Or  is  he  about  to  extend 
his  expertise  into  related  fields?  ■ 

The  Chocolate  Soldier 

I absolutely  love  chocolate!"  says 
49-year-old  Albert  }.  Pechenik.  "I 
often  wake  up  in  the  middle  of  the 
night  thinking  about  it!" 

A  good  thing,  too,  because  choco- 
late has  done  a  lot  for  Al  Pechenik,  a 
high  school  graduate  who  went  to 
work  selling  hosiery  to  supermarkets 
when  he  was  16.  He  soon  discovered 
chocolates,  helping  move  Loft  Can- 
dies through  drugstores;  next  he 
worked  for  an  outfit  that  made  choco- 
late-covered fruit;  then  headed  the 
chocolate  operations  of  Louis  Sherry. 
All  this  prepared  him  for  taking  over 
Godiva  chocolates  for  Campbell 
Soup,  leading  it  out  of  the  red  into 
solid  profitability,  taking  it  from  a  few 
boutiques  in  the  East  to  department 
stores  across  the  country. 

Pechenik  likes  to  say:  "Marketing 
is  what  you  do  if  you  don't  go  to 
school  and  learn  something  else."  Be 
that  as  it  may,  Pechenik  had  quickly 
grasped  an  ancient  rule:  Price  makes 
the  product.  Ordinary  chocolates  sell 
for  around  $5  a  pound,  but  Godiva 
went  for  $16.  A  little  steep?  Pechenik 
disagrees.  "The  real  point  is  that  it 
represents  a  lifestyle.  It's  a  form  of 
luxury  gratification  for  people  who 
can't  afford  a  Rolls-Royce  "  It  worked: 
Godiva  sales  climbed  from  $4  million 
to  well  over  $20  million  in  less  than 
four  years. 

But  entrepreneurs  like  Pechenik 
aren't  comfortable  in  corporate  bu- 
reaucracies. Last  summer  he  quit  and 
struck  out  again  on  his  own.  He  is 
giving  his  old  employer  a  hard  time 
with  a  new  product,  Michel  Guerard 
chocolates,  priced  a  couple  of  bucks 
higher  than  Godiva. 

Actually,  chocolate  wasn't  Pechen- 
ik's  first  choice  when  he  decided  to 
strike  out  on  his  own.  He  had  ex- 
pected to  launch  a  line  of  cook-by- 
the-numbers  gourmet  dishes.  They 
would  be  accompanied  by  foolproof, 
step-by-step  instructions  direct  from 
Chef  Michel  Guerard,  known  as  the 
father  of  France's  cuisine  minceur. 
All  the  buyer  would  have  to  do  was 
buy  the  perishables — meat,  fish, 
cream,  butter. 

Pechenik  lined  up  14  backers  who 
promised  to  kick  in  $3  million,  and 
raster  than  you  can  say  "soupcon"  he 
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Earning  them  has 


For  the  fourth  year  in  a  row,  more  people  have 
with  Eastern  than  any  other  airline  in  the  free  world 

Why? 

Maybe  it's  because  we  have  one  of  the  most  ach 
fleets  of  aircraft  in  the  world  (including  our  new  Boeing  7 

Or  because  we  fly  to  128  cities  in  22  countries 
Western  Hemisphere. 

Or  because  we  offer  a  broad  range  of  passenger  serv 
from  One-Time  Check-InsM,  to  our  Frequent  Traveler 
Program. 

©  1983  Eastern  Air  Lines.  Inc. 


ide  us  what  we  are. 


But  we  feel  that  the  most  important  reason  for  our 
access  is  our  people. 

The  39,000  dedicated  people  of  Eastern. 

By  earning  their  wings,  they've  made  us  what  we  are: 

America's  favorite  way  to  fly. 


4^  EASTERN 

America's  favorite  way  to  f  ly . 


The  Up  &  Comers 


Entrepreneur  Al  Pechenik  and  Chef  Michel  Guerard 

"I  love  chocolate.  I  wake  up  at  night  thinking  about  it.' 


signed  up  Chef  Guerard  for  $135,000 
against  first-year  royalties.  But  even 
the  most  experienced  chef  can't  leave 
the  kitchen  very  long  without  letting 
something  burn.  While  Pechenik  was 
overseas,  all  but  five  of  his  would-be 
backers  melted  away. 

Oh,  well.  Back  to  chocolates.  He 
would  use  a  candymaking  process 
that  milled  chocolate  very,  very 
fine — so  fine  you  could  make  very 
thin  wafers  that  were  still  strong 
enough  to  hold  whipped-cream  cen- 
ters. The  thin  chocolate  went  nicely 
with  the  whole  slimming  idea  of 
Guerard's  cuisine  minceur.  Put  name 
and  chocolate  together — and  a  mar- 
keting idea  was  born. 

Pechenik  still  had  five  loyal  backers 
who  agreed  to  put  up  $1.2  million. 
Not  a  princely  sum,  but  enough.  Then 
he  trotted  around  to  top-of-the-line 
department  stores  with  a  plastic 
mockup  of  his  chocolate  box.  His 
pitch  was  crude  but  effective:  "The 
average  department  store  yield  is 
$150  per  square  foot  per  year,"  he 
explains.  "I  told  them  Godiva  was 
yielding  $2,388  per  square  foot  per 
year  in  the  top  ten  department  stores 
and  that  I  could  do  a  quarter  as  well  in 
my  first  year.  How  much  space  would 
they  give  me?  Once  you  know  that, 
it's  simple  arithmetic  to  figure  out 
everything  else." 

To  help  introduce  so  potentially  lu- 
crative an  item,  department  stores 
were  willing  either  to  pay  for  the  ad- 
vertising themselves  or  take  it  out  of 
sales.  When  you  start  out  on  a  shoe- 
string, as  Pechenik  did,  you  learn  how 
to  use  other  people's  money. 

So  far  customers  seem  to  like  the 
paper-thin  leaves  from  Michel  Guer- 
ard. At  New  York's  trendy  Blooming- 


dale's,  Guerard  was  outselling  the 
slightly  cheaper  Godiva  products  dur- 
ing the  pre-Christmas  season.  The 
banks  have  been  sufficiently  im- 
pressed to  lend  Pechenik's  Gourmet 
Resources  International  some  work- 
ing capital,  so  he's  back  at  work  on  his 
gourmet-by-the-numbers  deal.  He 
was  recently  in  the  south  of  France, 
where  he  spent  a  week  in  Guerard's 
kitchen  going  over  recipes  for  those 
gourmet  meals. — Jean  A.  Briggs 

Eliminating  the  middleman 

Back  in  1974  Fred  Berdass  of  Bermo 
Inc.,  a  $7  million  (sales)  Minne- 
apolis metal-fabricating  firm,  decided 
to  self-insure  the  company's  70-man 
work  force,  saving,  he  says,  about 
$30,000  a  year.  At  that  time  less  than 
5%  of  all  insured  employees  were  in 
health  plans  funded  directly  by  the 
employer.  Today  about  35%,  many  of 
them  small  companies,  self-insure. 

What  has  made  the  difference  is 
greater  cost  consciousness  on  the  part 
of  entrepreneurs  and  a  greater  prolif- 
eration of  trained  employee-benefit 
administrators.  On  the  basis  of  past 
years'  expenses  the  administrator  is 
able  to  calculate  how  much  a  com- 
pany will  probably  need  to  pay  in  an- 
nual claims.  The  company  can  reduce 
its  costs  right  away  because  monthly 
payments  no  longer  include  the  extra 
funds  insurance  companies  are  re- 
quired by  law  to  keep  in  reserve.  The 
self-insurer  also  saves  on  insurance 
premium  taxes.  Claims  are  then  han- 
dled by  the  administrator  rather  than 
an  insurance  company. 

Berdass,  for  one,  feels  that  makes  a 
big  difference  for  the  small  business- 
man. "A  lot  of  medical  bills  are  wrong 


either  by  mistake  or  by  fraud,"  he 
says.  "The  administrator  checks 
them  out  and  by  careful  screening  can 
keep  down  the  amount  a  company 
will  need  to  put  aside  each  year." 

All  this  can  add  up  to  savings  of 
between  15%  and  20%  of  annual  in- 
surance costs.  By  setting  up  an  em- 
ployee benefit,  or  50 1C,  trust  fund,  an 
employer  can  keep  funds  fully  invest- 
ed until  they  are  used.  Earnings  are 
tax  exempt  but  can  only  be  used  for 
employee  claims.  "As  you  can  keep 
building  up  the  interest  in  this  ac- 
count, your  cost  will  be  reduced," 
claims  Frank  Andrews,  president  of 
Health  &  Pension  Plan  Administra- 
tors Inc.  "The  interest  helps  pay  for 
the  benefits." 

Bob  Swanke,  a  third-party  adminis- 
trator who  handles  the  Minnesota  Vi- 
kings' health  plan,  advises  small  com- 
panies that  go  the  self-insurance  route 
to  be  sure  to  buy  two  kinds  of  backup 
insurance.  The  first,  an  aggregate 
stop-loss  policy,  lays  off  claims  on  an 
insurance  company  if  in  total  they  top 
a  specified  amount.  The  second  type, 
specific  stop-loss  policies,  triggers  in- 
surance company  benefits  when  the 
claims  for  an  individual  employee  top 
a  specified  amount.  That  way  compa- 
nies can  put  a  lid  on  their  liability. 

Far  from  being  worried  by  the  do-it- 
yourself  trend,  many  insurance  com- 
panies actively  encourage  it.  After 
getting  burned  by  ever  higher  hospital 
costs  in  the  last  two  years,  many  de- 
liberately increased  their  rates  to  un- 
competitive levels.  "They  have  just 
about  bowed  out  of  providing  fully 
insured  health  plans,"  says  Jim 
O'Leary,  an  executive  of  William 
Mercer,  the  largest  benefit  consultant 
in  the  country.  "In  fact,  many  of  the 
big  companies  like  Equitable  now  ad- 
vocate self-insurance  in  their  market- 
ing." Though  they  lose  premiums 
from  full  insurance  plans,  insurance 
companies  can  recapture  revenue  by 
writing  more  stop-loss  and  "adminis- 
tration only"  policies,  at  considerably 
less  risk. 

There  are  hazards,  of  course.  Rob- 
ert Waldron,  a  spokesman  for  the 
Health  Insurance  Association,  warns 
companies  against  unscrupulous  or 
incompetent  administrators — good 
advice,  since  administrators  aren't 
licensed  or  regulated.  Nevertheless, 
the  trend  seems  to  be  gathering 
strength.  "I  expect  to  double  my 
business  soon,"  says  Swanke.  "We're 
trying  to  figure  out  how  to  move  the 
walls  around." — Ellyn  Spragins 
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Apparently,  anything  can  be  trendy, 
we  mean  anything.  Even  old  clothes. 


And 


Rags 
are  riches 


Harriet  Love  in  her  trendy  boutique 
An  inventory  that  never  gets  old. 


By  Jonathan  Greenberg 

T|  he  bidding  was  fierce  at  Chris- 
tie's fashionable  auction  house 
on  Manhattan's  East  Side.  It 
started  at  $80,  and  at  $450  a  grim- 
faced  auctioneer  banged  his  gavel 
"sold"  over  the  greatly  coveted  prize: 
a  Chinese  satin  robe,  faded,  stained 
with  age,  its  lambs-wool  lining  torn 
and  worn. 

Christie's  East  sold  over  $200,000 
in  four  such  "costume  and  textile" 
auctions  last  year.  No  longer  is  used 
clothing  sold  only  at  thrift  shops, 
rummage  sales  and  Salvation  Army 
outlets.  Over  250  specialty  boutiques, 
usually  catering  to  trendy  consumers, 
are  making  a  bundle  selling  recycled 
wear  of  all  periods  at  often  astronomi- 
cal markups. 

Hand-sewn  Victorian  blouses  from 
the  turn  of  the  century  and  beaded 
dresses  from  the  Roaring  Twenties 
top  the  charts  of  the  collectible-cloth- 
ing hit  parade,  selling  for  hundreds  of 
dollars  a  shot.  Even  easier-to-find  For- 
ties and  Fifties  vintage  wear,  includ- 
ing oversized  men's  coats,  bowling 
shirts,  old  furs,  scarves  and  sweaters, 
moves  briskly. 

Who  buys?  People  see  originality  in 
the  old  items,  or  are  of  the  "they  don't 
make  'em  like  they  used  to"  mental- 
ity. Well-known  customers  for  "an- 
tique" clothing  include  Jackie  Onas- 
sis,  Gloria  Vanderbilt,  Diane  Keaton 
and  Lillian  Hellman. 

Shopping  around  is  the  name  of  the 
game,  and  the  market  provides  a  gam- 
ut of  retail  options.  At  the  low  end,  for 
New  Yorkers,  there's  Bogie's  in  Man- 
hattan's East  Village,  where  thou- 
sands of  unwashed,  unpriced,  unfold- 
ed garments  are  piled  in  a  10-foot-high 
pyramid  on  the  floor.  Owner  Esther 
Bodenstein,  53,  allows  choice  cus- 
tomers to  take  off  their  shoes  and 
climb  the  vast  mound  to  pillage  for 
buried  treasure.  "We're  dirt  cheap," 
she  boasts.  Twice  weekly,  wholesale 
auctions  draw  well-heeled  boutique 
owners  from  more  fashionable  dis- 
tricts who,  not  surprisingly,  refused 
to  divulge  the  names  of  their  busi- 
nesses to  Forbes.  After  all,  few  want 
their  wealthy  customers  to  know  that 
the  1920s  evening  dress  they  paid 
$  1 50  for  was,  quite  literally,  picked  up 
off  the  floor  for  $8. 

Upmarket  from  Bogie's  is  Manhat- 
tan's Harriet  Love.  Sales  at  her  Soho 
boutique  have  tripled  in  the  past  de- 
cade, to  "somewhere  between 
$100,000  and  $250,000,"  and  she 
cheerfully  observes  that  she  never  has 
to  worry  about  her  inventory  becom- 
ing old. 

Love  recently  published  the  Guide 
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National  gives  you  a  number  that's  easy  to  remember. 

8DO-CAR-RENT 

SPELLS  OUT  EASY 
RESERVAT 


"fwrastK*n°ttDtfl 


Now  we've  made  our 
phone  number  easy  to 
remember. 

National  gives  you  a 
single  toll-free  number  - 
800-CAR-RENTSM  -  that 
lets  you  make  reserva- 
tions any  time  of  day, 
coast  to  coast.  So  you 
never  have  to  wait  to 
make  your  call. 

And  when  you  do  call, 
you  still  won't  have  to 


wait.  Because  in  most 
cases,  a  National  reserva- 
tionist  will  answer  your 
call  within  three  rings. 

In  Alaska  and  Hawaii 
the  number  to  call  is 
800-328-6321.  In 
Canada  call  collect 
612-830-2345. 
Now!  National  24-Hr. 
Road  Service. 

More  good  news!  Now 
when  you  rent  with 

National,  you're 
protected  'round 
the  clock  with 
free  Amoco 
Motor  Club  road 
service. 

Chances  are, 
you'll  never  need 
it.  But  if  you  do, 
only  National 
gives  you  access 


to  Amoco  Motor  Club  road 
service  -  the  world's  largest 


si- 


full-service  motor  club, 
with  over  6, 500  service 
facilities  coast  to  coast. 
Got  the  National  Attention 
you  deserve. 

Low  prices.  Carefully 
maintained  cars.  Unlimited 
free  mileage  at  participating 
locations.  And  the  security 
of  24-hour  Amoco  Motor 
Club  road  service. 

That's  the  kind  of 
attention  you  deserve  - 
National  Attention. 


National  features  GM  cars 
like  this  Buick  Regal. 


Tfcu  deserve  National  Attention. 


National  Car  Rental 


SM 


A  HOUSEHOLD  INTERNATIONAL  COMPANY 
®1982,  National  Car  Rental  System,  Inc.  In  Canada,  it's  Tilden.  In  Europe,  Africa  and  the  Middle  East,  it's  Europcar. 


UJUM 


EXTRA 


National  expands 
free  gift  offer. 

The  response  to  our  free 
TimeBall™  gift  offer  has 
been  so  overwhelming, 
we've  added  18  new  gifts 
from  the  JS&A  catalog.  In- 
cluded are  a  portable  mini- 
word  processor,  cordless 
phone,  portable  TV,  health 
and  fitness  items,  and  more. 

Certificates  good  toward 
these  free  gifts  are  available 
just  for  renting  a  compact 


or  larger  size  car 
from  participating  National 
locations  at  our  usual  low 
prices,  including  commer- 
cial rates.  Or,  we'll  give  you 
a  free  TimeBall  digital 
travel/desk  alarm  clock  with 
each  qualifying  rental.  It's  a 
$19.95  retail  value. 

And  to  help  you  get  these 
gifts  even  faster,  now  you 
can  combine  your  certifi- 
cates with  cash.  Details  are 


in  the  new  JS&A  catalog 
available  free  at  participat- 
ing locations. 

Offer  expires  3/31/83. 
Not  available  on  tour 
package, 


special 
promotional  and 
some  weekend  rates. 


National  Car  Rental ' 


to  Vintage  Chic,  which  sold  14,000 
copies  in  its  first  five  weeks  on  the 
shelves.  In  it  she  explains  the  "mes- 
sage"   of    vintage    clothing.  "Old 


clothes  are  not  the  same  as  second- 
hand clothes,"  she  claims.  "They  are 
fashion.  They  are  collectible."  Such 
hype  seems  to  sell.  ■ 


Junk  is  chic 


Antique  Boutique  owners  Gary  and  Harvey  Schefren 


Vintage  clothing  is  a  lucrative 
high-margin  business  for  shop 
owners  but  seemingly  too  limited 
for  anyone  to  really  cash  in  on  in  a 
big  way. 

However,  there  is  44-year-old 
Harvey  Schefren,  a  multimillion- 
aire clothes  trading  tycoon  from 
New  York  City. 

Back  in  1962  Schefren,  trained  as 
an  accountant  but  more  interested 
in  a  business  of  his  own,  founded 
Noamex,  Inc.  to  supply  Third 
World  countries  with  ultracheap 
clothing.  For  under  $100  a  ton 
Schefren  shipped  merchandise 
around  the  world  from  his  40,000- 
square-foot  warehouse  in  Queens, 
N.Y.  What  was  unusable  trash  to 
even  the  poorest  Americans  was  a 
desirable  consumer  product  in  the 
less  developed  reaches  of  the  globe. 
On  this  anomaly  Schefren  and  his 
younger  brother,  Gary,  built  a 
strong  private  company. 

By  the  end  of  the  Sixties  the  two 
had  refined  their  basic  concept. 
They  would  upgrade  some  of  the 
product.  They  sold  prewashed 
jeans,  shirts  and  jackets  to  stores 
situated  near  university  campuses, 
which  peddled  them  to  college  stu- 
dents who  regarded  it  as  chic  to 
look  poor. 

Two  years  ago  Harvey  and  Gary 
Schefren  spotted  the  vintage  cloth- 
ing trend.  It  was  a  trend  com- 
pounded of  nostalgia  and  reverse 
snobbery,  but  to  the  Schefrens  it 
spelled  money.  As  much  as  20%  of 
their  surplus  goods  could  qualify  as 
"vintage"  or  "desirable  used." 
They  would  open  a  huge  retail  out- 
let stocked  with  these  antiques. 
The  result  was  Antique  Boutique, 


the  world's  largest  used  clothing 
store,  an  1 1,000-square-foot,  high- 
ceilinged  store  that  is  situated  on 
the  fringes  of  Greenwich  Village. 
Well-heeled,  trendy  New  Yorkers 
took  the  bait. 

The  Schefrens  offer  rack  after 
rack  of  used — but  cleaned  and 
pressed — "finds."  Pure  silk  Hawai- 
ian shirts  from  the  Fifties  sell  for 
up  to  $50.  Old  wool  sweaters  cost 
$20.  And  men's  used  long  over- 
coats— from  the  Forties  and  Fifties 
and  even  Sixties — command  prices 
of  anywhere  from  $20  to  $80.  The 
Schefrens'  store  is  visited  by  over 
7,500  people  a  week.  Harvey,  if  he 
wanted  to,  could  fill  the  entire 
store  with  overcoats  alone — he  has 
50,000  of  them  in  his  warehouse. 
But  he's  careful  not  to  let  the  mar- 
ket get  flooded. 

Antique  Boutique  rang  up  some 
$3  million  in  sales  last  year.  And 
the  margins  on  these  sales?  Astro- 
nomical. Well  over  100%  on 
many  items,  by  Schefren's  reck- 
oning. How?  Says  Schefren,  "Our 
supplier  doesn't  know  that  it's 
vintage,  and  he  doesn't  have  the 
ability  to  mine  it  out."  Schefren 
does,  though. 

As  for  the  rest  of  the  stuff, 
there's  still  the  international  ex- 
port business,  which  accounts  for 
an  additional  $8  million  a  year  in 
revenue  for  Noamex.  With  a  strong 
dollar,  however,  exports  are  hurt- 
ing, and  Schefren  is  overjoyed  to 
have  Antique  Boutique  to  fall  back 
on.  "The  icing  on  the  cake  has 
been  pushed  into  our  major  profit 
center,"  he  says,  mixing  meta- 
phors as  easily  as  he  mixes  junk 
with  antiques. — J.G. 
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After  118  years 
we're  tired  of  bein 

"J.&W 
Who?55 


Ask  anyone  in  the 
financial  community  about 
J.&W  Seligman  and  you'll  get  a  wide  variety  of 
responses— including  the  all  too  ubiquitous  crWho?" 

We've  not  minded  because  a  certain  amount  of 
mystique  does  add  a  note  of  distinction. 

However,  after  nearly  a  century  and  a  quarter  o 


quietly  going  about  our  business  of  managing 
money,  we  decided  its  time  to  become  better  known. 

Today  Seligman  has  over  $4  billion  under 
management  in  two  groups:  primarily  a  select  group 
of  private  accounts  which  we  manage  separately  for 
individuals  and  institutions  and  a  program  of  select 
mutual  funds. 

In  all,  a  distinguished  group  of  clients  look  to 
us  for  both  guidance  and  growth. 

If  you're  interested  in  either  area  we'd  like  you 
to  know  more  about  us.  Just  call  or  write  Ron 
Schroeder,  our  President.  Outside  of  New  York  State 
our  number  is  (800)  221-7844;  in  New  York  State 
call  (212)  432-4000. 


J.&W  Seligman  &  Co.  Incorporated 

One  Bankers  Trust  Plaza.  New  York,  N.Y  10006 


Suddenly  all  the  talk  is  of  repairing  Ameri- 
cas roads  and  bridges.  Parsons  Corp.  s  Bill 
Leonhard  anticipated  the  talk. 

"That 
overused  word, 


infrastructure 


11 


By  Kathleen  K.  Wiegner 

Eight  years  ago,  Parsons 
Corp.,  headquartered  in  Pasa- 
dena, Calif.,  was  a  smallish, 
family-run  engineering  company  with 
annual  revenues  of  $391  million.  To- 
day it  has  the  status,  in  terms  of  capa- 
bility, of  engineering  giants  Bechtel 
and  Fluor.  Parsons  is  prime  contractor 
on  Yanbu,  the  industrial  city  being 
built  on  Saudi  Arabia's  western  coast. 
Parsons  built  the  graceful  $4.7  billion 
international  airport  in  feddah.  Its 
revenues  last  year  were  $1.3  billion 
(estimated) — 3'/2  times  those  of  1974. 

Of  course,  Parsons  was  riding  a  wave 
of  energy-related  construction  in  the 
Middle  East  and  at  home,  but  Chair- 
man William  Leonhard  was  riding  the 
wave  with  great  skill  and  dexterity. 

But  the  party's  over  now  for  the  oil 
barons.  Synfuel  projects  are  in  abey- 
ance, future  Alaskan  gas  pipelines  ex- 
ist only  on  paper.  How  is  Parsons  go- 
ing to  keep  its  8,640  employees  busy? 
Building  roads  and  bridges,  says  Bill 
Leonhard.  "The  need  for  investment 
in  infrastructure,  to  use  that  overused 
word,  might  be  in  the  range  of  $3 
trillion,"  he  says. 

Leonhard  sees  the  5-cents-a-gallon 
gasoline  tax  providing  $5  billion  a 
year  for  infrastructure  repair  and  is 
touting  Parsons'  capabilities.  He 
points  out  that  30%  of  the  company's 
$9.4  billion  backlog  consists  of  trans- 
portation and  civil  work:  a  $500  mil- 
lion addition  to  Denver's  Stapleton 
Airport;  a  $2.3  billion  water  treat- 
ment system  in  San  Francisco;  and 
mass  transit  work  in  Baltimore,  At- 
lanta and  Washington,  D.C. 

Parsons  has  strengthened  its  ability 
to  work  on  domestic  infrastructure 
projects  with  such  acquisitions  as:  De 
Leuw,  Cather  &  Co.,  acquired  in  1977 
for  $12  million,  and  Engineering-Sci- 


Parsons  Chairman  William  Leonhard 
Smaller  jobs  smooth  out  the  curves. 

ence  Inc.,  which  does  sewage  and 
waste  water  treatment,  acquired  for 
$1.7  million  in  stock  last  year.  De 
Leuw,  Cather  is  currently  revamping 
456  miles  of  rail  lines  between  Boston 
and  Washington  (a  $2.5  billion  job), 
working  on  mass  transit  in  Atlanta  and 
designing  final  segments  for  the  inter- 
state highway  system  in  six  states. 

The  man  who  runs  this  company  is, 
appropriately,  an  engineer  to  his  fin- 
gertips. An  electrical  engineer  by 
training,  Leonhard  learned  the  trade 


on  roads  and  airports  during  his  28 
years  in  the  Army  and  Air  Force.  He 
worked  on  the  Pan  American  and  Al- 
can  highways  and  oversaw  design  and 
construction  of  facilities  for  U.S.  mis- 
sile programs  from  Atlas  to  Minute- 
man.  In  1966,  two  years  after  Leon- 
hard left  the  service  with  the  rank  of 
brigadier  general,  he  signed  on  at  Par- 
sons as  a  senior  vice  president.  He 
became  president  in  1974  following 
the  death  of  founder  Ralph  M.  Par- 
sons. Far  from  flagging  after  the 
founder's  death,  the  company  gained 
momentum.  That's  a  tribute  to  Leon- 
hard's  management  skills. 

Those  skills  are  going  to  be  severely 
tested  in  the  years  ahead.  Infrastruc- 
ture or  no,  Leonhard  foresees  only 
modest  growth  for  1983.  Future  jobs 
are  unlikely  to  be  on  the  scale  of  the 
Jeddah  airport.  Smaller  jobs  in  engi- 
neering can  be  inherently  less  profit- 
able than  big  ones;  engineering  com- 
panies make  their  money  the  way  law 
firms  do,  billing  the  hours  of  their 
skilled  personnel.  On  jobs  of  $100 
million  to  $500  million — small  by 
modern  engineering  standards — big 
outfits  like  Parsons  are  more  vulner- 
able to  competition  from  smaller  en- 
gineering firms  that  are  not  really  in 
the  running  for  the  megaprojects. 

Still,  Leonhard  believes  small  can 
be  beautiful  as  well  as  bothersome. 
"Big  jobs  require  hiring  and  then  trail- 
ing off  as  the  job  winds  down,"  he 
explains.  "Ten  smaller  jobs  smooth 
out  the  curves  and,  if  the  company 
conducts  itself  properly,  those  ten 
could  bring  more  down  to  the  bottom 
line  than  a  single  $1  billion  project." 

Then,  too,  Leonhard  can  take  com- 
fort in  Parsons'  $270  million  in  cash 
and  its  almost  flawless  balance  sheet. 
Unlike  rival  Fluor,  which  is  currently 
paying  a  stiff  price  for  overpaying  on 
its  $2.2  billion  purchase  of  St.  Joe 
Minerals  in  August  1981,  Parsons  has 
stayed  in  its  own  business.  For  diver- 
sification it  contents  itself  with  tak- 
ing small  pieces  of  projects  it  engi- 
neers. One  such  deal  is  with  Republic 
Geothermal  in  California's  Imperial 
Valley.  The  $130  million-plus  project 
would  use  geothermal  energy  to  pro- 
duce electricity  that  Parsons  and  Re- 
public would  sell  to  Southern  Califor- 
nia Edison. 

Recently  the  Parsons  board  asked 
Leonhard,  now  67,  to  stay  on  as  chief 
executive .  The  board  has  good  reason  to 
be  pleased.  Under  Leonhard,  Parsons 
has  been  earning  an  average  of  28%  on 
stockholders'  equity  and  has  done  so 
with  very  little  leverage  in  its  capital 
structure.  The  board  can  be  especially 
pleased  with  results  for  1982:  estimat- 
ed earnings  up  14%,  to  $42. 5  million.  ■ 
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SIGNS  OF 
THE  TIMES 

Westinghouse  can  help  you  choose 
your  best  route  to  improved  productivity. 


• 

RECONDITION 
EQUIPMENT 

• 

UPGRADE 
EQUIPMENT 


NEW 
PLANT 


NEW 
EQUIPMENT 


n 

1 

r 

PLANNED 
MAINTENANCE 

• 

II 

SYSTEM 
ANALYSIS 


AWestinghouse 
System  Analysis 
can  show  you  some  fast 
economical  ways  to 
improve  the 
productivity  of  your 
existing  facilities. 

The  traditional  road  to  improved  productivity  has  led  to 
new  plant  and  equipment.  But  today's  economy 
demands  that  business  and  industry  also  investigate 
alternate  routes-quicker,  less  expensive  routes  to  in- 
creased productivity  and  improved  return  on  available 
capital. 

Westinghouse  has  helped  a  wide  variety  of  busi- 
nesses to  do  just  that. . .  by  showing  them  how  to  get 
more  out  of  what  they've  already  got. 

First  Step: 

A  Westinghouse  System  Analysis 

Highly  trained  Westinghouse  specialists,  using  sophis- 
ticated tools  and  technologies,  have  analyzed  thou- 
sands of  operations. .  .from  petrochemical,  paper, 
glass,  steel,  and  power  plants. .  .to  hotels,  office  build- 
ings, hospitals,  and  airports. 

In  most  cases,  they  have  been  able  to  map  out  fast, 
economical  routes  leading  to  more  productive,  higher 
quality  output  from  existing  facilities-at  a  fraction  of 
the  time  and  cost  of  new  plant  and  equipment.  Four 
such  cost-saving,  time-saving  routes  are: 

•  Upgrading  Equipment 

•  Planned  Maintenance 

•  Equipment  Reconditioning  and  Repair 

•  Technical  and  Management  Training 


w 


stinghouse  provides  round- 
s-clock emergency  breakdown 
vice  as  well  as  normal  main- 
lance  and  repair  of  all  types 
electrical  and  mechanical  equip- 
int,  regardless  of  manufacturer. 

m  Motors  to  Transformers  to  Valves 

istinghouse  recommended  a 
Dgram  of  regular  valve  recondi- 
ning  to  a  petrochemical  pro- 
cer.  As  a  result,  valve 
Dlacement  costs  have  been 
juced  60  percent,  valves  oper- 
i  better  than  new,  and  delivery 
ie  is  90  percent  shorter  than 
id  time  for  new  valves. 
Through  a  nationwide 
twork  of  service  facilities, 
^stinghouse  repairs,  rewinds 
modernizes  AC  and  DC 
Dtors  and  lifting  magnets, 
^stinghouse  can  redesign,  rerate, 


id  modernize  transformers  of  all 
infigurations  up  to  EHV  classifi- 
ition,  often  in  lead  times  shorter 
an  needed  to  build  new  ecfuip- 
ent.  Heavy  mechanical  equip- 
ent  such  as  compressors, 
tors,  crank  shafts,  forging 
esses  and  pump  housings  are 
so  repaired  or  restored. 


The  most  up-to-date,  well-main- 
tained equipment  can  only  func- 
tion most  productively  if  people 
-workers  and  managers-under- 
stand how  to  get  the  most  from  it. 


Westinghouse  has  helped  many 
customers  integrate  technical  im- 
provements into  their  businesses 
by  training  their  equipment  opera- 
tors and  supervisory  staff. 


Technical  Training 

Each  year  Westinghouse  trains 
thousands  of  people,  maintaining 
facilities  for  industries,  utilities 
and  transportation  systems. 
Proven  classroom  and  hands-on 
methods  include  techniques  for 
troubleshooting  and  maintaining 
equipment  at  the  highest 
possible  availability, 
performance,  and  safety. 


Manager/Worker  Interface 

At  Westinghouse  we've  installed 
over  1,500  Quality  Circles  involv- 
ing more  than  15,000  people. 
We've  also  helped  our  customers 
apply  these  and  other  innovative 
approaches  to  manager/worker 
interface.  These  techniques  have 
helped  to  ease  transition,  rein- 
force training,  and  improve  mo- 
rale by  creating  a  climate  of 
"quality  through  involvement." 

We  have  taught  managers  in 
our  customers'  operations  the  lat- 
est in  technical  and  organiza- 
tional development  applications. 
These  include  Management  De- 
velopment techniques  to  encour- 
age employes  in  joint  problem 
solving  via  feedback  training,  su- 
pervisory skills  training,  team 
building,  communications  skills 
training  and  measurement,  and 
evaluation  programs. 


Take  the  first  step 

to  improved  productivity: 

Call  Westinghouse. 


Over 4,000  Westinghouse 
Service  Specialists  are 
ready  to  help  you  analyze 
your  operations. 

Westinghouse  Service  Specialists  have 
recommended  fast,  economical  routes  to 
improve  productivity  for  a  broad  range  of 
businesses  and  industries. 

Backed  by  the  complete  technical, 
manufacturing,  R&D  and  management 
resources  of  the  Westinghouse  Electric 
Corporation,  they  can  help  you  identify 
ways  that  you,  too,  can  get  more  and 
higher  quality  production  from  your 
existing  facilities. 

Whether  you  are  modernizing  an 
existing  facility  or  building  a  new  one, 
Westinghouse  has  the  people,  products, 
systems,  and  services  that  can  help  you 
increase  productivity  to  improve  your 
competitive  edge. 

For  more  information: 

Call  toll  free:  800-245-4474. 

In  Pennsylvania,  call  800-242-2550.  Or  write: 
Westinghouse  Building,  Six  Gateway  Center, 
Department  10,  Pittsburgh,  PA  15222. 


PRODUCTIVITY: 
ASK  WESTINGHOUSE 


Technology 


If  you  are  already  spending  more  than 
$500  a  year  on  tax  preparation,  expert  do- 
it-yourself  advice  is  now  as  close  to  you  as 
your  personal  computer. 

The  tax 
preparation 
revolution 


By  Ellen  Benoit 


T|  AXES  ARE  INEVITABLE;  but  is  the 
drudgery  involved  in  prepara- 
tion inevitable?  For  most  Forbes 
readers,  tax  preparation  is  not  some- 
thing you  do  once  a  year  at  H&R 
Block.  It  is  a  year-round  ritual  of  self- 
fortification  and  endless  mortifica- 
tion leading  to  a  several-hour  session 
with  your  $250-an-hour  tax 
planner/CPA.  Cartons  of  rec- 
ords in  tow,  you  sit  and  sift 
through  your  receipts  while  he's 
filling  out  standard  computer- 
ized sheets  for  each  of  the 
schedules  you  will  need  to  com- 
plete in  order  to  satisfy  the  tax 
minions.  Who  wouldn't  rather 
be  playing  golf  or  reading  a 
book?  Anything  else. 

What  does  your  accountant 
do  with  all  that  information? 
He  sends  it  to  a  computerized 
tax  service  bureau.  Or,  increas- 
ingly, he  has  his  secretary  or 
clerk  enter  it  into  his  own  per- 
sonal computer,  where  one  of  a 
variety  of  sophisticated  pro- 
grams crunches  through  the 
numbers  and  delivers  a  properly 
prepared  return  Says  Marilynne 
Smith,  president  of  software 
maker  Microcomputer  Taxsys- 
tems,  Inc.,  "I  remember  how 
sales  [of  tax  preparation  soft- 
ware] went  up  when  IBM  intro- 
duced its  personal  computer. 
Before  that,  the  only  CPAs  us- 
ing micros  were  those  who  were 
into  computers,  kind  of  a  rare 
breed."  Smith  theorizes  that  the 
IBM  name  lent  legitimacy  to 
computers  in  the  eyes  of  CPAs. 
But  an  equally  strong  induce- 
ment now  is  the  ever-increasing 
availability  of  accounting  soft- 
ware, and  the  hottest  item  these 


days  is  the  tax  preparation  package. 

Such  packages,  in  the  hands  of  a 
good  accountant,  are  a  reliable  source 
of  profits,  because  they  boost  his  pro- 
ductivity significantly.  But  consider 
this:  No  matter  how  productive  your 
accountant  becomes,  you  still  have 
all  the  drudge  work.  By  the  time  you 
walk  through  your  CPA's  door,  you 
have  done  90%  of  his  work,  just  in 
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record-keeping  and  organizing. 

Now,  here's  the  good  news:  For  the 
money  you  pay  your  accountant,  you 
can  buy  the  same  program  he  uses  and 
do  the  job  yourself.  According  to  Er- 
nest Acosta  of  the  IRS'  Public  Affairs 
Office,  Section  212  of  the  Tax  Code 
allows  for  the  deduction  of  expenses 
entailed  in  tax  preparation.  If  you  are 
currently  spending  $500  or  more  on 
your  tax  return,  he  says,  the  IRS  will 
probably  allow  you  to  deduct  the  cost 
of  tax  preparation  software,  as  well  as 
part  of  the  hardware  cost  of  operating 
it  on  your  personal  computer.  "The 
key,"  he  says,  "is  the  issue  of  reason- 
able cost.  If  you  have  a  complicated 
return,  with  multiple  schedules,  and 
spend  a  good  amount  already,  there's 
no  reason  why  you  can't  deduct  your 
software  costs." 

But  which  software?  There  are 
more  than  40  tax  programs  available. 
Choose  the  wrong  one  and  you  could 


Do-it-yourself  tax  preparation  at  the  personal  computer 

When  you  see  your  accountant,  you  will  already  have  done  90%  of  his  work. 
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Woodland  Hills,  Calif,  is  one  of  the  enal,  for  a  conservative  market."  The 
top  three  vendors  of  tax  preparation  other  two  market  leaders — CPAids, 
software;  with  five  years  logged  in  the  Inc.  in  Kent,  Ohio  and  Howard  Soft- 
business,  Microcomputer  Taxsys-  ware  Services  in  La  Jolla,  Calif. — re- 
tems  is  a  market  veteran.  Three  years  port  similarly  impressive  sales, 
ago  the  firm  sold  250  packages,  a  fig-  Price  tags  for  tax  preparation  pack- 
ure  that  grew  to  2,000  in  1981  and  ages  range  from  about  $40  for  a 
doubled  in  1982.  This  is  a  growth  rate  stripped-down  model  that  handles  no 
Smith  describes  as  "kind  of  phenom-  state  returns  and  a  minimum  number 


A  guide  to  the  best  in  tax  preparation  software 

If  your  accountant  uses  a  personal  computer  to  do  your  taxes,  these  are  the  programs  he  has  to  selc 

Tax  package 

Personal 
computers  used 

Operating 
Sys/language 

Storage 
needed 

Federal 
forms 

State  forms 

Master  Tax 

IBM,  Radio  Shack, 
North  Star,  Apple, 
Xerox,  Victor  9000 

most  CP/M,  MP/M, 
MSDOS.TRSDOS 
operating  systems 
Basic,  Cobol 

48K  free  RAM 
241Kb  disk 

1 040  and  most 
schedules 

Alaska,  Ariz,  Calif,  Colo,  Conn, 
111,  Ind,  Kans,  Md,  Mich,  Mo,  N 
NM,  NY,  Ohio,  Ore,  Penna,  Ut 
W  Va 

Micro-Tax 

TRS-80  Model  II, 
IBM,  Apple,  Xerox, 
Monroe 

CP/M,  MP/M, 
MSDOS,  PCDOS 
Microsoft  Basic 

56K  RAM 

126Kb  disk 

Full  screen  device 

1040  and  all 
schedules 

Ariz,  Calif,  Ga,  111,  Kans, 
Mass,  Mich,  Mo,  Mont,  NJ,  NY 
NC,  Ohio,  Okla,  Ore,  Penna,  S( 

Tax  Preparer 

IBM,  Apple  II  Plus 

IBMDOS 
Disc  Basic, 
Applesoft  Basic 

48K  RAM  (Apple] 
64K  RAM  (IBM) 
disk  storage 

1040  and  most 
schedules 

Calif 

Calcu-Tax 

Z-80  compatible, 
IBM 

CP/M 
Cobol 

64K  RAM 

2  disk,  1  Mb  each 

1040  and  all 
schedules 

NJ 

Comprehensive 
Taxsystems 

IBM,  Xerox, 

TI,  TRS,  Model  XVI 

Apple  m 

CP/M 
DACL 
RM  Cobol 

64K  RAM 
2  disk 

1040  and  most 
schedules 

Alaska,  Calif,  Ga, 

Idaho,  111,  Kans,  Mo, 

NJ,  NY,  Ohio,  Okla,  Ore,  Perm 

Tax  Pro 

TRS-80  (all  models) 
IBM,  Apple 

Basic 
assembly 

48K  RAM  (TRS-80) 
64K  RAM  (IBM) 

1040  and  most 
schedules 

Calif 

1040  Tax  Preparation  TRS-80, 
System                   Models  II,  XVI 

TRSDOS 
Microsoft 
compiled  Basic 

64K  RAM 
2  disk 

1040  and  most 
schedules 

Calif,  111,  Ind,  Mich,  NC, 
Okla' 

Tax  Pac 

Any  CP/M 
compatible 

CP/M 
Pascal 

64K  RAM 
1Mb  disk 

1040  and  most 
schedules 

Wash 

Datacell 

TRS-80,  Models  I, 
n,  III,  XVI 

TRSDOS 
Basic 

48K  RAM  (TRS-80 
Mods  I,  U)  64K  RAM 
(TRS-80  Models  II  and 
XVI)  2  disk 

1040  and  most 
schedules 

Calif,  111,  Mich,  Minn,  Mo, 
NJ,  NY 

Tax  Machine 

Any  CP/M, 
MP/M  compatible 

CP/M,  MP/M 
TurboDOS,  MSDOS 
C 

64K  RAM 

1040  and  most 

sr  npHn  Ips 

All  states 

Tax  Master 

TRS-80 
Models  II,  XVI 

TRSDOS 
Basic 

64K  RAM 

1040  and  most 
schedules 

None 

Tax  Manager 

Apple  II,  II  Plus 
IBM,  Olivetti 

DOS 
Basic 

48K  RAM 
5Vt  disk 

1040  and  most 
schedules 

None 

Quick  Tax 

Xerox  820, 
TRS-80,  Models  II, 
XVI,  IBM 

CP/M,  MDOS, 
Basic  Z 

64K  RAM 
300  Kb  disk 

1040  and  most 
schedules 

All  states 

Supertax 

TRS-80, 

Models  I,  H,  III,  XVI 
Apple  II 

TRSDOS, 
DOS  3.3,  CP/M 
Basic 

48K  RAM 

64K  RAM  (IBM  and 

TRS-80  Model  III 

1  dnve  (Apple) 

2  drives  (IBM,  TRS-80) 

1040  and  a  few 
schedules 

None 

Stenholm  &  Quint 

CP/M  compatible 

CP/M 
CB-80 

64K  RAM 
2  disk 

1040  and  most 
schedules 

Mass 

Taxware  Systems 

HP-80, 

Osborne,  Xerox  820, 
Apple,  Victor  9000 

CP/M,  MSDOS 
Microsoft 
compiled  Basic 

64K  RAM 
100  Kb  disk 

1040  and  most 
schedules 

Ariz,  Calif,  Idaho,  111,  Miss,  NC 
NJ,  Ohio,  Ore,  Utah 

Technology 


waste  a  lot  of  money  and  increase 
your  chances  of  an  audit. 
Microcomputer    Taxsystems  in 
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of  schedules  to  $2,000  or  $3,000  for 
models  that  handle  most  of  the  38 
states  with  income  taxes  and  up  to  40 
different  schedules. 

The  hardware  on  which  the  pack- 
age runs  also  affects  its  price — and  is  a 
limiting  factor  when  buying.  "Re- 
member compatibility,"  cautions  Da- 
vid Somers,  a  CPA  in  Richardson, 


Tex.,  who  uses  the  Tax  Preparer  from 
Howard  Software.  "Software  doesn't 
easily  float  from  machine  to  machine. 
When  you  buy  a  package  you  have  to 
have  the  right  machine  to  make  it 
work."  Programs  are  available  for 
more  than  25  makes  of  microcom- 
puter, including  Apple,  -IBM  and  all 
machines  running  on  the  industry- 


standard  CP/M  operating  system. 
Vendors  recommend  that  anyone 
without  a  computer  find  the  tax  pack- 
age he  needs  first,  then  buy  the  hard- 
ware to  go  with  it. 

What  are  the  main  things  to  look 
for  when  shopping  for  software  that 
prepares  income  tax  returns?  Perhaps 
most  important  is  the  update,  annual 


im.  If  you  own  a  personal  computer,  you  have  the  same  choices. 


Estimated  1982 

tt  Output  Instruction  prices  Company  Address 

it  sheets,  preprinted  workbook,  fed  $1,695  CPAids,  Inc  1640  Franklin  Ave 

forms,  1040  and  state  audio  cassette,  renew,  33%  Kent,  Ohio  44240 

?  prompts  forms  training  state  $250-$750  216-678-9015 


;orma, 
"  screen 
npts 

preprinted 
1040  and  state 
forms 

no  training 
necessary, 
software 
self-explanatory 

fed  $1,000 
renew,  $250 
state  $250-$750 
renew,  $250 

Microcomputer 
Taxsystems,  Inc 

22458  Ventura  Blvd 
Woodland  Hills,  Calif  91364 
213-704-7800 

orms 

preprinted 
1040  and  state 
forms 

software 
self-explanatory 

fed  $150-$250 
renew,  $50 
state  $75-$95 

Howard  Software 
Services 

8008  Girard  Ave 
La  Jolla,  Calif  92037 
714-454-0121 

'  screen 
format, 
rview  sheets 

preprinted 
1040  and  state 
forms 

training  manual, 
prior-year  training 
program 

fed  $2,000 
renew,  50% 
state  $500 
renew,  50% 

Calcu-Tax 
Computer 
Software,  Inc 

19-21  West  Mt  Pleasant  Ave 
Livingston,  NJ  07039 
201-992-2274 

"  screen 
npts, 

rview  sheets 

preprinted 
1040  and  state 
forms 

training  manual, 
toll-free  hotline 

fed  $1,900 
renew,  $950 
state  $300-$  700 
renew,  75% 

Comprehensive/ 
Taxsystems 

5707  Redwood  Rd 
Oakland,  Calif  94619 
800-227-2575 
415-530-8535  (Calif] 

j screen 
npts, 

rview  sheets 

preprinted 
1040  and  state 
forms 

training  manual, 
unlimited  phone 
support 

fed  $349-$l,230 
renew,  $37.95  per 
schedule 

Contract 
Services 
Associates 

706  S  Euclid  St 
Anaheim,  Calif  92802 
714-635-4055 

I  screen 
npts, 

rview  sheets 

preprinted 
1040  and  state 
forms 

training  manual, 
phone  support 

fed  $1,095 
renew,  $495 
varies  by  state 

Creative 
Solutions,  Inc 

1945  Pauline  Blvd 
Ann  Arbor,  Mich  48103 
313-995-8811 

[  screen 
npts, 

rview  sheets 

preprinted 
1040  and  state 
forms 

training  manual, 
phone  support, 
in-house  training 

fed  $2,000 
renew,  $500 

Databrook 
Information 
Services,  Inc 

3200  California  Ave,  SW 
Seattle,  Wash  98116 
206-935-7219 

1  screen 
npts, 

rview  sheets 

preprinted 
forms 

self-explanatory 
software 

priced  by 
schedule 

Datacell  II,  Inc 

11120  58th  St 
MiraLoma,  Calif  91752 
714-685-6206 

r  screen  preprinted  training  manual,  fed  $995  Accountants  1404  140th  PI,  NE 

npts,  1040  and  state  hotline  renew,  $395  Microsystems,  Inc      Bellevue,  Wash  98007 

rview  sheets  forms  206-643-2050 


screen  menu 

preprinted 
forms 

training  manual 
self-explanatory 

fed  $1,300 
renew,  $350 

IMPACC  Associates 

PO  Box  93 

Gwynedd  Valley,  Penna  19437 
215-699-7235 

g  screen 
npts 

prints 

completed 

forms 

users  manual 

fed  $180-$250 
renew,  $30 

Micro  Lab 

2310  Skokie  Valley  Rd 
Highland  Park,  111  60035 
312-433-7550 

T  screen 
npts, 

rview  sheets 

preprinted 
forms 

training  manual, 
regional  training 
seminars 

fed  $995;  renew,  50% 
state  $450-$995 
renew,  50% 

Quick  Tax  Ltd 

319  Clawson  St 

Staten  Island,  NY  10306 

212-351-6143 

r  screen  prints  training  manual,  fed  $38-$40  Rockware  Data  PO  Box  401710 

npts,  completed  self-explanatory  renew,  80%  Corp  Dallas,  Tex  75240 

rview  sheets  forms  214-458-0954 


r  screen  prints  training  manual,  fed  $1,800  Stenholm  &  Quint  129  Concord  St 

npts,  completed  phone  support  fed  and  state  $2,400  Framingham,  Mass  01701 

irview  sheets  forms  renew,  25%  617-237-1900 

r  screen  prints  manuals,  seminars,  fed  $1,050  Taxware  PO  Box  329 

mpts,  completed  self-explanatory  renew,  $500  Systems  Inc  Ontario,  Calif  91761 

:rview  sheets  forms  software  state  $300;  renew,  $100  714-986-2089 
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Millions  of  tons  of  oil  tankers,  bulk  cargo  carriers,  fishing 
fleets,  barges,  tugs,  supply  boats  and  freighters  afloat  today 
on  the  world's  oceans  have  been  leased  or  financed  by 
Greyhound  Leasing  &  Financial  Corporation  (GL&FC) 

They  are  part  of  a  $1  billion  portfolio  of  all  types  of  capital 
equipment  operated  around  the  world  by  global  customers 
who  rely  on  the  financial  acumen  of  GL&FC  people  like  Bob 
Bertrand  (left)  and  district  marketing  manager  Bruce  Buttrick 
(right)  to  help  them  expand  their  companies. 


For  over  a  quarter  of  a  century,  GL&FC  has  been  fore 
new  vehicles  of  creative  financing  for  its  international  clier 
We  combine  the  stability  of  Greyhound's  financial  resourc 
with  the  ability  to  move  quickly . . .  often  within  hours . .  to 
authorize  the  funding  that  puts  capital  equipment  at  the  c 
posal  of  our  customers. 

Financing.  It's  more  than  numbers.  It's  pushing  back! 
boundaries  of  traditional  thinking  and  creating  whole  new 
of  specialized  services  for  customers  who  number  amorv 
most  prominent  names  in  business  and  industry  worldwit 


)ne  of  the  most  diversified  fleets  in  the 
orld  sails  under  the  Greyhound  banner." 


>ert  W.  Bertrand 

dent  &  Chief  Executive  Officer 

hound  Leasing  &  Financial  Corporation 


Greyhound  Leasing  &  Financial  Corporation  is  just  one 
3  companies  of  The  Greyhound  Corporation,  a  $5  billion 
sified  corporation  that  prides  itself  on  being  the  best  in  its 
us  businesses.  Whether  it's  food,  consumer  products  or 
■portation,  Greyhound  people  are  leading  the  way 


The  Greyhound  Corporation 

A  company  for  the  Eighties. 
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insurance  that  the  software  conforms 
to  current  federal  income  tax  laws. 
Most  updates  and  new  packages  come 
out  around  mid-December  or  early 
January,  but  the  exact  timing  is  di- 
rectly tied  to  the  promptness  of  the 
IRS  in  releasing  its  forms.  Updates  are 
usually  supplied  for  a  fee  representing 
a  portion  of  the  original  program's 
cost — vendors  say  it  should  be  no 
higher  than  50%.  Some  tax  packages 
reportedly  do  not  provide  updates  as 
such  but  require  customers  to  pur- 
chase new  versions  of  the  entire  pack- 
age each  year.  It  pays  to  ask. 

Whether  the  current  year's  package 
is  an  update  or  a  whole  new  program, 
data  from  the  previous  year  should 
transfer  smoothly  from  the  old  to  the 
new  format.  How  easily  this  is  done  is 
a  gauge  of  the  program's  flexibility. 
Some  packages  automatically  trans- 
late old  data  into  the  new  format, 
eliminating  the  need  for  reentering 
certain  financial  information. 

With  this  old  data,  you  may  want  a 
program  that  generates  a  "pro  forma," 
a  bottom-line  statement  of  tax  liabil- 
ity, including  exemptions,  gross  and 
adjusted  income,  deductions  and 
credits.  The  pro  forma  should  present 
net  figures  from  the  prior  year  with- 
out requiring  the  printing  of  sched- 
ules, and  permit  comparison  with  the 
current  year's  liability. 

Another  measure  of  flexibility  is 
how  many  schedules  the  program  can 
handle.  The  rule  of  thumb  seems  to  be, 
the  more  the  better.  Somers  says  of 
Howard  Software's  Tax  Preparer,  "It 
can  do  100%  of  what  H&R  Block  can 
do  and  80%  of  the  returns  done  in  the 
U.S.  by  most  CPA  firms.  The  other 
20%  would  be  things  you  and  I  have 
never  seen."  Most  packages  will  do 
Schedules  A  through  G,  SE  and  forms 
for  business  expenses,  underpayment 
of  estimated  tax,  investment  credit, 
depreciation,  gains  and  losses  and  al- 
ternative-minimum tax.  Two  of  the 
leading  packages  on  the  market,  Mas- 
ter Tax  from  CPAids  and  Micro-Tax 
from  Microcomputer  Taxsystems, 
handle  about  40  schedules  each. 

How  schedules  are  printed  is  im- 
portant, for  it's  considered  an  indica- 
tion of  the  "professional  caliber"  of 
the  package.  What  this  really  seems  to 
mean  is  checking  to  find  out  whether 
the  forms  are  IRS-approved.  Somers 
claims  a  lot  of  programs  are  not  tested 
and  don't  conform  to  the  IRS  format, 
so  it's  a  point  to  keep  in  mind.  Most 


vendors  offer  a  choice  of  formats,  in- 
cluding continuous  pages  preprinted 
with  the  appropriate  format — a  re- 
quirement for  the  1040  and  state  re- 
turns— and  continuous  blank  paper 
with  format  overlays  to  be  used  with  a 
photocopy  machine. 

Another  flexibility  feature,  that 
Howard  Software  President  James 
Howard  considers  crucial  is  "manual 
override,"  a  control  on  the  software 
that  copes  with  situations  that  don't 
conform  exactly  to  the  space  allowed 
by  the  IRS  format.  "For  example," 
says  Howard,  "the  dividend  exclusion 
is  $200  or  $400,  but  there  are  lots  of 
exceptions.  Most  programs  assume 
it's  $200  and  automatically  deduct 
that.  But  some  of  your  dividends 
might  not  be  eligible  for  exclusions. 


Says  the  IRS*  Ernest  Acosta: 
"If  you  have  a  complicated 
return,  with  multiple  sched- 
ules, and  already  spend  a 
good  amount,  there's  no  rea- 
son why  you  can't  deduct 
software  costs." 


You  have  to  be  able  to  make  the  deci- 
sion, not  the  computer." 

CPAids  President  Andrew  Rosen- 
berg says  a  depreciation  module  is 
important  to  have  now,  because  the 
first  tax  year  under  the  Accelerated 
Cost  Recovery  System  of  asset  depreci- 
ation has  just  ended.  Dorothy  Dailey,  a 
CPA  with  Capital  Tax  Service  in  Aus- 
tin, Tex.,  adds  that  a  good  tax  prepara- 
tion package  will  allow  the  preparer  to 
"put  depreciation  in  at  the  start.  You 
can  label  what  schedules  it  goes  to  so 
that  when  you  get  to  those  parts  of  the 
program,  it's  already  there." 

Almost  all  available  tax  preparation 
packages  include  the  capability  to  do 
at  least  one  state  tax  return;  most 
programs  do  several.  "The  programs 
for  federal  and  state  [taxes]  should  in- 
terface," says  Microcomputer  Taxsys- 
tems' Smith.  "The  information  taken 
off  the  federal  form  should  merge 
with  the  state  form  automatically,  so 
you  only  have  to  enter  the  data  once." 
Because  some  of  the  state  rules  differ 
from  the  federal,  Smith  says  the  pro- 
gram should  have  prompts  asking  the 
preparer  for  the  additional  informa- 
tion needed. 

Most  tax  preparation  software  in- 
cludes a  tax  planning  feature,  which 
Larry  Woolever,  a  Los  Angeles  CPA, 
says  is  good  to  have.  "You  know  how 
often  they  change  the  tax  laws,"  he 
says.  "If  you  have  clients  with  what  I 
call  discretionary  power  over  spend- 
ing their  money,  you  can  [use  the 


planning  feature  to]  show  them  how 
to  save  legally  on  their  taxes." 

Underlying  most  packages  is  the  as- 
sumption that  the  user  is  familiar 
with  tax  law.  Rosenberg  says  it's  up  to 
the  tax  preparer  to  make  all  of  the 
decisions.  "All  the  program  does  is 
calculate,"  he  says.  "It  doesn't  decide 
which  form  to  use.  A  lot  of  people 
don't  realize  that.  For  example,  if  you 
have  capital  gains,  the  computer 
won't  know.  You'll  have  to  tell  it  you 
need  Schedule  D."  If  you  aren't  com- 
pletely up  to  the  intricacies  of  the 
law,  don't  worry.  The  purpose  of  us- 
ing the  computer  is  to  eliminate  the 
drudge  work  of  tax  preparation,  yours 
and  your  accountant's.  If  you  can 
bring  in  a  completed  return  and  let 
your  accountant  look  it  over,  modify- 
ing it  according  to  his  recommenda- 
tions, the  cost  of  software  will  more 
than  be  recouped  in  the  money  and 
time  you  will  have  saved  by  avoiding 
your  taxman  and  his  high  prices. 

While  it  helps  to  know  the  law 
when  using  a  tax  preparation  program, 
it  is  not  necessary  to  know  a  whole  lot 
about  personal  computers.  That's  be- 
cause virtually  every  tax  program  is 
"menu  driven";  that  is,  choices  and 
instructions  appear  on  the  computer's 
screen  and  a  user  follows  the  ma- 
chine's directions. 

Nevertheless,  Capital  Tax'  Dailey 
recommends  thoroughly  reading  and 
understanding  the  instruction  manual 
before  using  any  program.  In  addition,, 
for  many  standard  items,  such  as 
charitable  deductions,  where  the  com- 
puter is  going  to  add  up  numbers  fed 
into  it,  it  is  just  as  easy  to  keep  totals 
on  a  running  basis  as  it  is  to  do  your  tax 
work  at  the  end  of  the  year.  By  putting 
in  expenses  and  deductions  when  you 
take  them,  you  can  provide  yourself 
with  a  month-to-month  alert  on  your 
tax  status,  which  is  essential  for  prop- 
er year-end  planning. 

Above  all,  Howard  stresses  the  im- 
portance of  finding  a  well-supported 
package.  "Find  out  if  the  company 
develops  the  tax  program  itself,"  he 
warns.  "There  are  lots  of  software 
publishers  who  buy  it  from  someone 
else,  but  then  they  can't  fix  it  when 
there's  a  problem,  because  somebody 
else  developed  it." 

There  are  several  other  features 
that  are  good  to  have  in  a  tax  prepara- 
tion package,  not  the  least  of  which 
are  the  capacity  for  storing  prior  years' 
information  and  the  ability  to  expand 
data  files.  Finally,  a  bonus  is  a  com- 
munications feature  that  allows  ac- 
cess to  a  tax  information  bank,  be- 
cause applying  the  ever-changing  tax 
laws  isn't  always  easy,  even  with  a 
computer.  ■ 
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Some  criticize  U.S.  business  for  being  num- 
bers-obsessed rather  than  people-oriented. 
But  that  may  be  a  bum  rap. 

Is  American 
management 
too  selfish? 


By  Thomas  Friedman 
and  Paul  Solman 


Several  years  ago,  Harvard  fi- 
nance Professor  Robert  Glauber 
posed  this  dilemma  to  his  class: 
At  a  board  meeting  of  Kennecott  Cop- 
per a  director  is  faced  with  what  he 
feels  is  a  selfish,  financially  unsound 
move  by  company  management. 

It  wasn't  an  imaginary  case.  It  actu- 
ally happened.  Glauber  used  the  case 
because  he  felt  it  illustrated  a  basic 
problem  in  American  business:  the 
tendency  of  managers  to  cover  their 
flanks  and  protect  their  perks  instead 
of  making  decisions  that  would  bene- 
fit the  mass  of  stockholders.  The  Ken- 
necott board  proposed  quick  spending 
of  the  cash  generated  by  the  sale  of  its 
coal  subsidiary.  Why?  Because  the 
cash  made  the  company  a  sitting  duck 
for  a  corporate  raider. 

Given  Kennecott's  poor  perfor- 
mance, the  odds  were  high  that  cur- 
rent management  would  be  fired 
should  Kennecott  be  taken  over.  So 
Kennecott  tried  to  make  itself  less 
attractive  to  the  would-be  raider  by 
using  all  its  cash  to  buy  Carborundum, 
at  a  price  several  hundred  million  dol- 
lars above  what  most  observers  think 
is  Carborundum's  actual  value.  Once 
the  purchase  went  through,  Kennecott 
would  be  rid  of  surplus  cash  and  bur- 
dened with  an  overvalued  acquisition. 
Seeing  this,  the  raider  would,  it  was 
hoped,  give  up. 

How,  asked  Glauber,  should  a 
member  of  the  Kennecott  board  vote 
on  the  takeover?  In  management's  in- 
terest? Or  in  stockholders'? 

Thomas  Friedman  and  Paul  Solman  are  coauthors 
q^"  Life  and  Death  on  the  Corporate  Battlefield,  being 
published  this  month  by  Simon  &  Scbmter  Friedman 
is  the  senior  editor  of  the  PBS  business  series  Enter- 
prise. Solman  is the  business  editor  of  the  nightly  news 
at  WGBH -TV  Boston. 


"With  management,"  responded 
the  students. 

Glauber  was  appalled.  None  of  the 
80  students  supported  the  position 
that  a  director  should  act  to  maximize 
profits — and  thus  reject  the  profligate 
bid  for  Carborundum. 

These  were  people  who  would  one 
day  be  running  U.S.  business. 

Not  one  student  suggested  that  a 
director  resign  from  the  board.  Not 
one  suggested  a  strong  protest. 

"But  I  was  probably  appointed  by 
the  chairman,"  said  one  student 
apologetically,  when  pressed. 

Explained  another  student 
"I'd  never  win  if  I  dissented, 
since  the  board  is  made  up  of 
the  chairman's  choices.  So 
why  oppose  them?" 

In  exasperation  Glauber 
asked:  "So  why  sit  on  cor- 
porate boards?" 

The  students  had  no  trou- 
ble with  that  question.  For  the 
power  and  the  ego,  they  re- 
plied, almost  to  a  man.  Profes- 
sor Glauber  felt  crushed.  But  he 
also  felt  he  had  an  answer  to 
that  vexing  question:  What's 
wrong  with  American  indus- 
try? Not  what  the  convention- 
al wisdom  said  it  was. 

The  conventional  wisdom 
was  that  American  business 
was  afflicted  by  a  plague  of 


number-crunching,  short-terming,  re- 
turn-on-investment-crazed managers 
so  mesmerized  by  numbers  that  they 
were  blind  to  the  real  world  of  prod- 
ucts and  people.  Such  people  were 
largely  responsible  for  our  losing  out 
to  Japan.  This  hypothesis  was 
spawned  by  a  pair  of  distinguished 
Harvard  Business  School  professors, 
Robert  Hayes  and  William  Aber- 
nathy.  Both  put  much  of  the  blame  on 
Harvard  and  other  business  schools. 
They  were,  in  effect,  disowning  their 
children.  For  wasn't  Harvard  the  very 
Vatican  of  formal  business  training? 

Hayes  and  Abemathy  launched 
their  attack  in  the  Harvard  Business 
Review.  "By  their  preference  for  servic- 
ing existing  markets  rather  than  cre- 
ating new  ones  and  by  their  devotion 
to  short-term  returns  and  'manage- 
ment by  the  numbers,'  "  the  profes- 
sors wrote,  "many  [managers]  have 
effectively  forsworn  long-term  tech- 
nological superiority  as  a  competitive 
weapon.  They  have  abdicated  their 
strategic  responsibilities." 

The  criticism  of  U.S.  management 
fell  on  willing  ears.  The  Japanese 
managed  for  the  long  term  and  put 
people  and  products  above  short-term 
profit  goals. 
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We  have  to  invest  long  term 
because  we  must  have  faith 
in  our  future,  even  when  the 
numbers  tell  us  to  worry 
about  the  present.  "All  the 
great  organizations  are,fun- 
damentaUy,  not  rational" 
says  Robert  Hayes.  "Look  at 
the  Jesuits,  Procter  &  Gam- 
ble, the  Mafia  and  IBM." 


The  argument's  appeal  lay  in  its 
simplicity,  and  in  its  implicit  call  to 
action.  Let  us  reorient  managers  by 
shifting  the  focus  of  our  management 
training.  Within  two  years  of  the  Har- 
vard Business  Review  article,  the  Hayes- 
Abernathy  attack  has  been  accepted 
as  the  definitive  critique  of  modern 
U.S.  management.  It  has  been  repeat- 
ed by  virtually  every  newspaper,  mag- 
azine and  nightly  news  show  in  the 
country  and  even  in  a  Time  magazine 
cover  story. 

Sitting  in  his  small,  book-lined  of- 
fice, Bob  Hayes,  who  began  his  career 
as  a  mathematician,  looks  back  at  the 
last  25  years  of  business  education 
with  genuine  disapproval.  In  the  Fif- 
ties and  Sixties,  he  says,  American 
companies  became  so  complex  and 
diversified  that  American  managers 
learned  to  "stop  organizing  by  func- 
tion and  started  organizing  by  profit 
center."  This  dramatically  increased 
the  companies'  need  for  general  man- 
agers— but  managers  of  numbers,  not 
of  products  and  of  people.  Says  Hayes: 
"The  idea  of  leadership  is  completely 
lost."  The  goal  of  product  quality  has 
taken  a  backseat  to  the  immediate 
profitability  of  a  faraway  division. 

Hayes  tells  a  story  about  one  of  his 
former  production  classes  at  Har- 
vard. Whenever  he  pressed  his  stu- 
dents on  some  key  but  extremely  dif- 
ficult detail  in  a  case  study,  the  stu- 
dents would  invariably  protest.  "This 
isn't  the  job  of  a  manager,"  they 
would  say.  "We  should  hire  someone 
else  to  do  it  for  us."  Hire  whom?  A 
consultant,  of  course,  usually  fresh 
out  of  the  same  number-crunching 
environment  of  a  top  business  school. 

"The  corporate  managers  have  be- 
come what  I  call  the  Monopoly  Play- 
ers," says  Hayes.  "They  move  the  di- 
visions of  their  companies  around  the 
board,  but  they  don't  really  under- 
stand what's  going  on  in  any  of 
them."  They  become  manipulators  of 
symbols,  not  managers  of  men. 

Both  managers  and  consultants, 
then,  are  steeped  in  the  same  quanti- 
tative techniques  of  modern  financial 
analysis— from  ROI  and  NPV  to  DCF 
and  EPS — all  of  which  foster  a  bias 
toward  short-term  investing.  This  is  a 
pseudoscientific  approach  that  con- 
tradicts the  true  nature  of  all  good 
management,  which,  as  Hayes  de- 
clares, is  really  "a  human  art  form." 

At  the  heart  of  the  Hayes-Aber- 
nathy  argument  is  a  profound — and 
increasingly  popular — criticism  of 
capitalism  as  practiced  in  America. 
The  professors  believe  that  our  con- 
temporary conception  of  the  firm  as  a 
maximizer  of  value  for  the  sharehold- 
ers is  fundamentally  flawed,  that  oth- 


er objectives  must  be  added  to  the 
manager's  performance  sheet.  Such 
as?  Such  as  the  welfare  of  employees, 
of  the  community,  of  the  economy. 

For  a  long  time  it  seemed  as  if 
American  business  leaders  and  busi- 
ness professors  had  decided  to  plead 
nolo  contendere  to  these  Hayes-Aber- 
nathy  charges.  The  mea  culpa  mood 
fitted  the  doubting  spirit  of  our  times. 
America  was  no  longer  number  one. 
And  here  was  a  simple  explanation. 

But  is  it  the  correct  explanation? 
Could  it  be  that  the  respected  profes- 
sors have  fingered  the  wrong  suspect? 
A  good  many  equally  respectable  au- 
thorities think  that  they  have  indeed, 
and  that  they  are  letting  the  true  cul- 
prits off  scot-free.  When  Glauber  criti- 
cized his  students  in  the  Kennecott- 
Carborundum  case,  he  was  agreeing 
with  Hayes  and  Abernathy  that  there 
was  something  wrong  with  the 
M.B.A.s.  But  Glauber's  diagnosis  was 
at  odds  with  theirs.  Glauber  was  chal- 
lenging the  accepted  wisdom,  and,  at 
Harvard  at  least,  Glauber's  view  has 
plenty  of  prominent  adherents. 

Harvard  Business  School's  Michael 
Porter  is  the  author  of  Competitive 
Strategy  and,  for  those  M.B.A.  students 
who  want  to  become  consultants, 
Harvard's  hottest  professor.  Porter 
agrees  with  Glauber  that  the  problem 
lies  elsewhere  than  in  an  overempha- 
sis on  managing  for  short-term  re- 
sults. "I  don't  know  of  any  finance 
professors  who  don't  warn  their  stu- 
dents about  the  pitfalls  of  managing 
quarter  to  quarter,"  he  says  flatly. 

Porter  concedes  that  the  capital 
markets  are  sometimes  biased  in 
favor  of  quick  fixes  for  depressed 
stock  prices.  But,  he  says,  "the  artist- 
ry of  leadership  is  to  chart  a  course 
through  the  rocky  shoals  of  this  prob- 
lem, and  that's  what  we  try  to  teach." 

Harvard  finance  Professor  Jay  Light 
takes  the  defense  even  further  than 
Porter.  "If  the  real  problem  were 
short-term  myopia,"  says  Light,  "you 
would  expect  us  to  be  having  more 
trouble  in  the  dynamic,  fast-growing 
industries  with  rapidly  changing  tech- 
nology. That  is,  we  would  be  failing  in 
the  high-tech  industries  by  milking 
them  of  their  short-term  profits,  in- 
stead of  reinvesting  those  profits  in 
new  long-term  technologies." 

Meanwhile,  says  Light,  we  would 
be  doing  well  in  old,  slow-moving  in- 
dustries with  very  stable  technol- 
ogies, like  the  steel  industry. 

"In  fact,"  Light  points  out,  "it's  the 
opposite.  American  industry  is  stron- 
gest in  high  technology.  It's  smoke- 
stack industries  that  we're  failing  in. 
Take  steel.  They  invested  long  term 
for  years,  and  it  hasn't  worked." 
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As  for  the  charge  that  Americans 
quantify  while  the  Japanese  stress 
quality,  Porter,  who  recently  returned 
from  a  trip  to  Japan,  reports  that  the 
Japanese  companies  he  visited  were 
even  more  numbers-oriented  than 
their  counterparts  in  the  U.S. 

"The  Japanese  gather  enormous 
amounts  of  data  and  tend  to  study  and 
plan  everything  to  death,"  he  says. 
"They  take  the  numbers  even  more 
seriously  than  we  do.  True,  they  have 
lower  hurdle  rates  than  ours.  But  that 
has  to  do  with  the  prevailing  interest 
rates  and  the  nature  of  equity  and  debt 
markets  there.  Now  that  the  Japanese 
capital  structure  is  changing  and  be- 
coming more  like  ours,  it's  becoming 
more  subject  to  the  same  capital  mar- 
ket pressures  that  we're  under." 

Tine  capital  markets  are  not  only  a 
frivolous,  speculative  medium  but 
capitalism's  mechanism  for  channel- 
ing money  in  the  most  productive  di- 
rection. Managements  are  not  wrong 
to  consider  what  the  capital  markets 
think;  to  the  contrary,  they  are  wrong 
to  ignore  them.  Take  Chrysler.  We 
hear  of  various  constituencies  that 
would  be  affected  by  the  demise  of  a 
Chrysler,  and  we  bail  it  out.  But  that 
can  be  seen  as  a  very  short  term  solu- 
tion, and  exactly  the  opposite  of  what 
the  capital  markets  are  telling  us  to 
do,  long  term,  with  our  money. 

"You  could  take  a  fraction  of  what 
it  has  and  will  cost  the  government  to 
keep  Chrysler  alive,"  says  Harvard's 
David  Mullins,  "and  then  allocate  the 
money  to  workers  so  they  could  go  to 
graduate  school  in  Detroit  and  it 


would  still  be  more  productive  than 
openly  flouting  the  capital  markets." 

So,  if  myopic  generalists  trained  as 
M.B.A.s  are  not  to  blame  for  the  de- 
cline of  U.S.  competitiveness,  who  is? 
"In  fact,"  answers  Mullins,  "our  prob- 
lem is  that  self-serving  managements 
do  precisely  what  Hayes  says  they 
should  do:  optimize  lots  of  func- 
tions." Managing  for  their  own  gain 
and  glory,  they  see  nothing  wrong 
with  putting  personal  advancement 
ahead  of  the  corporation's. 

Back  to  Professor  Glauber,  who  was 
upset  by  his  students'  attitudes 
toward  their  future  jobs.  "This  is  the 
second  year  I  tried  to  get  my  class  to 
deal  with  the  Kennecott  issue,"  he 
said.  "But  they  won't.  They  act  as  if 
they're  already  on  the  board.  People 
blame  the  business  schools  for  creat- 
ing Machiavellian  managers,  but 
we're  only  partly  to  blame.  Students 
come  here  with  their  characters  large- 
ly molded.  They  are  pretty  well  co- 
opted  before  they  get  here. 

"In  the  second  Kennecott  case,  a 
guy  is  brought  in  from  Exxon  as  the 
new  Kennecott  chairman,  and  he  gets 
a  multimillion-dollar  contract.  The 
predominant  M.B.A.  reaction  to  it  is, 
'Isn't  that  slick?' 

"What  we  fail  to  instill  in  our  stu- 
dents," says  Robert  Glauber,  "is  that 
they're  agents  of  the  system,  not  prin- 
cipals. That  they  are  being  hired.  But 
they  don't  look  at  it  that  way.  For 
many  of  them,  it's  the  managerial 
class  against  the  world,  willing  to 
steal  from  rich  and  poor  alike." 

Says  David  Mullins,  "We  know 


that  managers  can  do  what  they  want 
to,  pretty  much,  with  their  stock 
price — look  at  Kennecott — without 
any  serious  consequences.  And  if 
they  have  this  freedom  from  the 
shareholders,  how  can  it  be  that  they 
are  too  concerned  with  short-term 
maximization? 

"Managers  can't  be  fired  at  the  an- 
nual meeting  or,  really,  any  other 
way.  If  shareholders  don't  like  what 
you're  doing,  they  yell  at  you  at  the 
annual  meeting.  So  you  hold  the 
meeting  in  Singapore.  If  the  stock- 
holders sue,  you  sue  back — with  their 
own  money.  The  freedom  of  the  mod- 
ern executive  is  really  awesome." 

And  take  critic  Hayes.  Where  has 
.Hayes  been  investing  his  own  liq- 
uid assets  these  past  few  years?  In  a 
money  market  fund,  he  quickly  ad- 
mits. The  shortest-term  investment 
of  all.  This  is  the  man  who  criticizes 
his  students  for  being  excessively  di- 
rected to  the  short  term. 

Hayes  understands  the  paradox.  But 
his  answer  is  that  U.S.  business  must 
take  an  "irrational  leap  of  faith."  We 
have  to  invest  long  term  because  we 
must  have  faith  in  our  future,  even 
when  the  numbers  tell  us  to  worry 
about  the  present.  "All  the  great  organi- 
zations are,  fundamentally,  not  ration- 
al," he  says.  "Look  at  the  Jesuits, 
Procter  &  Gamble,  the  Mafia  and  IBM. " 

Glauber,  Light,  Mullins  and  Porter, 
however,  think  that  we  have  seen 
enough  irrationality  in  business  and 
that  fostering  more,  even  in  the  name 
of  the  future,  is  not  the  answer. 

If  those  who  defend  the  number- 
crunchers  are  right,  debate  over  long- 
term  versus  short-term  investment 
will  fade  with  our  next  upturn  and 
Japan's  next  downturn.  To  them  the 
real  problem  isn't  short  term  versus 
long  term,  but  how  to  teach  students 
that,  in  the  long  term,  it  is  in  their 
self-interest  to  be  less  selfish. 

A  Harvard  finance  professor  says 
that  whenever  his  fellow  faculty 
members  talk  about  teaching  stu- 
dents that  there's  more  to  life  than 
rendering  unto  Caesar,  he  thinks  to 
himself,  "But  these  are  Cae- 
sar's kids!" 

All  the  professors  agree 
that  we've  got  a  problem: 
American  managers  are  too 
selfish  and  unaccountable. 
The  professors  differ,  however, 
in  their  proposals  for  discipline: 
A  new  definition  of  the  firm  (Hayes 
et  al)  or  enforcement  of  the  old  one 
(Glauber  et  al).  But  either  way,  they 
come  up  against  an  age-old  dilemma 
of  capitalism  itself:  how  to  efficiently 
harness  the  self-interest  on  which  the 
system  itself  runs.  ■ 
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Retirement  can  be  frightening  enough.  But  what  about  chucking 
it  all  at  the  very  top  of  your  game  and  doing  only  what  you  want 
to?  Surprise:  Indulging  your  whims  can  be  hard  work,  too. 


Happy 
dropouts 


Personal 
Affairs 


Edited  by  William  G.  Flanagan 

Some  gladly  abandon  their  de- 
manding careers,  unable,  un- 
willing, or  simply  too  bored  to 
continue  what  has  become  a  rat  race. 
Others  are  given  a  strong  push— their 
own  misgivings  about  staying  on  the 
treadmill  begin  to  hurt  their  work. 

But,  when  suddenly  cut  loose  from 
the  corporation  or  the  business  they 
created,  these  newly  liberated  dream- 
ers usually  throw  themselves  heart 
and  soul  into  whatever  they  do.  Do 
not,  therefore,  confuse  dropping  out 
with  being  laid  back.  If  you  simply 
want  to  take  life  easy,  this  kind  of 
dropping  out  isn't  a  good  way  to  go. 
The  corporate  chairman  who  opted 
for  politics  didn't  settle  for 
the  city  council  but  became  a 
U.S.  senator  first  time  out. 
The  computer  whiz  who 
makes  jigsaw  puzzles  pro- 
duces the  most  difficult  in 
the  world,  and  puts  in  long 
days  at  it.  The  former  long- 
range  planner,  working  one 
day  in  four,  works  harder  at 
thinking  and  studying  than 
many  a  corporate  executive. 

In  compiling  our  list  of 
happy  dropouts,  we  were  struck  by 
three  common  traits:  guts,  imagina- 
tion and  ability.  Most  also  had  lots  of 
money.  That's  not  a  necessity,  but  it 
sure  makes  dropping  out — and  usual- 
ly dropping  in  to  something  else — a 
lot  easier. 


Consultant  Michael  Kami  at  play  and  work 
Working  one  day  in  Jour for  $1  million  a  year. 
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The  90  day  work  year 


Unstructured  time  has  always  been 
a  precious  thing  to  Michael  Kami. 
As  chief  long-range  planner  for  IBM  in 
the  Fifties  and  Sixties,  he  would 
dream  of  enjoying  long  stretches  of 
unstructured  time.  Fifteen  years  ago, 
at  age  42,  he  decided  to  buy  himself  a 
whole  bunch  of  it. 

Kami  sold  his  IBM  stock  options 
and  some  more  from  Xerox,  where  he 
also  spent  three  years  as  chief  planner. 
And  off  he  went  to  Florida.  "I  bought  a 
boat,  a  house,  a  plane,  and  I  went  to 
school  for  an  M.B.A.  and  a  doctorate. 
It's  like  an  insurance  policy.  If  I  go 
broke,  I  can  always  teach." 

The  58-year-old  Kami  has  not  gone 
broke,  though  he  has  become  a  teach- 
er of  sorts.  He  lectures  executives — in 
groups  or  individually — on  regulation 
of  growth,  business  strategies  and 
planning  systems.  He  holds  forth  on 
corporate  culture,  the  Japanese,  pro- 
duction, technology,  you  name  it. 

His  annual  work  schedule  looks 
something  like  this:  30  days  of  speak- 
ing at  public  seminars  ("you  know," 
he  says,  "b.s.-ing  to  big  audiences"), 
30  days  in  counseling  small  groups  at 
the  companies'  offices  and  30  days 
spent  conducting  loosely  structured, 
one-on-one  sessions  with  CEOs. 
These  one-  or  two-day  affairs  cost  ex- 
ecutives $4,500  (plus  travel)  and  often 
take  place  aboard  Kami's  "corporate 
headquarters,"  a  42-foot  yacht  an- 
chored alongside  his  home  in  Light- 
house Point,  Fla. 

In  all,  Kami  grosses  between 
$600,000  and  $1  million  a  year.  This 
he  finds  adequate  to  finance  his  200  or 
so  days  of  unstructured  time. 

What  does  he  do  with  it?  "Well,  this 
is  the  beautiful  thing,"  he  explains.  "I 
can  study.  Management,  economy, 
social  change.  New  mores  of  the 
American  consumer.  New  shifts  in 
pluralism.  All  very  important. 

"And  I  have  time  to  think.  I  can 
take  the  boat  out,  I  can  fish,  I  can  do 
whatever  I  want.  A  normal  executive 
doesn't  have  time  to  think." 

Kami,  who  speaks  with  what  he 
calls  a  "57  varieties  European"  ac- 
cent, came  to  the  U.S.  from  his  native 
Brazil  in  1945.  He  became  a  citizen  in 
1954,  after  joining  IBM. 

His  simple  philosophy:  "If  it's  not 
fun,  don't  do  it.  If  it's  drudgery,  screw 
it.  I  think  executives  should  retire 
early  and  enjoy  the  freedom.  Now, 
they  say  they  enjoy  power.  I  say,  in 
one  life  why  not  try  a  little  power,  a 
little  fun,  a  little  freedom,  a  little  of 
everything.  I  call  it  nine  lives  in  one 
lifetime." — Kevin  McManus 


Scottish-American  Ted  Carter  at  the  Point 
Home  is  both  castle  and  cash  cow. 


North  woods  salonniste 


Tlhe  Point  is  a  splendid  little  inn 
deep  in  the  Adirondack  Mountains 
of  upstate  New  York.  Ted  Carter,  42, 
owns  it  and  runs  it  as  a  sort  of  retreat 
for  close  friends  and  paying  guests. 
Those  lucky  enough  to  be  the  former 
stay  for  free,  of  course,  and  all  others 
pay  $200  or  more  per  couple  a  night. 
In  advance,  thank  you.  Carter  would 
be  horribly  put  off  if  any  of  his  guests 
brought  up  the  subject  of  tariffs  dur- 
ing their  stay. 

How  did  he  come  to  run  this  place, 
with  its  impressive  trophy  mounts, 
blazing  fireplaces,  elegantly  prepared 
meals  and  spectacular  scenery?  Relax- 
ing in  his  second-story  apartment, 
looking  out  through  glass  doors  on 
frozen  Upper  Saranac  Lake,  he  makes 
it  all  sound  so  easy. 

Carter  was  a  wildly  successful  mu- 
tual fund  sales  manager  for  Bernie 
Cornfeld's  ill-fated  Investors  Over- 
seas Services  from  1962  until  its  de- 
mise in  1970.  Then,  starting  in  1973, 
he  ran  his  own  London-based  com- 
pany, Carter  Containers,  which  mar- 
keted shipping  containers  as  tax  shel- 
ters. In  the  summer  of  1979  he  invited 
his  key  European  executives  to  his 


home  in  fashionable  Upper  Saranac 
Lake,  an  area  where  he  had  spent  ev- 
ery summer  since  childhood. 

"All  of  a  sudden  I  had  these  people 
around  my  dining  room  table  and  I 
said,  'These  are  not  the  people  I  want 
to  be  in  business  with.'  And,  as  a 
matter  of  fact,  they  had  some  very 
specific  ideas  about  their  involve- 
ment in  the  business,  which  was  on 
the  verge  of  expanding  into  America. 

"I  said,  'I  have  a  much  better  idea: 
Why  don't  you  all  go  back  to  Europe 
and  take  care  of  it  over  there.  I  think 
it's  time  for  me  to  get  out.'  I  took  the 
share  certificates  out  of  the  safe 
downstairs  and  I  signed  them  over  and 
handed  them  to  them  and  said,  'I  hope 
you  leave  by  morning.' 

"And  that's  how  I  got  out  of  the 
business.  I'd  spent  20  years  working 
abroad  and  suddenly  realized  there 
was  a  hell  of  a  lot  more  to  life  than 
working  all  the  time."  He  was  37. 

The  evicted  guests,  Carter  says, 
were  thrilled  with  the  stock  deal — 
though  the  company  would  go  bank- 
rupt the  following  year.  He,  on  the 
other  hand,  hadn't  a  clue  as  to  what 
he  would  do.  Carter  spent  the  rest  of 
the  summer  having  friends  up  to  the 
Point,  often  sending  charter  flights  to 
fetch  them.  "I  didn't  want  the  house 
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to  be  empty,"  he  explains. 

That  fall,  a  friend  suggested  the  best 
way  to  keep  his  home  full  of  interest- 
ing people  would  be  to  take  in  paying 
guests — the  higher  the  fare,  the  more 
interesting  the  guests.  "We  send  them 
an  invoice  before  they  come,"  he  says, 
"so  it's  all  paid  for.  They  walk  in  the 
gate  and  help  themselves,  just  as 
though  they  were  old  friends — and  we 
hope  that  by  the  time  they  leave,  they 
will  be.  So  that  five  years  from  now 
we  will  have  sufficient  friends  to  keep 
all  of  our  rooms  full  all  the  time." 

The  Point  has  room  for  only  16 
guests  at  a  time,  and  Carter  vows  nev- 
er to  expand.  In  fiscal  1980,  76  rooms 
were  taken;  in  1981,  581  rooms;  in 
fiscal  1982,  which  is  just  over  halfway 
finished,  926  will  be  taken;  in  1983, 
1,200  or  so. 

What  do  wintertime  guests  do? 
"Nothing,"  says  Carter.  "They  come 
with  the  car  laden  with  skis  and  they 
want  to  know  where  the  bobsled  run 
is,  and  so  forth  and  so  on.  They  don't 
realize  they're  more  tired  than  they 
thought  they  were. 

"And  all  of  a  sudden  they  don't  get 
out  of  bed  until  10:30  or  11,  and  by 
then  it's  time  for  Bloodies.  And  then 
lunch  is  at  2,  and  they  don't  leave  the 
lunch  table  till  4,  and  then  it's  time 
for  a  nap.  And  then  it's  time  to  go  to 
the  pub  at  7  for  drinkies,  and  dinner's 
at  8.  And,  my  Lord,  after  a  good  rous- 
ing game  of  charades,  they're  exhaust- 
ed. There's  no  time  for  anything 
else." — K.M. 


No  artichoke  hearts 


I can  remember  driving  along  the 
freeway,"  says  Jeffrey  Walker,  "and 
working  up  the  nerve  to  tell  my  wife 
that  what  I  really  wanted  was  to  get 
out  of  business,  leave  our  four-bed- 
room house,  the  people  we'd  known, 
the  things  we'd  been  familiar  with — 
all  to  take  a  shot  at  being  Abraham 
walking  into  the  unknown.  The  idea 
scared  the  dickens  out  of  me." 

The  biblical  metaphor — God  lead- 
ing Abraham  from  his  homeland  to 
Canaan — is  especially  apt.  Walker, 
former  clothing  store  owner,  is  now 
the  Episcopal  rector  of  Houston's 
Palmer  Memorial  Church. 
As  it  turned  out,  he  says,  "The 


Father  Jeffrey  Walker  greeting  his  Houston  flock 
From  clothier  to  man  of  the  cloth. 


making  of  that  decision  was  the  most 
frightening  part.  The  rest  was  not 
hard  at  all."  Walker,  a  handsome  man 
of  38,  is  known  to  start  his  sermons 
by  telling  his  well-heeled  parishioners 
an  urbane  joke  and  to  wind  up  telling 
them  they  can  indeed  go  to  hell.  He 
had  worked  in  the  clothing  business 
since  he  was  14,  shortly  after  his  fa- 
ther, a  pipeline  worker,  died.  Twelve 
years  later  he  was  one-third  owner  of 
two  Houston  stores. 

"I  enjoyed  my  work,"  he  says,  "but 
I'd  begun  thinking  about  my  values 
and  what  kind  of  future  I  wanted  for 
my  family  [now  three  teenagers].  How 
much  good  was  I  doing?" 

Walker  and  his  wife  decided  to  han- 
dle their  scary  decision  by  telling 
themselves  they  could  turn  back  at 
each  step — the  first  being  to  sell  their 
house,  clearing  $15,000  to  put  Walker 
through  Sewanee,  Tenn.'s  University 
of  the  South,  an  Episcopal  school.  He 
had  qualms  at  first  about  settling  his 
family  into  a  converted  Air  Force  bar- 
racks where  the  wind  whistled 
through  the  floorboards.  He  breaks 
into  a  wry  smile.  "We  learned  that 
Hearty  Burgundy  is  a  wonderful  wine. 
Spam  is  edible.  You  can  live  without 
artichoke  hearts."  Taking  it  step  by 
step,  Walker  became  an  $8,200-a-year 
priest  in  1975.  Today  he  makes 
$26,000  before  taxes,  plus  housing, 
Social  Security  and  pension. 

He's  hardly  starry-eyed  about  the 
job:  "Being  a  priest  is  not  always  feel- 
ing as  cute  as  St.  Francis  of  Assisi  or 
looking  like  Barry  Fitzgerald  in  Going 
My  Way  We  spent  the  last  week  with  a 
family  whose  ten-year-old  child  had  a 
malignant  tumor  in  the  liver." 

Besides  the  emotional  demands, 
there  are  emotional  restraints.  "I  miss 
the  ability  to  go  out  anywhere  and 
just  be  me,  with  friends,"  he  says.  Nor 
has  it  been  easy  to  stifle  his  natural 


ambition.  "On  my  best  days,  all  I 
want  is  to  be  a  good  priest,"  he  ex- 
plains. "On  my  worst  days,  though,  I 
see  bishops  and  say,  'Gosh,  that  does 
look  attractive.'  " 

But  even  on  the  worst  days,  Walk- 
er says  he  has  no  regrets.  "People  ask 
me  when  I'm  the  most  'me,'  "  he 
says.  "It's  when  I'm  up  there  at  the 
altar  celebrating  the  Eucharist.  I 
could  never  see  myself  doing  any- 
thing else." — Toni  Mack 


Tis  a  puzzlement 


Before  the  Rolaids  incident  on  the 
Garden  State  Parkway,  Steve 
Richardson  appeared  headed  for  a  cor- 
ner office  in  a  skyscraper.  Instead,  at 
43,  he's  making  the  world's  most  dif- 
ficult jigsaw  puzzles. 


Puzzlemaker  Stet'e  Richardson 

No  commutes,  computers  or  crises. 

It  all  began  conventionally  enough. 
At  age  22  Richardson  started  an  M.B.  A. 
program  at  the  University  of  Michigan 
designed  to  turn  out  mathematics  and 
computer  science  whiz  kids.  At  25  he 
went  to  work  at  Foxboro  Corp.;  at  27  he 
went  to  American  Cyanamid;  three 


so 
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years  later  Arthur  Andersen  Co.  of- 
fered him  a  post  as  a  corporate  trouble- 
shooter,  and  he  accepted. 

That  is  where  things  started  to 
come  apart.  Richardson  and  his  wife 
and  two  children  lived  in  Ridgewood, 
N.J.,  about  25  miles  from  Andersen's 
Newark  office.  "That  meant  an  hour 
to  an  hour-and-a-half  drive  in  rush 
hours,"  Richardson  says.  "It  was  a 
shock  to  my  system  because  I  had 
never  really  commuted  before." 

He  soon  found  that  his  team's  proj- 
ects at  Andersen  were  of  the  "hit  and 
run"  variety.  "We  would  do  a  study 
and  make  recommendations,"  he  ex- 
plains, "but  they  usually  couldn't  af- 
ford to  have  us  around  to  implement 
them."  Twelve-hour  workdays  added 
to  his  woes,  as  did  fear  of  getting 
mugged  in  the  company  parking  lot. 

One  morning  in  1969,  while  driving 
along  the  Garden  State  Parkway,  the 
30-year-old  executive  "snapped,"  as 
he  puts  it.  "I  mean,  I  was  popping 
Rolaid  pills,  I  had  a  headache,  I  was  in 
a  big  traffic  jam  and  I  was  worried 
about  getting  to  work  on  time.  'Damn 
it,'  I  said,  'screw  this.  There  has  to  be  a 
better  way  to  live  one's  life.'  " 

Richardson  made  up  his  mind  that 
he  would  make  a  big  change  as  soon  as 
he  could.  The  time  came  when  he 
visited  his  wife's  parents  in  Norwich, 
Vt.  In  nearby  Hanover,  N.H.  was  a 
company,  Timeshare,  which  pro- 
cessed data  for  smaller  firms.  Time- 
share  offered  him  a  job,  which  he  took, 
despite  a  salary  lower  than  Andersen 
was  paying  him.  But  six  months  later 
Timeshare  laid  off  90%  of  its  recent 
hirees,  including  Richardson. 

He  borrowed  $25,000  from  relatives 
and  set  up  a  game-design  outfit  with 
another  former  Timeshare  employee, 
David  Tibbetts.  "We  were  novices,  but 
we  came  up  with  games  fairly  quick- 
ly— we  both  had  games  in  our  blood — 
and  they  worked  and  were  fun." 

Strategy  House  prospered,  but  the 
partners  eventually  decided  to  spin  off 
one  segment  of  their  business,  cus- 
tom-made wooden  jigsaw  puzzles. 
They  formed  Stave  Puzzles,  which  be- 
came Richardson's  baby. 

Stave  has  built  a  clientele  of  well- 
to-do  puzzle  fanatics  who  apparently 
enjoy  being  tortured  by  false  clues, 
rebuses,  hidden  designs,  irregular  out- 
lines and  secret  logogriphs.  A  Honolu- 
lu client  wrote  recently: 

Dear  Steve,  Carol,  Ann 

and  all  other  terrible,  abhorrent,  de- 
testable, odious,  appalling,  frightful,  terri- 
fying, horrific,  hideous,  revolting,  ghoul- 
ish, vile  characters  who  work  for  that 
infernal,  demonic,  fiendish,  bestial  com- 
pany called  Stave  Puzzles,  Inc. . . . 

Stave  operates  out  of  a  cramped, 


sky-lit  two-story  office  next  door  to 
Richardson's  house  in  Norwich,  with 
six  employees.  Output  is  between  400 
and  500  puzzles,  which  cost  from 
$165  to  $1,800  apiece. 

Says  Richardson,  "The  whole  con- 
cept is  not  to  make  a  million  dollars, 
because  you  never  do  that  in  a  craft 
business.  It's  just  to  provide  security 
and  stability  so  that  David  and  I  can 
continue  to  explore  and  develop  other 
creative  concepts." — K.M. 


Dad  would  be  proud 


Frank  Lautenberg  didn't  drop  out, 
but  he  did  pull  a  radical  switch  in 
careers  at  an  age  when  most  people 
are  contemplating  retirement.  Lau- 
tenberg is  the  son  of  an  immigrant 
silk  mill  worker  and  was  born  58 
years  ago  in  Paterson,  N.J.  He  used  his 
G.I.  Bill  after  World  War  II  to  get  a 
business  degree  from  Columbia  and 
quickly  put  it  to  use,  founding  Auto- 


New  fersey  Senator  Frank  Lautenberg 
The  chairman  needed  a  challenge. 


matic  Data  Processing  (ADP)  in  1952, 
with  two  partners.  Started  on  a  shoe- 
string, ADP  is  now  a  leading  comput- 
er services  firm  with  revenues  climb- 
ing toward  the  $700  million  mark. 
The  driven  son  of  near-poverty  finds 
himself  worth  $8  million.  Time  to 
slow  down  and  enjoy  things?  Not  for 
Frank  Lautenberg.  For  him  it's  time  to 
launch  an  entirely  new  career.  Last 
year  he  spent  $3.4  million  to  break 
into  politics.  With  neither  political 
experience  nor  a  previously  known 
name,  he  beat  the  veteran  and  popular 
Millicent  Fenwick  for  a  U.S.  Senate 


seat  in  one  of  the  most  expensive 
campaigns  in  U.S.  history. 

The  junior  senator  from  New  Jersey 
is  taking  a  $400,000-a-year  pay  cut  to 
go  to  Washington.  Why  in  the  name  of 
capitalism  would  a  successful  busi- 
nessman opt  for  politics?  Lauten- 
berg's  answer  is  obviously  a  political 
one:  "I  said  to  myself,  'Frank,  you 
have  very  good  experience,  you  under- 
stand something  about  job  creation, 
about  management;  you  sound  like 
someone  who  ought  to  be  serving  in 
government.  The  question  is,  do  you 
have  the  courage?'  " 

He  has  the  courage,  all  right.  But  he 
also  has  a  powerful  ego  and  drive  that 
simply  needed  a  new  challenge,  and 
he  gives  a  glimpse  of  a  more  profound 
motivation.  Like  many  sons  of  immi- 
grants, Lautenberg  appreciates  the 
sacrifices  of  forebears  that  made  it 
possible  for  him  to  get  where  he  is. 
His  father's  early  death — of  cancer  at 
age  43 — haunted  Lautenberg;  when  he 
himself  reached  that  age,  he  founded  a 
cancer  research  institute  in  his  fa- 
ther's name. 

"My  father  died  a  very  young  man, 
and  it  was  a  painful  experience  that 
lived  on  in  my  memory,"  he  recalls. 
He  vowed  that  if  he  ever  had  the 
means  he  would  do  something  to  pre- 
vent other  people  from  suffering  as  his 
father  did. 

Politicians  are  politicians,  but  one 
gets  the  sense  that  Lautenberg  really 
wants  to  do  things  for  the  country  and 
the  state  that  did  so  much  for  him. 
But  what  made  him  think  he  could  do 
as  well  in  politics  as  he  did  in  busi- 
ness? The  ego  again.  Specifically,  Lau- 
tenberg credits  his  involvement  in 
philanthropy,  especially  as  chairman 
of  the  United  Jewish  Appeal  (from 
1975  through  1977).  He  calls  it  "the 
bridge  to  this  public  life."  He  ex- 
plains: "I  did  a  lot  of  speech-making 
and  persuading  people  to  give,  and  it 
taught  me  something  about  what  peo- 
ple could  accomplish." 

Okay,  but  a  Senate  seat  the  first 
time  around?  Lautenberg:  "If  I  was 
going  to  try,  it  had  to  be  an  important 
enough  office,  where  I  could  make  a 
difference,  where  one  voice  can  be 
loud  enough." 

But  he  admits  to  swallowing  hard 
before  joining  the  race.  "You  could 
lose,  and  in  the  process  lose  a  lot  of 
self-esteem.  You  can  be  reminded  of 
your  faults  in  a  very  public  way.  It 
was  a  big  gamble  for  me.  One  of  the 
things  you  never  know  beforehand  is 
how  you  are  going  to  respond  in  the 
glare  of  that  public  limelight.  For 
someone  used  to  giving  orders  to  sud- 
denly be  in  a  position  where  you  have 
to  keep  smiling  even  if  it  is  painful  is 
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Our  new  information  processor  is  so  advanced,  everybody  can  us 


And  everybody  will .  For  not  only  is  it  a  fully  fea- 
tured word  processor.  It's  also  a  powerful  computer 
that  can  handle  a  balance  sheet,  an  engineering 
calculation,  or  an  investment  analysis  as  easily  and 
quickly  as  routine  correspondence  or  reports. 

Yet  with  all  this  capability,  it 's  one  machine 
that's  simple  to  understand  and  easy  to  use, 
because  it's  designed  around  the  needs  of  people, 
not  other  machines. 

Engineers  call  this  "ergonomics."  Operating 
instructions  are  in  plain  English,  and  computer 


novices  are  helped  along  in  a  friendly  and  forgiv 
way.  The  physical  details  have  been  worked  out 
reduce  fatigue.  A. green  phosphor  screen  with 
extra-large  characters  reduces  eyestrain,  while  it 
swivels  and  tilts  to  reduce  neck  strain.  The 
keyboard  adjusts  to  the  forearm  and  wrist,  and 
individual  keys  are  sculpted  to  match  the  contou 
of  the  fingers. 

Of  course,  products  like  this  can  only  grow 
out  of  long  experience  in  both  data  and  word 
processing.  Our  Raytheon  Data  Systems  Compa 


ies  on  both  counts.  More  than  175,000 
eon  intelligent  computer  terminals  are  in 
naking  us  the  nation's  largest  independent 
ier.  And  we  have  for  many  years  produced 
processors  that  are  used  today  in  virtually 
type  of  business,  speeding  paperwork  and 
ning  the  clerical  load. 

t  all  adds  up  to  a  solid  position  for  Raytheon 
fast-emerging  market  for  integrated  office 
ns,  a  market  that  is  expected  to  exceed 
llion  within  five  years. 


Raytheon ...  a  five  and  a  half  billion  dollar 
company  in  electronics,  aviation,  appliances, 
energy,  construction,  and  publishing.  For  copies  of 
our  latest  financial  reports,  please  write  Raytheon 
Company,  Public  Relations,  141  Spring  Street, 
Lexington,  MA  02173. 


Personal 
Affairs 


quite  a  transition." 

Now  that  it's  over,  what  do  his 
business  friends  say?  "I  can't  tell  you 
how  many  businessmen  have  said  to 
me,  'I  wish  I  had  the  courage  to  do 
what  you  did.'  " 

It  did  take  a  lot  of  courage.  But  then, 
starting  off  on  a  new  path  always 
does. — Jon  Schriber 


Up,  out,  and  up 


Memorial  Day  has  had  a  special 
significance  for  James  Kennedy 
ever  since  1958.  On  the  eve  of  that 
holiday  he  was  fired  for  the  first  time 
in  his  life.  He  was  34  and  the  father  of 
five  children.  "My  wife  and  I  sat  down 
and  tried  to  figure  out  how  long  we 
could  go  with  the  savings  we  had.  We 
figured  we  could  last  six  months  be- 
fore having  to  call  on  relatives." 

He  had  started  his  career  seven 
years  earlier  as  a  reporter  for  McGraw- 
Hill's  Textile  World.  He  quickly  rose  to 
managing  editor,  and  after  three  and  a 
half  years  he  left  the  magazine  to  join 
Bruce  Payne  &  Associates,  a  manage- 
ment consulting  firm  based  in  West- 
port,  Conn.  He  became  director  of 
communications,  a  post  he  held  until 
his  firing. 

Kennedy  had  thought  of  going  into 
business  as  a  freelance  PR  rep  for  con- 
sulting firms.  Now  that  he  had  a 
chance  to  do  it,  the  idea  frightened 
him.  But  he  gave  it  a  shot. 

Things  immediately  began  falling 
back  into  place.  Kennedy  got  a  $500 
assignment  to  produce  a  brochure  for 
an  executive  recruitment  firm,  and 
other  new  clients  came  through  with 
work.  "The  first  month  I  was  in  busi- 
ness on  my  own  I  made  $50  less  than 
I'd  made  the  month  before,"  he  says. 
He  avoided  the  unemployment  line 
and  the  awkward  calls  to  in-laws. 

By  1970  he  was  earning  about 
$30,000  a  year  from  his  PR  business. 
He  shuttled  between  his  office  in  his 
Westport  home  and  an  office  in  New 
York.  He  had  also  bought  a  country 
place  in  Fitzwilliam,  N.H. 

Emboldened  by  his  success  as  a  lone 
operator,  he  decided  to  gamble  once 
more.  "On  Easter  Sunday  of  1970  I  sat 
with  my  wife  on  the  back  stoop  here 
in  Fitzwilliam  and  we  made  some  im- 
portant decisions,"  he  recalls.  "One, 


we  were  going  to  move  up  here  right 
away  and  have  the  kids  in  school  by 
fall.  Two,  I  was  going  to  change  my 
business  from  PR  to  writing  a  news- 
letter, which  I  could  publish  from 
here.  Three,  I  would  immediately 
raise  my  rates  as  a  PR  man." 

Kennedy  launched  his  new  ven- 
ture by  sending  sample  copies  of  his 
newsletter  to  15,000  names  on  the 
mailing  list  of  a  management  consul- 
tants trade  association.  Five  hundred 
of  them  subscribed  immediately. 
Kennedy  winces  as  he  looks  at  a 
copy  of  the  first  newsletter — on 
which  he  had  forgotten  to  put  the 
date.  In  1980  he  started  a  second 
newsletter,  for  executive  recruiters. 
The  newsletters  led  to  speaking  en- 
gagements, for  which  he  commands 
up  to  $1,000  per  shot. 

Kennedy  is  circumspect  about  his 
income,  saying  only  that  the  news- 
letters' combined  circulation  ap- 
proaches 5,000  (subscriptions  are  $66 
and  $54).  But  a  look  at  his  new  two- 
story  office — solar-heated  and 
equipped  with  a  kitchen — indicates 


James  Kennedy  at  the  office 


Getting  fired  made  it  possible. 


that  he's  managing  nicely. 

Of  his  seven  children,  six  live  with- 
in a  few  miles  of  home,  a  two-cen- 
tury-old five-bedroom  colonial  across 
the  street  from  the  office.  Three  of  his 
four  grandchildren  attend  a  day-care 
center  run  by  his  wife,  Sheila,  and  two 
of  his  children  work  in  his  office. 
"The  money  just  goes  around  in  a 
circle,"  he  says. 

Kennedy,  who  remembers  himself 
as  "a  full  member  of  the  team"  at 
both  McGraw-Hill  and  Bruce  Payne, 
says  that  getting  fired  was  the  best 
thing  that  ever  happened  to  him.  "I 
probably  never  would  have  had  the 
guts  to  go  out  on  my  own  if  I  hadn't 
been  kicked." — K.M. 


The  lure  of  the  grape 


The  wine-producing  districts  north 
of  San  Francisco  attract  hundreds 
of  thousands  of  tourists  each  year. 
They  drive  through  the  gently  rolling 
countryside  and  ogle  the  winery  es- 
tates that  range  from  towered  and  tur- 
reted  chateaux  to  mission-style  haci- 
endas. But  after  drinking  in  the  scen- 
ery and  sipping  some  Chardonnay, 
the  visitors  depart,  most  wistfully. 

But  Donn  Chappellet,  51,  didn't 
leave.  Neither  did  Tom  Jordan,  47. 
Chappellet  is  a  former  senior  vice 
president  and  director  of  the  food  ser- 
vice giant  Interstate  United  Corp.  Jor- 
dan used  to  run  Trend  Exploration,  a 
Denver-based  oil  firm.  They  were  se- 
duced by  the  land,  the  grape,  the  way 
of  life  and  the  glamour.  Petroleum 
and  fast  foods  just  cannot  compare  to 
Cabernet  and  Chenin  Blanc. 

In  the  huge  room  at  the  Chappellet 
Vineyards  where  recent  vintages  are 
stored  in  several  hundred  wooden  bar- 
rels, Chappellet  describes  his  oper- 
ation. "We  make  four  kinds  of  wines, 
a  red  and  three  whites,"  he  says.  "The 
red  is  a  Cabernet  and  the  whites  are 
Chardonnay,  Chenin  Blanc  and  Jo- 
hannesburg Riesling.  We  produce 
about  25,000  cases  a  year.  Most  of 
that  is  Chenin  Blanc  and  Cabernet." 

He  climbs  a  long  flight  of  steps  lead- 
ing to  a  sort  of  sky-lit  living  room.  At 
one  end  is  a  sliding  door  that  opens 
onto  a  terrace  overlooking  his  vine- 
yard. The  vista  includes  hills  and  lots 
of  blue  sky,  a  lake  in  the  middle  dis- 
tance, a  small  town  on  the  far  shore. 

"We  bought  this  property  and 
moved  here  in  1967,  and  built  the 
winery  in  1969.  I  don't  keep  an  accu- 
rate figure  in  my  head,  but  I  figure  I've 
got  several  million  invested  in  this 
property." 

Chappellet,  a  big  man  with  a  gray- 
black  beard,  lends  dignity  to  corporeal 
heft  in  the  Orson  Welles  mold.  In  the 
Fifties  and  early  Sixties,  Chappellet 
would  climb  into  a  car  each  morning 
and  fight  his  way  to  work  on  the  Los 
Angeles  freeways.  The  company 
where  he  spent  his  first  career  began 
as  a  tiny  food  service  firm,  which  he 
and  a  partner  founded  in  1954.  The 
operation  began  with  vending  ma- 
chines and  industrial  coffee  lines,  and 
grew  to  encompass  hospital  food  ser- 
vices and  the  Brass  Rail  restaurant 
chain  in  New  York  City,  among  other 
things.  By  1964  the  outfit,  which  had 
come  to  be  known  as  Interstate  Unit- 
ed Corp.,  was  a  $125  million  (sales) 
concern  employing  8,000.  Chappellet 
found  that  his  entrepreneurial  enthu- 
siasm was  ebbing,  and  he  quit. 
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"It  was  no  longer  enjoyable  the  way 
it  was  in  earlier  stages,"  he  explains. 
"It  had  gotten  to  be  one  problem  after 
another.  The  competition  was  getting 
fierce  and  there  were  always  union 
problems.  I  decided  I  wanted  to  make 
a  major  change.  I  wanted  to  get  out  of 
Los  Angeles,  away  from  the  traffic, 
the  smog,  the  rat  race." 


relle,"  he  explains.  "These  taste  tre- 
mendous. They've  been  turning  up  all 
over  the  place  this  year.  I  discovered 
this  little  patch  yesterday  and  I'm 
keeping  it  a  secret.  Tonight  or  tomor- 
row I'll  cook  up  a  big  batch,  saute  it 
with  butter  and  sour  cream  and  pour 
it  over  toast.  Serve  it  with  a  bottle  of 
Chenin  Blanc.  Excellent!" 


Donn  Chappellet  sai'ors  the  Chenin  Blanc  that  bears  his  name 
From  feeding  the  masses  to  pampering  the  discriminating. 


Chappellet  had  grown  up  in  Los  An- 
geles and  could  see  some  benefits  in 
raising  his  children  in  other  than  a 
big-city  environment.  He  spent  a  year 
looking  at  cattle  ranches,  but  con- 
cluded he  wasn't  cut  out  to  run  one. 

Having  long  been  an  oenophile,  he 
turned  his  attention  to  winemaking 
as  a  possible  livelihood.  American 
wine-consumption  trends  looked 
good  then,  as  they  do  now.  He  looked 
in  the  Napa  Valley  and  saw  few  risks: 
Good  wines  were  being  produced 
there  by  just  a  few  growers.  For  two 
years  he  searched  for  a  hillside  proper- 
ty, believing  "grapes  turn  out  better 
after  a  certain  amount  of  struggle." 

Chappellet  bought  the  property  in 
1967,  at  36,  with  money  that  came 
from  sale  of  his  Interstate  United 
stock.  He  oversees  the  entire  oper- 
ation and  tends  to  the  marketing  and 
strategic  planning. 

"I'm  working  about  as  hard  as  I  did 
in  my  previous  job,"  he  says.  "I  gave 
that  everything  I  had  and  I'm  giving 
this  everything  I  have.  The  decisions  I 
face  now  are  just  as  big  and  important 
to  my  success  as  the  ones  I  used  to 
face.  But  the  pace  is  far  less  hectic." 

Driving  a  guest  around  the  proper- 
ty, he  suddenly  stops  his  white  pickup 
truck  and  gets  out  to  pick  something. 
He  gets  back  in,  carrying  an  orange, 
flat-topped    mushroom.  "Chante- 


cession  of  wildcatting  triumphs,  he 
began  looking  into  such  a  purchase. 

But  he  soon  discovered  that  the 
French  consider  their  vineyards  a  na- 
tional treasure  and  seldom  sell  them 
to  outsiders.  In  1971,  after  tasting  a 
particularly  impressive  U.S.  vintage, 
he  looked  in  California.  The  follow- 
ing year,  at  age  37,  he  bought  a  plot  in 
the  rolling  hills  above  Healdsburg,  in 
the  Alexander  Valley  in  Sonoma 
County.  In  1984  the  winery  should 
reach  full  production — 40,000  cases  of 
Cabernet  and  25,000  of  Chardonnay. 

U.S.  wine  connoisseurs  have  ap- 
plauded Jordan  Winery's  vintages  (one 
called  his  1976  Cabernet  "probably 
the  best  buy  in  red  wine  in  the 
world"). 

The  winery  itself  has  been  de- 
scribed as  one  of  the  most  spectacular 
in  North  America,  a  chateau  of  yellow 
stucco  with  a  gravel  courtyard,  red 
tile  floors  and  a  terra-cotta  roof  that 
looks  out  over  the  Alexander  Valley. 

Seated  near  a  blazing  fire  in  one  of 
the  suites,  enjoying  a  cigar,  Jordan 
explains  why  his  coming  here  wasn't 
an  act  of  dropping  out.  After  all,  he 
points  out,  he  still  spends  a  lot  of  his 
time  running  Jordan  Oil  &  Gas. 

Says  the  Forbes  Four  Hundred  list- 
ee,  a  trained  lawyer  and  geologist,  "I 
had  a  period  in  my  life  when  it  was 


Oilman  Tom  Jordan  samples  another  of  the  earth's  riches 
Decelerating  from  geology  to  oenology . 


Tlom  Jordan's  entrance  into  the 
winemaking  business  was  more  a 
"deceleration,"  as  he  puts  it,  than  a 
dropping  out.  From  1966  until  1974, 
when  he  sold  it,  he  had  been  managing 
Trend  Exploration,  a  Denver-based 
firm  that  drilled  for  oil  all  over  the 
world.  A  Francophile,  he  had  long  nur- 
tured a  dream  of  making  great  wine  in 
France.  In  the  late  Sixties,  after  a  suc- 


fun  to  be  places  like  London  and  Sin- 
gapore and  Sydney.  Now  it's  fun  to  be 
here  and  be  a  country  vintner. 

"There's  a  certain  romance  and 
charm  about  the  wine  country.  People 
like  to  come  here.  It's  sort  of  like 
running  a  salon,  in  the  19th-century 
sense.  It's  a  dull  evening  if  we  don't 
have  at  least  one  Nobel  laureate  for 
dinner."— K.M. 
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Faces 

Behind  The  Figures 


Houston  real  estate  developer  Kenneth  Schnitzer 
In  the  heart  of  oil  country,  a  space  glut. 


Edifice  complexes 

As  Houston's  skyline  filled  in  over 
the  past  booming  decade,  two  home- 
town developers,  Kenneth  Schnitzer 
and  Gerald  Hines,  took  particular 
pleasure  in  one-upping  each  other  for 
prestige. 

Hines  took  the  lead  early  with  his 
trapezoidal,  architecturally  hailed 
Pennzoil  Place  and,  more  recently, 
with  his  75-story  Texas  Commerce 
Tower,  the  eighth-tallest  building  in 
the  country.  Then,  last  fall,  Schnitzer 
announced  plans  to  top  Hines  with  a 
dramatic,  82-story  obelisk  that  would 
be  the  U.S.'  third-tallest  building. 
Says  Schnitzer:  "It  gets  your  heart 
beating." 

There  is,  however,  a  considerable 
obstacle  in  Schnitzer's  path.  He  has 
yet  to  get  financing  for  his  $400  mil- 
lion beauty,  and  downtown  Houston, 
meanwhile,  is  awash  in  unrented  of- 
fice space.  One  real  estate  expert  esti- 
mates that  there  is  a  five-year  supply 
of  rentable  space  and  notes  that  the 
annual  rent  for  new  downtown  space 
is  at  $21  per  square  foot  and  falling. 

Of  the  city's  140  million  square  feet 
of  office  space,  moreover,  40%  is  oc- 
cupied by  energy  companies — not  to 
mention  energy-related  companies 
such  as  law  firms  and  employment 
agencies — few  of  which  have  been  ex- 
pansion-minded lately. 

Schnitzer  sounds  undaunted  by  all 
this.  By  the  time  his  building  opens  in 
1987,  he  contends,  Houston  will  be 
over  its  office  glut  and  he  will  be 
getting  $30  to  $40  per  square  foot  for 
his  space.  Houston's  Southwest  Bank- 


shares  (assets,  $6.4  billion),  which 
owns  the  land  on  which  the  building 
will  stand,  will  help  out,  too,  not  only 
with  financing  but  also  by  occupying 
perhaps  250,000  of  the  tower's  2  mil- 
lion square  feet  of  rentable  space.  "We 
hope  to  be  40%  preleased  before  we 
start  building  six  months  from  now," 
he  says. 

Self-doubt  has  never  been  a  prob- 
lem to  Schnitzer.  At  age  23  he  left  his 
family's  paper  distribution  business — 
"It  wasn't  challenging" — to  build  a 
three-story  office  building  on  credit 


Edited  by  Barbara  Ettorre 

from  an  obliging  Houston  bank.  Now 
53,  and  13  million  square  feet  of  rent- 
able space  later,  Schnitzer  remains 
cool  and  confident.  "If  a  developer 
doesn't  believe  in  his  product  and  his 
market,"  he  says,  "he's  not  going  to 
survive." — Toni  Mack 


The  liquidator 

It  is  an  ill  wind  indeed  that  doesn't 
blow  some  good  in  Sam  Nassi's  direc- 
tion. Nassi,  61,  runs  one  of  the  biggest 
liquidation  firms  in  the  country, 
building  his  fortune  on  the  misfor- 
tunes of  such  as  Korvette's,  Food  Fair, 
Franklin  Simon  and  W.T.  Grant  Co. 
By  Nassi's  own  reckoning,  his  Beverly 
Hills,  Calif,  firm,  Sam  Nassi  Co.,  has 
been  involved  in  80%  of  the  consum- 
er product  liquidations  in  the  past  six 
years.  During  that  time,  he  says,  he 
has  liquidated  $3  billion  in  goods. 

The  calamity  at  hand  these  days  is 
2,500  DeLorean  cars — 1,400  already 
in  the  U.S.,  another  1,100  to  follow — 
that  Nassi  hopes  to  unload  to  auto 
dealers  for  cash  in  advance.  How  is  he 
faring?  "At  this  point,  we  have  about 
20  cars  left  from  the  original  lot  of 
1,400,"  says  Nassi.  Last  fall  Nassi  and 


Liquidator  Sam  Nassi 

Happily,  no  end  to  bad  news. 
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two  other  equal  partners,  Consolidat- 
ed International  of  Ohio  and  Jerome 
Schottenstein,  an  Ohio  retailer  and 
liquidator,  paid  Bank  of  America  a 
reported  $18  million  in  outstanding 
export-financing  loans  in  exchange 
for  the  1,400  DeLorean  cars  that  the 
bank  had  seized.  The  threesome  paid 
about  $12,000  per  car.  They  are  sell- 
ing them  for  $17,000  (1981  models) 
and  $19,500  (1982  models)  to  several 
hundred  dealers.  That's  less  than  De- 
Lorean Motors  charged  dealers,  says 
Nassi.  They  also  bought  1,100  cars 
from  the  receiver  in  Belfast,  at 
$15,000-plus  per  car,  to  be  sold  for 
$23,000.  "The  '83  models.  Probably 
the  best  of  the  entire  production," 
says  Nassi.  "We  should  start  selling 
those  this  month." 

The  partners  sold  the  cars  to  deal- 
ers, Nassi  notes,  so  warranties  would 
remain  in  effect  for  customers.  In  De- 
cember they  decided  not  to  exercise 
an  option  on  the  DeLorean  assembly 
line  in  Belfast  to  continue  production. 
(It  would  have  been  about  25  cars  per 
month,  he  says.) 

Nassi  will  purchase  inventory  out- 
right, as  he  did  in  1975  as  sole  liquida- 
tor of  $600  million  in  W.T.  Grant 
merchandise,  or  he  will  act  as  "liqui- 
dator consultant"  to  a  company  run- 
ning its  own  liquidation,  as  in  the 
case  of  the  closing  of  336  Woolco 
stores  last  November.  He  much  pre- 
fers to  go  it  alone  and  turn  around 
quickly.  In  the  W.T.  Grant  deal,  he 
netted  $6.7  million  in  just  five  weeks. 

He  got  started  as  a  liquidator  in 
1972,  when,  as  an  executive  at  Inter- 
state Department  Stores,  Nassi  assist- 
ed in  that  chain's  closing  of  36  West 
Coast  stores.  He  has  been  in  the  game 
ever  since  and  has  no  doubt  that  he 
will  stay  busy  come  what  may — even 
a  healthy  economic  recovery.  "For  in- 
stance, the  consumer  electronics 
business — stereos  and  auto  stereos — 
has  seen  its  best  day,"  he  says 
smoothly.  Even  the  computer  busi- 
ness, he  thinks,  will  start  to  see  satu- 
ration problems  in  the  future.  "There 
is  much  overexpansion,  without 
rhyme  or  reason,  in  retailing." — B.E. 

Secret  stuff 

The  broad  injunction  IBM  won  in  No- 
vember against  two  ex-workers  ac- 
cused of  theft  of  trade  secrets  is  the 
best  known,  but  by  no  means  the 
only,  example  of  a  major  company's 
fighting  hard  to  preserve  a  proprietary 
edge.  Roger  Milgrim,  a  New  York  law- 
yer and  a  specialist  in  such  matters, 
estimates  that  in  the  past  few  years 
there  has  been  a  sharp  rise  in  the 
number  of  trade-secret  lawsuits.  They 


are  up  at  least  50%,  he  says,  and  may 
even  have  doubled. 

Contrary  to  popular  notions,  Mil- 
grim  says,  trade  secrets  are  not  solely 
a  matter  of  chemical  formulas  or 
mathematical  equations.  "Major  mar- 
keting and  consumer  products  com- 
panies have  valuable  information  on 
product  development  that  isn't  tech- 
nological," says  Milgrim,  45,  and 
that's  where  much  litigation  arises. 

The  data  that  companies  compile 
on  their  customers  are  particularly 
useful  and,  therefore,  sensitive. 
"You'd  be  astonished  at  how  quickly 
you  cross  the  line — which  people  at  a 
company  have  buying  power,  what 
their  budget  is,  what  special  terms 
and  conditions  they  want,"  he  says. 


ing  the  trade  secrets  of  former  em- 
ployers. After  all,  who  wants  to  be 
hauled  into  court  for  using  trade 
secrets  that  you  never  wanted  in  the 
first  place?— Janet  Bamford 

Citibank's  edge? 

In  their  effort  to  ensure  a  level  playing 
field  in  the  competition  for  savings, 
regulators  may  inadvertently  have 
equipped  Citicorp  with  steel-tipped 
boots.  Citi's  potential  advantage 
stems  from  its  lead  in  electronic 
banking.  Some  small  print  in  the  rules 
governing  the  new  money  market  ac- 
counts that  thrifts  and  commercial 
banks  have  been  rushing  into  has  ap- 
parently given  a  useful  marketing 


Attorney  Roger  Milgrim 

More  at  stake  than  just  chemical  formulas  or  mathematical  equations. 


"All  of  that  can  often  legitimately  be 
regarded  as  trade  secrets.  If,  for  exam- 
ple, you  can  walk  out  of  a  large  insur- 
ance brokerage  firm  with  the  100  best 
customers  and  know  their  policies  are 
coming  up  in  two  months  or  four 
months,  that's  valuable." 

How  can  businesses  prevent  trade 
secrets  from  being  taken  in  the  first 
place?  Milgrim,  who  wrote  a  standard 
text  on  the  subject  in  the  late  Sixties 
and  who  has  advised  such  clients  as 
IBM,  Clark  Equipment  and  Koppers 
on  the  matter,  favors  the  use  of  em- 
ployment agreements  (to  make  work- 
ers aware  of  policies)  and  the  limiting 
of  access  to  information.  Agreements 
are  also  possible  to  prevent  departing 
employees  from  engaging  in  competi- 
tive activities  for  "a  reasonable 
amount  of  time." 

Employers  should  also  take  care, 
Milgrim  says,  to  prevent  new  em- 
ployees from  inadvertently  disclos- 


edge  to  banks  with  automatic  teller 
machines  (ATMs). 

Citicorp  Vice  President  William 
Heron,  who  heads  Citi's  retail  bank- 
ing division  in  New  York,  points  out 
that  in  most  cases  depositors  in  the 
new  money  market  account  are  limit- 
ed by  law  to  only  three  checks  a 
month  and  three  transfers.  (The  rules 
were  laid  down  by  Congress,  and  they 
mean  that  the  accounts  qualify  as 
M2 — savings  account  money — for 
monetary  policy  purposes.)  But  trans- 
fers made  by  ATM  are  exempted — so 
a  customer  can  switch  money  that 
way  as  often  as  he  or  she  wants  from 
the  new  account  into  a  checking  ac- 
count, where  access  is  unlimited  . 

That  ATM  loophole  is  why  Heron 
reckons  he  is  sitting  pretty.  Citi,  he 
points  out,  now  has  540  ATMs  in 
New  York — more  than  the  rest  of  the 
New  York  banking  industry  com- 
bined. "All  our  research  shows  that 
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How  The  Hartford  h 

"Our  Claims  know-ho^ 
loss  from  turning  into 


Claude  Glaser,  Senior  Vice  President, 
Claims  Department,  explains  how  The 
Hartford's  fast,  expert  Claim  service 
can  minimize  the  size  of  a  loss  and  cut 
insurance  costs. 

Q.  How  can  The  Hartford's  Claims  capability 
help  reduce  a  company's  insurance  costs? 

A.  The  lower  a  company's  losses,  the  lower  its 


insurance  premiums.  That's  the  bottom  line. 
The  Hartford,  we  have  an  impressive  track  i 
for  minimizing  losses.  One  example  involve 
explosion  at  a  California  oil  refinery  insurec 
A  corrosive  oily  substance  spewed  into  the 
covered  some  2,000  automobiles.  If  it  wasn 
moved  quickly,  all  2,000  cars  would  have  n 
repainting  at  a  cost  of  $500  each-a  potenti 
million-dollar  loss. 

Our  Claims  people  responded  quickly  ar 
decisively.  They  had  the  substance  analyzec 


ice  insurance  costs. 


>jjta*170,000 

lillion-dollar  loss/' 


zed  its  immediate  removal  with  a  special 
g  process.  The  cost?  Just  $85  per  car  for  a 
$170,000- less  than  one  fifth  the  loss  that 
lave  resulted  from  routine  claims  handling, 
nimized  the  impact  of  the  loss  on  the 
;  premiums. 

1  your  responsive  Claims  service  help  get 
k  into  business  quickly  following  a  loss? 

initely.  And  when  a  real  need  exists,  we  can 
Ivance  a  claimant  funds  before  the  final 
)f  damages  has  been  determined.  That's  what 
after  several  greenhouses  insured  by  us  in  the 
st  were  damaged  by  a  severe  windstorm.  We 
Dn-the-spot  analysis  of  the  damage  and  made 
intial  partial  payment  that  enabled  the  nur- 
begin  repair  work  right  away.  It  not  only  put 
ack  in  business  sooner,  but  helped  prevent 
damage  to  their  stock. 

ly  is  The  Hartford  able  to  respond  to  a  claim 
uickly  and  effectively  than  other  insurers? 

ike  many  insurance  companies,  we  handle 
i9%  of  our  claims  with  our  own  staff.  We  have 
0  fully  automated  Claims  offices  and  some 
!laims  professionals-including  experts  in  a 
nge  of  specialized  loss  areas-who  are  trained 
itivated  to  resolve  claims  quickly  and  fairly. 
?ed  and  quality  of  our  claims  service  get  high 
rom  agents,  insureds  and  claimants  alike.  And 
10  add-on  charge  for  outside  claims  service. 

w  can  effective  rehabilitation  cut 
ice  costs? 

n  speed  up  the  return  of  injured  employees 
uctive  work.  In  a  recent  case,  a  heavy- 


equipment  operator  suffered  a  severe  back  injury 
which  prevented  him  from  returning  to  his  job.  We 
arranged  for  his  medical  treatment  and  also  coordi- 
nated and  helped  finance  his  retraining  as  a  meat- 
cutter.  We  even  advanced  him  funds  to  open  his 
own  retail  butcher  shop.  He  became  productive  and 
self-sufficient  once  again.  And  our  insured  was 
spared  the  negative  impact  that  some  $300,000  in 
anticipated  disability  payments  would  have  had 
on  its  premiums. 

We  also  accelerate  rehabilitation  through  our 
countrywide  staff  of  Health  Service  Representatives- 
registered  nurses  who  work  full-time  for  the  medical, 
social,  psychological  and  vocational  rehabilitation  of 
claimants. 

Q.  Can  I  use  The  Hartford's  Claims  expertise 
even  if  I  self  insure? 

A.  Sure.  Through  our  subsidiary,  Hartford  Specialty, 
we  can  provide  you  with  any  level  of  claims  service 
you  need,  independently  of  insurance  coverages. 
We're  currently  providing  "unbundled"  claims  ser- 
vice to  some  of  the  country's  largest  corporations. 

Q.  How  can  I  put  The  Hartford's  Claims  capability 
to  work  for  my  company's  benefit? 

A.  Just  contact  an  independent  agent 
who  represents  The  Hartford. 

Don't  make  a  decision  on  any  business  insurance 
without  a  quote  from  The  Hartford. 
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Let  us  protect  your  world,  the  hartford 


The  Hartford  Insurance  Croup,  Hartford,  Connecticut  061 15 


Faces 

Behind  the  Figures 


although  people  may  not  often  need 
instant  access  to  their  savings,"  he 
says,  "they  like  to  know  they  will 
have  it  if  they  need  it." 

Not  everything  is  going  Citibank's 
way.  In  a  late  amendment  to  the  rules, 
regulators  at  Depository  Institutions 


fraud  or  bad  debt  and  our  customers' 
demand  for  ATMs  keeps  outpacing 
projections." — Eamonn  Fingleton 

Minding  the  stores 

In  1982,  five  years  after  he  opened  his 
first  store  in  America,  a  spacious  du- 
plex layout  in  New  York's  .Citicorp 
Center,  Terence  Conran  has  seen  the 
U.S.  chain  of  his  British-based  home 
furnishings  and  design  stores  break 
into  the  black  at  last.  Along  the  way, 
he  has  learned  some  hard  lessons  as 
the  U.S. -Conran  chain  expanded  to 
seven.  He  found  that  America  is 


Citicorp  Vice  President  William  Heron 
A  loophole  spelled  ATM. 


much  more  promotion-minded  thai 
Europe — a  "goodly  proportion"  c 
merchandise  must  always  be  on  sale 
Moreover,  he  found  he  had  to  spen 
more  on  advertising  here.  "We  wer 
fairly  laid  back  in  the  early  days,"  say 
Conran. 

Conran's  seven  stores  currently  d 
$25  million  in  sales,  a  minor  presenc 
in  his  $500  million  network  of  5 
Habitat  home  furnishings  stores  i 
Europe  and  his  425  Mothercare  mi 
ternity  and  children's  wear  shops  i 
the  U.S.  and  abroad.  He  remains  corr 
mitted  to  the  U.S.,  but  in  a  more  me< 
sured  way.  "Back  in  1977  I  said  we' 
have  25  stores  in  America  by  198! 
I'm  more  cautious  now." 

Last  month  Conran  opened  hi 
eighth  store — and  the  second  of  hi 
design  stores  in  New  York — at  Astc 
Place  in  the  East  Village,  an  area  ( 
students,  converted  lofts,  mode; 
apartment  buildings  and  off-Broa< 
way  theaters.  That  location,  decidec 
ly  downscale  compared  with  th 
glamour  of  Citicorp  Center  in  mic 
town,  reflects  another  lesson  learne 
and  confirmed. 

Conran  made  his  mark  with  chii 
inexpensive  and  casual  furnishing 
that  are  at  odds  with  the  distressei 
wood,  fake-antique  look  favored  b 
older  generations.  The  new  style,  h 
says,  is  even  more  relevant  toda" 
"What  we're  doing  has  a  lot  to  do  wit 
social  change.  With  the  rising  divorc 
rate  and  the  rise  in  people  living  alon 
our  furniture  is  very  suitable  for  peop 
who  cannot  spend  a  lot  of  money  • 
who  are  starting  over." — B.E. 


Deregulations  Committee  last  month 
decided  to  allow  banks  to  provide  a 
high-interest  account  with  unlimited 
checking.  That,  presumably,  would 
seem  to  help  offset  Citi's  ATM  advan- 
tage. But  Heron  thinks  otherwise. 
"That  account  will  be  a  very  different 
animal,"  he  says.  "The  point  is  that 
the  bank  will  be  required  to  keep  a 
reserve  of  12%,  which  lessens  the  val- 
ue of  the  deposit.  So  the  interest  rate 
will  be  lower.  With  our  insured-mar- 
ket-rate  account  the  reserve  require- 
ment may  be  zero." 

Heron  is  pushing  ahead  with  a  $3 
million-plus  advertising  campaign — 
one  of  Citi's  biggest  launches  ever  for  a 
single  product.  He  reckons  he  will  pull 
in  at  least  $2  billion  in  18  months.  He 
sees  the  product  as  an  enhancement  of 
Citi's  electronic  pioneering  over  the 
past  ten  years.  "In  1978,  when  we 
started  advertising  24-hour  banking, 
our  competitors  said  we  were  wel- 
come to  the  sort  of  customer  who 
wanted  cash  at  two  in  the  morning. 
But  we  haven't  had  a  problem  with 


Retailer  Terence  Conran 

"What  we're  doing  has  a  lot  to  do  with  social  change.' 
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PREPARE 

TO  SAVE  3t  A  LETTER 


US.WUUL 


Did  you  know  that  you  can  saveS*  on 
every  20*  letter  by  using  a  Presort 
First-Class  MaiP  system  from  the  U.S. 
Postal  Service? 

Thirty  thousand  American  businesses 
know  it,  and  are  using  Presort  service  to  save 
millions  of  dollars  every  year.  They  simply 
presort  their  First-Class  Mail"  by  ZIP  Code! 

Whatever  the  size  of  your  business, 
there's  a  Presort  system  that'll  meet  your  par- 
ticular needs.  From  presort  service  companies 


for  the  smallest  businesses  to  computer  pre- 
sorting for  larger  volumes  of  mail. 

Just  call  your  local  Postmaster,  and  a  Cus 
tomer  Service  Representative  will  be  happy 
to  help  you  find  the  Presort  system  that's  just 
right  for  you.  So  you  can  prepare  to  save 
money  right  away. 

PRESORT 

^■HB^   FIRST-CLASS  MAIL* 


IES0RT  F CM  PHILADELPHIA  19IOI 

PRESORT  FCM  PHILADELPHIA  19102 

■ 

T 

PRESORT  FCM  PHILADELPHIA  191 


©  USPS  1981 


The  Forbes/Wilshire  5000  Review 


12 -month  closeup 


Market  Value  of  Wilshire  5000: 
$1,392.7  billion  as  of  12/21/82 

i 

750— 

500- 


'■  Wilshire  5000  equity  index 
~  The  total  price  of  all  stocks  for 
-  which  daily  quotations  are 


Singing  the  blues.  The  market  struggled  through  the  last 
several  weeks  with  the  Dow  gyrating  back  and  forth 
around  the  1000  level.  In  this  time  of  testing,  blue-chip 
issues  generally  held  up  better  than  secondary  stocks. 
During  the  last  two  weeks  the  Dow  and  the  NYSE  lost 
2.5%  and  2.9%,  respectively,  while  Amex  issues  were  off 
3.1%  and  NASDAQ  stocks  fell  5%.  A  similar  pattern  held 
over  the  recent  four-week  period:  The  Dow  gained  4% 
while  the  Amex  issues  advanced  only  0.8%  and  NASDAQ 
stocks  were  up  only  1.6%.  The  impact  of  large  capitaliza- 
tion issues  can  be  seen  in  the  broadly  based  Wilshire 
index.  Over  the  last  four  weeks  the  Wilshire  was  only 


slightly  behind  the  NYSE— a  gain  of  3.1%  vs.  3.5%. 

With  the  recent  strength  of  the  blue  chips,  the  Dow  is 
again  slightly  ahead  of  the  NASDAQ  for  the  last  52  weeks. 
Secondary  stocks  have  yet  to  establish  themselves  as 
clear-cut  heirs  to  the  rally  sparked  off  by  the  blue  chips. 
And  the  Amex  market  value  index — weighted  heavily 
with  oil  and  oil-related  stocks — is  still  a  considerable 
distance  behind  the  others. 

Investors  were  quite  risk-averse  over  the  last  four  weeks. 
All  the  market  focus  groups  below  underperformed  the 
Dow.  Stock  buyers  were  putting  their  money  only  into 
what  they  perceived  as  safe  and  secure  investments. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Percent  change 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

5000 

500' 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

3.1 

3.6 

4.0 

3.5 

0.8 

1.6 

in  last  52  weeks 

10.8 

NA 

18.2 

11.9 

3.1 

16.8 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share 

price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

2.0 

2.2 

1.9 

1.6 

0.5 

2.7 

1.6 

1.0 

2.8 

2.4 

in  last  52  weeks 

32.0 

23.4 

15.8 

45.1 

21.2 

45.7 

36.8 

25.8 

15.2 

27.8 

MA:  Not  available. 
'Based  on  sales. 

'A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
'A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Mote:  All  data  for  periods  ending  12/21/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Rolling  again?  The  consumer  durables  sector  has  been 
one  of  the  brightest  groups  so  far  this  winter.  Sparking 
these  gains  has  been  a  resurgence  in  the  popularity  of 
the  stocks  of  the  automakers.  While  vehicle  sales  have 
not  been  remarkable — especially  when  manufacturers 
have  not  offered  rebates  or  special  financing  deals — there 
is  plausible  hope  that  lower  interest  rates  and  a  pickup 
in  the  rest  of  the  economy  could  finally  mean  a  return 


to   profitability  for   a   leaner  and   meaner  Detroit. 

The  second  strong  sector  is  the  energy  group.  But 
energy  is  a  study  in  contrasts.  While  the  major  oils  have 
generally  been  weak,  merger  activity  and  speculation 
have  helped,  boost  issues  such  as  General  American  Oil, 
Tidewater  and  El  Paso.  The  weakest  sector  is  transporta- 
tion. Airlines  lost  much  of  the  altitude  gained  earlier  in 
the  month. 


1  Percent  change  in  last  52  weeks  Percent  change  in  Last  two  weeks 
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Consumer  durables 
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Finance 
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Transportation 
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-25 
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Consumer  nondurables  and  services 
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Raw  materials 
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What  The  Analysts  Think 


On  vacation.  High-paid  institutional  analysts  had  little  in  their  favorites.  On  the  other  hand,  consumer  durables — 
the  way  of  new  advice.  Technology  stocks — the  fourth-  the  best  performing  group — are  firmly  in  last  place.  But, 
worst  performing  group  over  the  last  two  weeks — are  still  say  the  analysts,  they  are  looking  ahead  several  months. 


The  experts'  consensus 


2.40 


2.48 


2.72 


J  I  I  I  l_J  L 


.1  I  I  I    I  I 


DIFMAMJJ    AS  OND 


Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  ago 

1 

Technology 

2.50 

1 

1 

2 

Energy 

2.67 

2 

5 

3 

Capital  goods 

2.67 

3 

2 

4 

Utilities 

2.70 

4 

3 

5 

Transportation 

2.77 

5 

7 

6 

Finance 

2.78 

6 

6 

7 

Raw  materials 

2.83 

7 

8 

8 

Consumer  nondurables 

2.85 

8 

4 

9 

Consumer  durables 

2.99 

9 

9 

Opinion  ratings  are  ranked  on  a  scale  of  1  (strong  buy)  to  5  |strong  sell).  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  groups 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite     graphed  above  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  12/21/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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BUSINESS  SURVIVAL  KIT 


free  Brom  International  Paper 

Lirvival  in  todays  business  climate  calls  for  more  than 
iing  able  to  understand  a  balance  sheet.  Survival  also 
ills  for  better  abilities  at  reading,  writing, 
)mmunicating. 

If  you  or  your  employees  need  help  in 
>ping  with  the  written  word,  send  for  sets 
your  free  Business  Survival  Kit.  It  con- 
ins  concise,  information- 
icked  articles  like  these. 


How  to  make  a  speech 


How  to  write  a  resume 


Write:  Business  Survival 
it,  International  Paper  Com- 
iny,  Dept.  FO,  RO.  Box  954, 
adison  Square 
ation, 
^w  York, 
Y.  10010. 


How  to  write  clearly 


By  Edward  T,  Thompson 


How  to  read  an  annual  report 


By  Jane  Bryant  Qumn 


quickly  be  turned  into  cash  arc 
cuneni  assets  On  the  tight  jrc 
IndatDei -everything  the  company 
owes.  Current  hMuxs  are  the  debts 
due  in  one  year,  which  ate  paid  out 


heir  addresses ■» 


Son 


lain 


:  Indus 


1 1  report  is  sitting  in 
front  o/  you  ready  to  he  cracked 
How  do  you  crack  it ' 

Where  do  we  wan  I  Nut  at  chi 
front-  At  the  buck'  We  don't  wan 
ro  be  surprised  at  the  end  of  this 


injtspocket  Are  earning  up ' 
Maybe  that's  bad.  They  may  be  up 
because  of  a  special  windfall  that 
won't  happen  jguin  next  year 
The  footnotes  know 
For  what  happened  and  why 
Now  turn  to  the  knrr  from  r/V 
cAarrman  Usually  addressed  "to  our 
stockholders,"  it's  up  front,  and 
should  be  in  more  ways  than  one. 


uorfcmg  aipfid,  a  key  figure  to 
watch  from  one  annual  (and  i 
terly)  report  to  another, 
pita!  shrink*,  it  could 


thet.  If  woriung 


ble.  One  risibility  the  conn; 
may  not  be  able  to  keep  divide 
growing  rapidly 

Look  for  grout! ,  here 


If  so,  profits  may  be  storing 

(I  never  promised  you  that  fig- 
uring out  an  annual  report  was 
going  to  be  easy!) 

Get  out  your  calculator 
Another  important  thing  to  study 
today  is  the  company's  debt  Get 
out  your  pocket  calculator,  and 
rum  to  the  balance  sheet  Divide 
long-term  liabilities  by  stock- 
holders'equity  That's  the  defx'io- 

A  high  ratio  means  that  the 
company  burrows  a  lot  of  money  to 
spark  its-growth  That's  day -if 
tola  grow,  too,  and  4  then 


;i  ESS 


(Mjn*  people  think  Rwir'i 
iv,  arm  fes  or  tiled  with  inec- 
Actually  ~t  ine  them  ipv- 
Kik-U  and  u*ialry  lor  one  of  0*0 
MNOM  £«hef  the  whirr  t  a  n  rfev 
It  r  !<-•■  1-  unit  "hvraai 

>«•■ 


used  to  be!  Better  or  worse  than 
the  industry  norms'  Better  or 
worse,  after  this  recession,  than  it 
was  after  the  last  recession-'  In 
company- watching,  compansens 
art  jfi  They  tell  you  if  management 
is  staving  on  top  of  things 

Financial  analysts  work  out 
many  other  ratios  to  tell  them  how 
the  company  is  doing  You  can 
team  more  ahout  them  from  boob 
on  the  subjet  t  Ask  your  librarian. 

But  one  thing  you  will  never 
learn  from  an  annual  report  is  how 
much  to  pay  fix  a  company's  stock. 
Galactic  may  be  tunning  well  But 


How  to  write 
a  business  letter 


Some  thoughts  from 
Malcolm  Forbes 


fVwJeni  jnj  E*K» -m-CM-f  furfin  Ma 


hferMaoMl  Patnr  «fcaJ  Mnfnifiii  F<irf*,  \» 
Ai1'        thinpi  hr'<  ■•,■■.!  .-■■  ■I.- «.':.'..    -  .■ 
huuneii  Unn  Ovrule.    Be  cryiiijf  deiir  " 

A  good  business  letter  can  get  you 
a  job  interview 

Ger  you  off  the  hook. 

Or  get  you  money 

Ir's  totally  asinine  to  blow  youz 

chances  of  uetnnt;  vuhawaa  you 
want- with  a  business  letter  that 
turns  people  t>ff  instead  of  turning 
them  on. 

The  best  place  to  learn  to  write 
is  in  school.  If  you're  still  there,  pick 
your  teachers'  brains. 

If  not,  big  deal.  I  learned  to  ride 
a  mototcycle  at  50  and  fly  balloons 
at  52.  Its  never  too  late  to  learn. 

Over  10,000  business  letters 
come  across  my  desk  every  year. 
They  seem  to  fall  into  thtee  cate- 
gories: stultifying  if  not  stupid, 
mundane  (most  of  them),  and  first 
rate  (rare).  Here's  the  approach 


I've  found  that  separates  the 
from  the  losers  (most  of  it's  just  good 
common  sense)-it  starts  before  you 
wnte  yOW  letter: 

Know  what  you  want 

If  you  don't,  write  it  down-in 
one  sentence.  "I  want  to  get 
an  interview  within  the  next 
two  weeks,"  That  simple. 
List  the  major  points  you 
want  to  get  across- it'll  keep 
you  on  course. 

If  you're  (imtrnin*  alerter, 
check  the  points  that  need 
answering  and  keep  the  letter 
in  front  of  you  while  you  write. 
This  way  you  won't  forget 
anything-  trust  would  cause 
another  round  of  letters. 

And  for  goodness'  sake, 
answer  promptly  if  you're 

sit  on  a  letter  -  ifuu  invites  the 


nfhate 


i  ftin 


Plunge  right  in 

Call  hi ni  by  name  -  not  "1  Var 
Sir,  Madam,  or  Ms.""Dear  Mr. 
Chrisanthopoulos"-and  be  sure  to 
spell  it  right  That'll  get  him  (thus, 
you)  off  to  a  good  start 

(Usually,  you  can  get 
his  name  just  by  phon- 
ing his  company-or 
from  a  business  directory 
in  your  nearest  library. ) 

Tell  what  your  letter 
is  about  in  the  hrst  para 

graph  One  or  two  sen- 
tences. Don't  keep  your 
reader  guessing  or  he 
might  file  your  letter 
away -even  before  he 
finishes  it. 

In  the  round  hie 

If  you're  answering  a 
letter,  refer  to  the  date 


it  was  written.  So  the  reader 
won't  waste  time  hunting  for  it 

People  who  read  business  letters 
are  as  human  as  thee  and  me.  Read- 
ing a  letter  shouldn't  be  a  chore- 
reuurti  the  reader  lor  the  time  he 
gives  you. 

Write  so  he'll  enjoy  it 
Write  the  entire  letter  from  his 
point  of  view— what's  in  it  for  rum? 
Beat  him  to  the  dtaw-surpnse  him 
by  answering  the  questions  and 
objections  he  might  have. 

Be  positive -he'll  be  more  recep- 
tive to  what  you  have  to  say 

Be  nice.  Contrary  to  the  cliche, 
genuinely  nice  guys  most  often  fin- 
ish first  or  very  near  it.  I  admit  it's 
not  easy  when  you've  got  a  gripe 
To  be  agreeable  while  disagreeing- 
thar's  an  an. 

Be  natur.il  -  write  rhe  way  you 
r.ilk  Imagine  him  sitting  in  front  of 
you-what  would  you  stfy.to  him? 

Business  jargon  too  often  is 
cold,  stiff,  unnatural. 

Suppose  I  came  up  to  you  and 
said,  "I  acknowledge  receipt  of  your 
letter  and  1  beg  to  thank  you."  You'd 
think,  "Huh'  You're  putting  me  on." 

The  acid  test -read  your  letter 
OKI  Untd  when  you're  done.  You 

might  get  a  shock-but 
you'll  know  for  sure  if  it 
sounds  natural. 

IVn't  be  cute  or 
flippant  The  reader  won't 
take  you  seriously  ITih 
doesn't  mean  you've  got 
to  be  dull.  You  prefer 
your  letter  to  knock  em 
dead  rather  than  bore 
'em  to  death. 

Three  points  to 
remember: 

Have  a  sense  of 
humor.  That's  refreshing 
anywhere  -  a  nice  surprise 


in  a  business  letter. 

Be  specific.  If  1  tell  you  there's  a 
new  fuel  that  could  save  gasoline, 
you  might  not  believe  me  Rut  sup- 
pose I  tell  you  this: 

"Gasohot"- 10%  alcohol,  90% 
gasoline -works as  well  as 
straight  gasoline.  Since  you  can 
make  alcohol  from  grain  or  com 
stalks,  wood  or  wood  waste,  coal  - 
even  garbage,  It's  worth  some 
real  follow- through. 

Now  you've  got  something  to 
sink  your  teeth  into. 

Lean  heavier  on  nouns  and 
verbs,  lighter  on  adjectives.  Use  the 

active  voice  instead  ot  the  passive 
Your  siting  will  have  more  guts. 

Which  of  these  is  stronger? 
Active  voice;  "I  kicked  out  my  mon- 
ey manager." Or,  passive  voice:  "My 
money  manager  was  lacked  out 
by  me."  (By  the  way,  neither  is  true. 
My  son,  Malcolm  Jr.,  manages  most 
Forbes  money -he's  a  brilliant 
moneyman. ) 


Give  it  the  best  you've  got 

When  you  don't  want  something 
enough  to  make  the  effort,  making 
on  effort  is  a  waste. 

Make  your  letter  look  appetizing 
-or  you'll  strike  out  before  you  even 
get  to  bat-  Type  it-on  good-quality 
8Vz"  x  11"  stationery.  Keep  it  neat. 
And  use  paragraphing  that  makes  it 
easier  to  read. 
,     Keep  your  lettet  short  -  to  one 
page,  if  possible  Keep  your  para- 
graphs short.  After  all,  who's  going 
to  benefit  if  your  letter  is  quick  and 
easy  to  read? 

You 

For  emphasis,  underline  impor- 


tant words  And  sometimes  indent 
sentences  as  well  as  paragraphs. 
Like  this.  See  how  well  it 
works?  (But  save  it  for  some- 
thing special.) 

fvjake  it  perfect.  No  typos,  no 
misspellings,  no  factual  errors.  If 
you're  HOppy  and  let  mistakes  slip 
by,  the  person  reading  your  letter 
will  think  you  don't  know  better  or 
don't  care.  Do  you? 

Be  crystal  clear.  You  won't  get 
what  you're  after  if  your  reader 
doesn't  get  the  message. 

t  :se  gmui  hnglish  It  wure  still 
in  school,  take  all  the  English  and 
writing  courses  you  can.  The  way 
you  write  and  speak  can  really  hi  Ip 
-or  hurt. 

If  you're  not  in  school  (even 
if  you  are),  get  the  little  71-page 
gem  by  Stnink    White.  Efirtneno 
of  Sryle  It's  in  papetback.  It's  fun 
to  read  and  loaded  with  tips  on 
good  English  and  good  writing. 
Don't  put  on  airs. 
Pretense  invanahly  impresses 
only  the  pretender. 

Don't  exaggerate  Even 
once.  Your  reader  will  suspect 
everything  else  you  wnte. 

Distinguish  opinions  from 
facts.  Your  opinions  may  be 
the  best  in  the  world.  But 
they're  not  gospel.  You  owe  it 
to  your  reader  to  let  him  know 
which  is  which.  He'll  appreci- 
ate it  and  he'll  admire  you. 
The  dumbest  people  I  know 
are  those  who  Know  It  All. 
Be  honest  It'll  get  you 
further  in  the  long  nin.  If  you're 
not.you  won't  rest  easy  until  you're 


found  out.  (The  latter,  not  speaking 
from  experience.) 

Edit  ruthlessly  Somebody  ■tw* 
said  that  words  are  #4*t  like  inflated 
money-the  more  afthiMK  that  you 
use,  the  less  each  one  of  thwm  is 
worth  Right      Go  through  your 
entire  letter  just  as  many  times  as 
it  takes.  S  march  nut  urwjflnnihilate 


Sum  it  up  and  get  out 

The  last  paragraph  should  tell  the 
reader  exactly  what  you  want  him 
to  do-or  what  ycu're  going  to  do. 
Short  and  sweet  "May  I  have  an 
.ippointment.'  Next  Monday,  the 
16th.  I'll  call  your  secretary  to  see 
when  it'll  be  most  convenient  for 
you." 

Close  with  something  simple 
like,  "Sincerely"  And  for  heaven's 
sake  sign  legibly  The  higgest  ego 
trip  I  know  is  a  completely  illegible 
signature. 

Good  luck. 

1  hope  you  get  what  you're  after. 
Sincerely, 


Ti«i.i\.  the  rnnteJ  word  is  mote  vital  than  evet.  Now  there  is 
e  need  than  evet  tot  all  of  us  to  mil  hettet.  write  hettet.  and 

J"  w .™we  can         '   "*  '  "  "         '  '" 

IfwxtU  like  to  share  this  atncle  with  others-students,  friends. 
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Things  are  changing  in  the  cost-plus  world 
of  health  care,  but  Lifemark's  Bill  Mackey 
remains  bent  on  expansion. 


Nothing  lasts 
forever 


Lifemark  Chairman  William  Mackey  with  a  linear  accelerator 
Bridling  at  the  thought  of  working  for  someone  else. 


By  Anne  Bagamery 


P>  ROJECTING  THE  PAST  into  the 
™  future  can  be  a  risky  proposi- 
tion. Take  Lifemark  Corp.,  a  $440 
million  (estimated  1982  revenues) 
hospital  management  company  head- 
quartered in  Houston. 

Lifemark  undoubtedly  has  come  a 
long  way  from  that  day  in  1969  when 
the  owners  of  a  large  hospital  in  Port 
Arthur,  Tex.  met  the  owners  of  two 
large  dental  laboratories  in  a  Houston 
stockbroker's  office.  Both  sets  of  own- 
ers were  being  pursued  by  bigger  com- 
panies wishing  to  buy  them  out;  nei- 
ther wanted  to  sell.  An  idea  was  born: 
Why  not  put  the  hospital  and  dental 
labs  together  and  become  buyers  of 
medical  properties  instead  of  buyees? 

Today  Lifemark  is  still  the  smallest 
of  the  five  big  hospital  management 
companies  that  grew  up  in  the  1970s. 
Lifemark  owns  29  hospitals  (5  under 
construction),  has  7  hospitals  under 
management  contract  and  28  dental 
labs  in  19  states.  Lifemark's  four  big- 
ger competitors — Hospital  Corp.  of 
America,  Humana,  National  Medical 
Enterprises  and  American  Medical  In- 
ternational— each  has  over  $1  billion 
in  revenues,  with  earnings  records 
that  command  double-digit  multiples 
on  Wall  Street.  Yet  Lifemark  has 


racked  up  an  impressive  record  of 
31%  annual  revenues  gains  for  the 
past  decade  and  25%  earnings-per- 
share  gains  in  the  same  period,  to  an 
estimated  $2.30  last  year.  Five-year 
return  on  equity  has  averaged  19%. 

But  William  Mackey,  Lifemark's 
chairman,  is  determined  not  to  stop 
there.  Mackey,  61,  is  a  former  Rice 
University  accounting  professor  who 
left  a  finance  job  at  Texas  International 
Airlines  to  become  Lifemark's  first 
chief  executive.  His  ambitions  are 
most  unprofessorial.  He  intends  to  buy 
four  more  hospitals  in  the  coming  year 
and  to  build  at  least  four  more.  His 
goal:  $1  billion  in  sales  by  1986. 

"The  way  this  industry  is  going," 
says  Mackey,  surveying  his  hand- 
somely furnished  office  atop  Life- 
mark's  new  five-story  building  in 
Houston's  Greenway  Plaza,  "a  com- 
pany has  a  choice  of  remaining  small 
and  probably  being  acquired,  or  grow- 
ing to  a  size  where  it  can  make  acqui- 
sitions. There  are  so  many  opportuni- 
ties for  growth  now,  and  I  want  to 
take  advantage  of  them." 

But  the  pressure  is  on  Mackey  as  the 
cost-plus  world  of  health  care  draws  to 
a  close.  Through  the  1970s  not-for- 
profit  hospitals  provided  a  price  um- 
brella for  the  for-profits.  Health  insur- 
ance, from  the  government  as  Medi- 


care or  Medicaid,  or  from  private} 
carriers,  picked  up  most  of  the  tab] 
With  steady  income,  management 
companies  leveraged  themselves  tq 
the  hilt  to  finance  expansion. 

Last  summer's  tax  increase  law] 
however,  mandated  changes  in  the 
guidelines  for  Medicare/Medicaid  re- 
imbursement from  a  percentage  of  toj 
tal  costs  to  a  fixed  amount  per  patient. 
That  shifts  the  onus  for  cost  control 
to  the  hospitals. 

Moreover,  corporations  that  pay 
health  insurance  premiums  are  fight- 
ing back.  The  "preferred  provider' 
contracts  in  California,  for  instance, 
offer  full  coverage  only  for  treatment 
at  certain  lower-cost  hospitals — in  ef-j 
feet,  telling  employees  that  if  they 
want  luxury  along  with  appendecto- 
mies, they  can  pick  up  part  of  the  bilk 
"Containing  health  care  costs  could 
be  the  number  one  financial  priority 
of  the  1980s,"  says  analyst  Todd  Rich- 
ter  of  Morgan  Stanley.  "Inefficient 
hospitals  are  bound  to  suffer." 

Mackey  says  that  Lifemark  is  mor 
insulated  than  most.  But  its  ratio  of 
Medicare  or  Medicaid  patients — 40%i 
to  Humana's  45% — is  only  slightly 
lower  than  the  rest.  And  his  expansion 
plans  won't  do  anything  to  reduce 
Lifemark's  104%  debt-to-equity  ratio. 

In  hospital  management,  efficiency 
often  means  picking  patients — bw 
buying  or  building  suburban  hospitals 
that  don't  get  as  many  of  the  indigent 
or  chronically  ill  as,  say,  inner-city) 
hospitals  or  teaching  facilities- 
Mackey  says  he  can  compete  with  at 
least  one  of  the  top  four  for  any  given 
acquisition.  But  one  day  hospitals  will 
run  out  of  quality  patients  to  compete 
for.  Then  each  company's  real  operat- 
ing efficiency  will  be  tested. 

Mackey  is  now  looking  at  putting 
profit  laggards  like  the  dental  labs  (3%i 
of  earnings  on  5%  of  sales)  on  the 
block.  He  is  also  looking  at  freestand- 
ing alcoholism  treatment  centers,  one) 
of  the  fastest-growing  and  highest- 
margined  areas  of  health  care  (Forbes, 
Nor.  22,  1982).  But  that's  just  more) 
patient-picking. 

Apparently  Wall  Street  isn't  wor-i 
ried.  Lifemark  stock  trades  at  17 
times  earnings  (vs.  19  for  Humana  and 
HCA).  That  means  Mackey,  who 
owns  around  1%  of  the  common,  is! 
sitting  on  $3.9  million  in  stock  and 
options.  It  also  means  Lifemark  will 
be  an  expensive  acquisition  while  it's 
still  of  a  size  to  be  acquired.  Mackey 
bridles  at  the  thought.  "This  com- 
pany, remember,  was  founded  by  peo- 
ple who  didn't  want  to  work  for  some- 
one else,"  he  says.  "This  is  our  chance 
to  build  something  for  ourselves." 
Will  the  future  be  like  the  past:  ■ 
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PICKING  A  PLANT 
SITE  IS  EASIER, 
WHEN  YOU  START  WITH 
MULTIPLE  CHOKES. 


PLANT  SITES  BY 
THE  THOUSANDS. 

As  the  nation's  longest  railroad, 
Burlington  Northern  can  offer  you 
an  outstanding  variety  of  choice 
locations  across  the  country. 

Properties  are  available 
throughout  the  25  states  we 
serve— both  our  own  substantial 
real  estate  holdings  and  those 
of  private  developers  with  whom 
we  work  closely. 

FROM  SEA  TO 
SHINING  GULF. 

Whether  you're  looking  for  a 
rural  or  an  urban  location,  we'll 
help  you  find  the  ideal  place  for 
your  next  plant.  We  have  sites  in 
or  near  most  major  markets  from 
Canada  to  the  Gulf,  and  from  the 
Pacific  Northwest  to  Alabama 
and  Florida. 


LOCATIONS  ARE 
MORE  THAN  LAND. 

Your  needs  don't  stop  at  real 
estate.  Neither  do  our  services. 
We  understand  the  importance  of 
natural  resources,  people 
resources,  transportation  and 
a  favorable  governmental  climate. 
So  our  local  experts  across  the 
country  will  help  you  find  the 
ideal  combination  of  property  and 
business/living  environment. 

ONE  CALL  WILL 

EXPAND  YOUR  HORIZONS. 

If  you  want  to  find  out  more,  call 
Ernie  Grinnell,  Vice  President,  or 
Ed  Riebow,  Director  of  Field 


Operations,  in  St.  Paul,  at  (612) 
298-2346.  They  can  give  you  a 
wide  variety  of  location  choices  to 
consider.  And  each  comes  with 
America's  longest  railroad  ready 
to  go  to  work  for  you. 


BURLINGTON 

NORTHERN 

RAILROAD 


Industrial  Development  Department 
Room  CI  83 
176  East  Fifth  Street 
St.  Paul,  Minnesota  55101 


Plug  into  Forbes'  outstanding  business 
audience.  Advertise  your  computer, 
communications  or  business  equipment 
products  or  services  in  Forbes  Special 
Advertising  Supplements. 

Forbes  Supplements  offer  a  vital 
information  source  for  Forbes' 
executive  readers  and  a  compatible 
and  highly  positive  editorial 
environment  for  participating 
advertisers.  Most  importantly,  they're 
designed  to  produce  tangible  results.  In 
1982,  Forbes  Supplements  on  computer- 
related  topics  generated  over  60.000 
inquiries  as  well  as  numerous  written 
requests  for  reprints.  Be  sure  to 
plug-in  these  supplements  to  your 
advertising  plans  for  198!}. 

For  more  information  on  the  business 
market  Forbes  delivers  and  the  direct 
marketing  and  merchandising  support 
provided  participating  advertisers 
in  these  special  supplements,  contact 
Arnold  J.  Privcs,  Director  of 
Advertising  Supplements  at 
(212)  620-2224. 


Forbes 
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Numbers  Game 


More  than  half  of  software  maker  Com- 
serv's net  worth  is  in  a  pile  of  tapes  and 
ring-bound  books.  That  raises  some  ac- 
countants eyebrows. 


Capital  offense 


By  Eamonn  Fingleton 


T|  wo  years  ago  Comserv,  a  $23 
million  (sales)  Minneapolis- 
based  maker  of  software  systems 
for  manufacturing  companies,  invest- 
ed $735,000  to  design  a  program  for 
purchasing  procedures.  When  it 
launched  the  product  a  year  ago, 
Comserv  already  had  35  firm  orders  at 
$40,000  each— a  total  of  $1.4  million. 
And  by  the  end  of  October  it  had 
delivered  70  systems  generating  $2.8 
million  in  sales  revenues.  Not  a  bad 
performance,  even  after  you  deduct 
$1.1  million  in  sales  costs.  And  that's 
just  the  beginning,  according  to  Com- 
serv CEO  Richard  Daly,  who  expects 
the  new  program  to  produce  at  least 
$6  million  more  in  revenues  in  the 
next  few  years. 

So  you  cannot  blame 
Daly  for  thinking  of  the  pro- 
gram— which  in  physical 
form  is  simply  a  2,000-foot 
tape  and  1,000  ring-bound 
pages  of  computerese — as  a 
handy  asset.  But  is  it  an  as- 
set in  the  accounting  sense? 
Daly,  a  dyed-in-the-wool 
computer  man  who  got  his 
start  with  Univac  in  the 
1950s,  insists  it  is,  and  he 
listed  it  as  such,  valued  at 
cost,  on  Comserv's  balance 
sheet  a  year  ago.  That  was 
fine  with  auditors  Peat, 
Marwick,  Mitchell,  who 
gave  Comserv  a  clean  re- 
port. But  to  most  accoun- 
tants, Comserv's  position  is 
heretical;  software  costs, 
they  maintain,  are  just  a 
form  of  research  and  devel- 
opment    spending  and 


should  be  expensed  against  current 
revenues. 

Daly  replies  that  accountants  do 
not  understand  software,  and  he 
maintains  that  the  spending  he  cap- 
italizes is  as  solid  as  money  in  the 
bank.  "The  key  distinction  between 
our  spending  and  R&D  is  recoverabi- 
lity,"  he  says.  "We  are  developing 
something  we  know  we  can  sell.  We 
have  a  backlog  to  prove  it.  To  expense 
it  would  be  misleading,  it  would  sug- 
gest we  were  shooting  in  the  dark." 

Most  of  the  industry  produces  cus- 
tom-designed products  where  devel- 
opment expense  is  only  undertaken 
once  there's  a  firm  order.  While  Com- 
serv does  not  produce  custom  de- 
signed software,  it  does  customize 
its  own  standard  packages  and  to 


that  extent  enjoys  a  secure  market. 

It  helps  to  understand  Comserv's 
products.  They  all  stem  from 
AMAPS,  Comserv's  Advanced  Manu- 
facturing, Accounting  and  Production 
System:  This  addresses  the  planning 
and  control  needs  of  manufacturing 
companies.  It  automates  routine 
clerical  tasks  like  preparing  reports 
and  parts  lists  and  tracking  orders, 
and  it  gives  management  better  infor- 
mation on  which  to  base  production 
schedules  and  to  control  inventory. 
The  system,  which  is  now  in  place  in 
about  300  locations  in  the  U.S.,  Cana- 
da, Mexico  and  Europe,  is  expanded  in 
a  series  of  modules  (the  new  purchas- 
ing program  is  a  good  example).  Every 
time  a  new  module  is  added,  captive 
customers  are  standing  in  line  for  it. 

If  Comserv  expensed  development 
spending,  the  company's  health 
would  look  less  than  rosy.  Take  the 
1981  balance  sheet.  Net  worth  was 
listed  as  $16.7  million;  but  deduct  $6 
million  for  capitalized  software  and 
related  spending  and  it  drops  to  only 
$10.7  million.  That  is  meager  indeed 
when  you  consider  that  Comserv 
raised  $7  million  from  an  equity  issue 
during  the  year.  The  profits  picture 
looks  a  little  off-color,  too,  if  research 
spending  is  expensed;  a  reported  profit 
of  $2.2  million  becomes  a  loss  of  $1 
million  after  adjustment. 

The  1982  numbers  will  be  even 
more  out  of  line:  More  than  half  of  a 
net  worth  of  around  $19  million  will 
be  capitalized  software  spending,  and 
a  reported  profit  of  around  $2.5  mil- 
lion would  be  a  loss  of  $4  million  if 
research  were  expensed. 

Comserv's  liberal  ac- 
counting has  come  under 
fire  not  only  from  the  ac- 
counting profession  but 
from  many  computer  peo- 
ple as  well.  Most  hardware 
companies  expense  soft- 
ware development  costs. 
The  numbers,  though,  are 
rarely  material  for  the  ma- 
jors. But  even  among  small, 
specialized  software  com- 
panies the  majority  bite  the 
bullet.  In  the  year  to  June, 
Comserv's  competitor,  ASK 
Computer  Systems  of  Los 
Altos,  Calif.,  for  instance, 
spent  $1.7  million  on  prod- 
uct development  and  ex- 
pensed it  all  against  rev- 
enues of  $22.8  million. 

According  to  Robert  Rio- 
pel,  ASK's  vice  president 
for  finance,  expensing  acts 
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as  a  powerful  discipline  on  manage- 
ment. "If  you  know  that  what  you  are 
spending  comes  right  out  of  your  bot- 
tom line,  you  think  twice  before  going 
ahead,"  he  says. 

Comserv's  Daly  turns  that  point  on 
its  head:  "Expensing  software  costs 
inhibits  a  company  from  spending  as 
much  as  it  should,"  he  says.  "This  is  a 
very  fast  growing  industry  and  there 
are  enormous  opportunities  for  those 
who  can  maintain  a  lead.  If  our  policy 
were  to  expense,  we  could  not  have 
afforded  to  invest  as  much  in  new 
products  as  we  have.  We  would  have 
had  to  report  a  reasonable  profit  to  our 
stockholders.  Yet  the  money  we  have 
invested  will  earn  a  very  handsome 
return  in  years  to  come." 

Does  overly  strict  accounting  act  as 
a  brake  on  the  industry's  growth?  Yes, 
says  Gary  Burns,  an  expert  in  Ernst  & 
Whinney's  Dallas  office  who  has 
made  a  study  of  the  problem.  "Ac- 
counting policies  that  have  adverse 
short-term  effects  on  financial  state- 
ments cannot  help  the  industry  raise 
capital,"  he  says.  "A  software  com- 
pany faces  a  dilemma;  if  it  expenses,  it 
penalizes  earnings  and  may  have  to  go 
slow  on  development  spending.  But  if 
it  capitalizes,  a  lot  of  investors  may 
think  its  numbers  are  suspect." 

Comserv's  position  is  backed  by  the 
Association  of  Data  Processing  Ser- 
vices Organization,  which  has  been 
campaigning  for  years  for  a  relaxation 
of  the  accounting  rules.  And  recently 
the  Accounting  Standards  Executive 
Committee  of  the  American  Institute 
of  Certified  Public  Accountants  has 
begun  to  set  up  a  task  force  to  study 
the  question. 

Kenneth  Andersen,  the  Peat  Mar- 
wick  partner  in  charge  of  the  Comserv 
audit,  points  out  that  the  FASB  guide- 
lines leave  open  the  question  of 
whether  software  spending  comes  un- 
der R&JD  guidelines.  "Comserv's 
work  is  not  R&D  because  they  are 
building  something,  not  conducting  a 
search,"  he  says.  "When  they  make  a 
product,  they  know  the  direction  in 
which  they  are  headed  and  how  far 
they  have  advanced." 

The  software  companies  have  a  use- 
ful precedent  in  the  film  industry, 
where  the  rules  allow  the  investment 
in  a  new  movie  to  be  capitalized  even 
though  market  demand  is  far  less  cer- 
tain. Similar  rules  apply  to  record 
companies. 

The  problem  is  that  it  is  even  hard- 
er for  an  outsider  to  assess  an  invest- 
ment in  software  than  one  in  movies 
or  records.  How  can  an  auditor  be  sure 
that  a  year's  work  on  a  new  software 
product  has  not  been  wasted? 

Daly  says  Comserv  is  scrupulous  in 


writing  off  costs  of  false  starts.  And 
Peat  Marwick's  Andersen  is  confident 
the  tests  he  applies  to  confirm  the 
validity  of  Comserv's  investments  are 
reliable. 

The  trouble  is  that  the  software  in- 
dustry is  very  diverse  and  other  com- 


panies may  be  harder  to  assess.  If  ac- 
countants can  confirm  that  software 
spending  is  directly  related  to  build- 
ing a  product  that  has  a  clear  market, 
it  must  be  right  to  capitalize.  But  if 
not,  accountants  should  play  safe,  as 
usual.  ■ 


Taxing  Matters 


Companies  in  a  pinch  are  cutting  back  on 
inventories.  The  trouble  is  that  they  may 
find  themselves  stuck  with  a  higher  tax  bill 
just  when  they  can  least  afford  it. 


A  LIFO  boomerang 


By  Laura  Saunders 
with  Laura  Rohmann 


OIL  COMPANY  SHAREHOLDERS, 
bracing  themselves  for  the  bad 
news  that  goes  along  with  an 
oil  glut,  may  have  been  startled  to 
find  one  seemingly  silver  lining  in  the 
third-quarter  reports:  Many  oil  com- 
panies showed  fat  gains  from  running 
down  their  so-called  LIFO  cushions. 
What  this  means  is  that  they  were 


reducing  inventories,  profiting  hand- 
somely in  the  process  because  much 
of  the  inventoried  oil  had  been  ac- 
quired at  much  lower  prices.  That 
process  added  $200  million  to  Gulf 
Oil's  earnings  for  the  first  nine 
months  of  1982;  $165  million  to  Stan- 
dard Oil  of  California's  and  $315  mil- 
lion to  Texaco's. 

But  that  silver  lining  may  be  tar- 
nished. Those  so-called  profits  are 
simply  recognition   of  inflationary 


LIFO  savers 


As  companies  cut  back  inventories 
in  the  recession,  they  dig  into  their 
so-called  LIFO  cushions.  As  a  result, 
earnings  usually  increase  sharply 


as  older,  lower  costs  are  matched 
with  current  prices.  Here's  a  sam- 
pling of  13  companies  that  have  tak- 
en "LIFO  liquidations"  recently. 


9-month 

9-month 

LIFO 

net  earnings 

LIFO  profit 

as  %  of 

Company 

(millions) 

(millions) 

earnings 

Atlantic  Richfield 

$2,169* 

$105* 

5% 

Dow  Chemical 

375* 

90* 

24 

Ex-Cell-0 

68* 

12* 

17 

Exxon 

3,195 

120 

4 

General  Tire  &  Rubber 

21 

4 

20 

Gulf  Oil 

623 

200 

32 

Interlake 

5.3 

1.5 

28 

Libbey-Owens-Ford 

14 

3.5 

24 

Mobil 

959 

95 

10 

Standard  Oil  of  California 

952 

165 

17 

Standard  Oil  (Indiana) 

1,411 

60 

4 

Stauffer  Chemical 

113 

10 

9 

Texaco 

975 

315 

32 

'Pretax. 
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Mellon  defines  banking  issues 


Commercial  lending: 
Is  the  fixed  rate  deac 


Fixed  rate  loans  have  fallen  victim  to  volatile 
interest  rates.  Corporate  treasurers  wonder 
if  they  will  ever  again  be  able  to  depend  on 
predictable  borrowing  costs.  But  banks  are 
finding  new  ways  to  respond. 

Uncertainty  about  interest  rates  and  the  future  of  the 
economy  has  led  to  fundamental  changes  in  the  way 
companies  borrow.  Corporate  treasurers  have  been 
hesitant  to  accept  the  market  rate  risk.  They  are 
cautious  about  long-term  bank  financing  fixed  at 
today's  rates,  when  tomorrow's  might  be  lower.  Bank- 
ers are  equally  wary  of  providing  fixed  rate  loans, 
since  the  cost  of  funding  them  might  quickly  rise 
above  their  yield. 

The  result  has  been  a  wave  of  floating  rate  loans  tied 
to  changes  in  the  prime  rate,  CD  rates,  LIBOR,  or 
other  indices.  Federal  Reserve  figures  show  that  in 
February,  1977,  banks  were  making  51%  of  their  com- 
mercial loans  at  variable  rates;  by  May,  1982,  the 
figure  had  grown  to  72%.  Companies  also  have  sharply 
increased  their  dependence  on  short-term  credit,  which 
might  carry  a  fixed  rate  for  a  few  months  but  must  be 
rolled  over  regularly  and  adjusted  to  new  rates. 

This  new  pattern  has  created  new  problems.  Gone 
forever,  it  seems,  are  the  days  when  companies  could 
rely  on  stable  financing  costs.  Because  they  can't 
forecast  the  future  cost  of  borrowed  funds,  they 
have  difficulty  making  basic  decisions  about  capital 
expenditures,  pricing,  and  product  lines.  This  not 
only  affects  the  companies'  returns,  but  also  hinders 
long-term  capital  investment  that  is  essential  to  the 
future  of  our  entire  economy. 

The  trend  toward  short-term  and  floating  rate  borrow- 
ing has  created  problems  for  banks  as  well.  While 
relieving  them  of  some  interest  rate  risk,  it  has  pro- 
pelled some  of  their  customers  into  the  commercial 


paper  market.  It  has  also  increased  the  difficull 
assessing  credit  risk,  since  fluctuating  interest 
may  affect  a  company's  ability  to  meet  current 
service  requirements. 

Even  as  the  problems  are  taking  shape,  howeve 
some  hopeful  signs  are  emerging.  Companies  cl 
want  stable,  affordable  financing,  and  banks  are 
ning  to  find  new  ways  to  provide  it. 


New  approaches  to  funding 


Traditionally,  banks'  core  deposits  gave  them  a 
tively  stable,  low-cost  pool  of  money  for  lending 
as  competition  from  other  financial  institutions 
intensified,  and  as  Congress  has  raised  the  inte: 


Second  of  a  series 


ilings  on  deposits,  low-cost  money  has  become 
to  attract.  In  1961,  according  to  Federal 
it  Insurance  Corporation  figures,  demand 
ts  and  savings  accounts  came  to  83%  of  bank 
ies;  by  1980,  the  figure  had  been  halved.  John 
nn,  then  Comptroller  of  the  Currency,  noted  in 
tat  "banks  will  be  forced  to  adjust  to  sources  of 
which  are  not  only  more  interest-sensitive  but 
>ly  more  expensive  than  in  the  past." 

5e  of  this,  banks  have  been  paying  more  atten- 
"matched  funding"  — that  is,  linking  a  specific 
?rcial  loan  to  a  source  of  funds  with  similar 
teristics.  Where  banks  had  traditionally 
ed  their  lendable  funds  as  a  single  pool,  increas- 
hey  are  breaking  them  down  into  sub-pools  of 
whose  rates  and  maturities  match  particular 
ate  borrowing  needs. 

pools  of  fixed  rate  deposits  can  be  matched  to 
ate  loans.  Fixed  rate  deposits  can  come  from 
ations,  pension  funds,  or  even  other  banks, 
ilso  come  from  retail  customers  taking  advan- 
the  new,  competitive  fixed  rate  products  banks 
ng  allowed  to  offer.  These  pools  of  funds  may 
itch  the  loan  portfolio  exactly,  but  banks  can 
small  mismatches,  or  use  new  techniques  such 
ncial  futures  to  make  up  most  of  the  difference. 


romise  of  futures 


are  beginning  to  hedge  fixed  rated  loans  in  the 
ial  futures  markets.  While  futures  hedges  come 
riety  of  forms,  all  rely  on  one  simple  fact: 
js  in  the  price  of  financial  futures  contracts 
changes  in  interest  rates.  So  the  gain  on  a 
3  transaction  can  be  used  to  offset  a  loss  in 
t  income,  or  vice  versa. 

can  use  futures  hedges  to  provide  fixed  rate 
n  two  ways.  They  can  hedge  the  rates  they  pay 
ir  deposits,  providing  an  effective  fixed  rate 
of  funds.  They  can  also  hedge  a  fixed  rate  loan 
ure  takedown.  Banks  are  also  helping  com- 
to  hedge  for  themselves,  using  futures  to  con- 
>ating  rate  loans  into  what  have  been  described 
ithetic  fixed  rate  loans." 

;s  can't  always  provide  a  perfect  hedge.  The 
between  futures  prices  and  the  cash  prices  of 
derlying  instruments  is  subject  to  fluctuation. 


It  is  clear,  however,  that  futures  can  play  an  impor- 
tant role  in  stabilizing  financing  costs. 


The  opportunity  for  banks 


The  use  of  futures  and  matched  funding  are  only  two 
of  the  ways  banks  can  respond  to  the  demand  for 
stable  rates.  Some  loans  are  made  to  corporate  cus- 
tomers at  a  floating  rate,  with  the  customer  given  the 
option  to  lock  in  the  current  rate  for  the  remainder  of 
the  term.  Private  placements  provide  another  method 
for  banks  to  help  companies  find  fixed  rate  financing. 
Banks  can  also  serve  as  intermediaries  for  interest 
rate  "swaps,"  in  which  a  company  with  access  to  fixed 
rate  funds  but  without  the  need  for  them  can,  in 
effect,  provide  fixed  rate  funds  to  a  company  that 
does  need  them. 

Fixed  rate  bank  financing  is  definitely  not  dead;  in 
fact,  it  is  reappearing  in  a  variety  of  new  forms. 
Banks  that  are  flexible  enough  to  use  all  the  new 
resources  and  techniques  at  their  disposal  should  be 
able  to  respond  more  easily  to  their  clients'  demands 
for  fixed  rate  credit.  By  supplying  that  need,  banks 
can  help  to  reduce  some  of  the  uncertainty  faced  by 
their  customers. 


At  Mellon  we're  constantly  developing  new  methods 
of  corporate  finance.  For  example,  we've  created  a 
special  financing  desk  that  actively  seeks  out  sources 
of  funding  for  fixed  rate  loans.  It's  one  more  way  in 
which  Mellon  provides  premier  financial  services  to 
corporate  customers. 

Mellon  Bank  and  Mellon  Financial  Services  are 
subsidiaries  of  Mellon  National  Corporation.  Mellon 
Financial  Services,  which  operates  representative  of- 
fices for  the  Bank,  also  provides  consumer  and  com- 
mercial finance,  real  estate  investment  management, 
leasing  and  real  estate  finance  services. 


Mellon  Bank 

One  of  the  banks  that  define  banking 

For  more  information  on  this  subject,  write  the  Communications 
Office,  Mellon  Bank,  Mellon  Square.  Pittsburgh,  PA  15230. 


Taxing  Matters 


As  high  interest  rates  and 
a  lengthy  recession  have 
forced  many  firms  to  cut 
back  inventories,  the  LIFO 
cure  may  become  almost 
as  bad  as  the  disease. 
Firms  find  themselves  run- 
ning up  a  hefty  tax  bill 
just  for  using  material 
from  their  warehouses. 


gains  that  occurred  long  ago — paper 
profits,  really.  But  the  taxes  the  com- 
panies may  be  required  to  pay  on 
them  are  hard  cash. 

Several  years  ago,  when  hundreds  of 
companies  were  converting  to  LIFO 
after  the  recession  of  1974-75,  infla- 
tion seemed  permanent.  LIFO  was 
hailed  as  a  way  of  preventing  infla- 
tionary increases  in  inventory  value 
from  causing  unnecessarily  high 
taxes.  But  now,  as  high  interest 
rates  and  a  lengthy  recession  have 
forced  many  firms  to  cut  back  in- 
ventories, the  cure  may  be  almost  as 
bad  as  the  disease  (see  table,  p.  101). 
In  doing  so  they  find  themselves  run- 
ning up  a  tax  bill  for  the  simple  privi- 


lege of  using  material  from  their  owi 
warehouses. 

This  creates,  of  course,  opportuni 
ties  for  people  who  want  to  mak 
their  earnings  look  better  than  the 
really  are — a  way  of  inflating  you 
stock  price.  Even  the  most  sophisti 
cated  accountant  can't  prove  that 
company  is  liquidating  inventorie 
just  for  the  LIFO  profits.  But  as  on 
accounting  analyst,  who  for  obviou 
reasons  didn't  want  to  be  named,  saic 
"Nobody  will  admit  it,  but  a  lot  c 
companies  which  want  to  show  bette 
earnings  might  sacrifice  the  casi 
they'll  have  to  pay  to  the  IRS."  LIF( 
accounting  isn't  always  the  boon  i 
was  cracked  up  to  be. 


Block  that  tax 


Iawrence  Taylor,  New  York  Giants 
I  linebacker,  doesn't  like  it.  Jets 
quarterback  Richard  Todd  hates  it.  So 
does  the  Yankees'  Dave  Winfield. 

When  they  play  in  California  they 
get  taxed  on  that  portion  of  their  sala- 
ry that  theoretically  was  earned  there. 
California  even  forces  teams  to  file 
state  income  tax  withholding  forms 
to  ensure  that  players  comply. 

Not  to  be  outdone,  New  York  State 
has  done  the  same.  If  New  York's 
Department  of  Taxation  &  Finance 
has  its  way,  every  time  that  the 
Chargers,  Rams,  Giants,  Dodgers  and 
Angels  come  to  New  York,  they  will 
get  taxed,  too.  Minnesota  and  Wis- 


consin are  following  suit  as  wel 
What's  involved  here  is  a  vanatio: 
on  unitary  taxation  (Forbes,  Aug.  3( 
1982),  in  which  states  like  Calif orni 
try  to  tax  companies  headquartere 
out  of  state  on  the  basis  of  what  pei 
centage  of  assets,  sales  and  payroll  i 
located  within  state  boundaries. 

In  the  case  of  professional  athletes 
of  course,  the  tax  take  is  minuscule- 
a  few  hundred  dollars  or  so  a  year  p£ 
player.  Complains  Mel  Lowell,  con 
troller  of  the  New  York  Knickerbocl 
ers  and  Rangers,  "This  is  just  a  nui 
sance  tax.  For  all  the  time  and  effort  i 
takes,  the  revenue  they  get  is  jus 
meaningless." — Robert  Teitelman 
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THE  BEST  WAY 
TO  GIVE  THEM 

THE  PICTURE. 


An  exact  copy.  Fax  is  the  only  system  that  sends  it 
anywhere  in  the  world.  Speed.  Economy.  Confidentiality, 
•uts  it  together  like  no  other  system  can. 

All  you  need  to  send  hard  copy  overseas  is  a 
ihone  and  a  facsimile  machine.  Trie  same  machine  you 
already  be  using  domestically.  The  price  of  a  Fax 
■mission  is  the  price  of  a  call.  And  our  1-minute  overseas 
num  makes  it  more  economical  than  ever.  See  the  chart 
ample  rates. 

Send  signed  documents.  Graphs.  Pictures.  Fax 
imits  an  exact  duplicate  from  your  original.  Sending  them 
ires  no  special  training  or  personnel.  Send  them  anytime. 


Many  terminals  can  receive  without  an  operator.  Send 
them  with  Fax.  It's  the  only  way  for  hard  copy  to  travel. 

For  a  free  brochu  re,  call  toll  free  1 800  874-8000  or  write : 
FaxFacts,  RQ  B£x297^a£Br^s^cl^N£08£l_6^97_ 

Times  and  costs  to  transmit  a  400-word  page  to  Europe* 


(transmission 

COST 

TIMES** 

Std.  Tel  Rate         Dis  Tel  Rate         Econ.  Tel  Rate  1 
(7am-1pm)          (1pm-6pm)  (6pm-7am) 

|  1  MINUTE 

$2.37                 $1.78  $142 

13  MINUTES 

$5.03                 $3.78                 $3  02  I 

1  6  MINUTES 

$9.02                 $6  78  $5.42 

♦Similar  attractive  rates  to  other  areas. 
♦♦Transmission  times  vary  depending  on  type  of  equipment  used 


Today,  two  of  our 
four  biggest  customers 
are  brewers. 


You  probably  know  Manville  as  a  con- 
struction materials  supplier,  and  rightly  so. 
We've  served  builders  a  wide  variety  of 
products  for  124  years  now,  and  will 
continue  to  do  so. 

But  we've  also  diversified  into  a  number 
of  more  specialized,  less  commodity- 
oriented  businesses,  as  the  current  ranking 
of  our  biggest  customers  makes  clear: 
Numbers  one  and  four  are  brewers. 

What  brewers  buy. 

Filter  aids  and  cartons.  We're  the  world's 
largest  producer  of  diatomite  filter  aids, 
which  clarify  a  host  of  beverages,  food- 
stuffs and  medicines. 

We  make  these  filter  aids  from  the 
mineral  diatomite,  which  comes  from 
mines  in  California,  Mexico,  Spain, 
France  and  Iceland.  Our  large  diatomite 
reserves  are  a  great  corporate  strength. 

Another:  Our  U.S.  timberlands- 600,000 
acres  in  Texas,  Louisiana  and  Arkansas. 
They  supply  the  mill  that  makes  the 


paperboard  our  carton  plants  turn  into 
beer  cartons. 

That  mill— in  West  Monroe,  La— uses 
a  coating  technology  papermakers  regard 
as  "state-of-the-art"  and  customers 
regard  as  yielding  a  superior  product. 

That's  one  of  the  reasons  why  brewers 
who  want  their  products  to  travel  first  class 
buy  Manville  cartons.  The  other:  Service. 
We've  built  a  nationwide  network  of  carton 
plants  to  serve  the  entire  beverage  industry. 

We  learned  124  years  ago  that  you 
can't  sell  a  quality  product  until  you've 
backed  it  with  quality  service. 

Filter  aids  and  cartons  as  arrows. 

They  point  to  a  strategy  that's  basic  to 
Manville's  new  world:  Use  the  company's 
particular  natural  and  human  resources 
to  develop  qualitatively  superior  products 
for  quality-sensitive  customers. 

As  our  current  customer  list  suggests, 
that  strategy  is  full  of  promise,  and  so  is 
Manville's  new  world. 


Manville 


Capital  Markets 


What  could  be  sweeter  than  a  tax-free 
bond  guaranteed  by  Uncle  Sam?  The 
economics  may  be  questionable  on  this 
new  breed,  but  the  quality  is  not. 

A  TAX  EXEMPT 
SURE  THING 


By  Ben  Weberman 


There's  a  new  kind  of  bond  around 
that  ought  to  be  of  interest  to  high- 
income  investors  who  seek  maxi- 
mum safety.  It's  a  cross  between  a 
tax-free  revenue  bond  and  a  bank 
certificate  of  deposit.  Thus  it  quali- 
fies both  for  freedom  from  federal 
income  tax  and  certain  state  taxes, 
and  for  federal  deposit  insurance. 

You  guessed  it:  It's  yet  another 
gimmick  for  channeling  money  into 
causes  that  are  supposed  to  be  so- 
cially desirable.  But  if  the  econom- 
ics are  questionable  the  quality  of 
the  bonds  is  not.  What  could  be 
sweeter?  A  tax-free  bond  guaranteed 
by  the  federal  government. 

Here's  how  it  works: 

A  local  governmental  authority 
raises  money  through  the  sale  of 
tax-exempt  bonds.  The  money  may 
be  intended  to  encourage  low-cost 
single-family  mortgage  lending  or 
to  help  farmers.  Or  just  about  any- 
thing the  lawmakers  want  to  en- 
courage. But  the  authority  itself 
does  not  do  the  lending.  It  passes 
the  money  to  banks  or  thrifts  and 
takes  back  certificates  of  deposit, 
which  become  collateral  for  the 
bond  issue.  The  banks,  in  turn,  use 
the  money  for  the  agreed  purposes 
and  pass  the  lower  borrowing  cost 
on  to  the  borrower. 

Where  does  the  federal  guarantee 
for  these  bonds  come  in?  That's 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


easy.  The  collateral  behind  the 
bonds  consists  of  the  bank  or  thrift 
CDs.  And  these,  of  course,  are  in- 
sured by  the  Federal  Deposit  Insur- 
ance Corp.  or  the  Federal  Savings  & 
Loan  Insurance  Corp.  for  individ- 
uals up  to  $100,000  per  CD. 

In  addition  to  the  tax-free  bonds 
of  this  type,  there  are  also  federally 
insured  securities  on  which  the  in- 
terest is  fully  taxable.  Developed  at 
about  the  same  time  as  the  CD- 
backed  bonds,  these  are  "zero  cou- 
pon" CDs  that,  as  far  as  the  investor 
is  concerned,  behave  like  zero  cou- 
pon bonds.  Since  they  are  taxable, 
they  carry  a  higher  yield,  naturally, 
and  are  suitable  for  pension  funds, 
or  as  nontaxable  investments.  The 
way  the  law  is  written,  a  pension 
fund  is  entitled  to  $100,000  in  feder- 
al deposit  insurance  on  bank  CDs 
for  every  participant  in  the  fund. 
Thus,  if  there  are  1,000  participants 
in  the  pension  plan,  it  can  get  up  to 
$100  million  in  federal  deposit  guar- 
antees on  each  CD.  These  guaran- 
tees are  valuable  in  a  period  like  the 
present,  when  more  and  more  bor- 
rowers are  running  into  difficulties 
servicing  their  debts. 

These  taxable  insured  securities 
could  also  be  useful  for  IRAs  and 
Keogh  plans,  since  they  carry*  a  bet- 
ter interest  rate  than  the  tax-frees 
but  the  same  federal  guarantees. 

Among  the  insured  issues  in  this 
market,  it  is  possible  to  get  a  yield 
of  11.5%  to  12%  on  taxable-interest 
issues.  On  tax-frees  look  for  less: 
Yields  are  9.5%  to  10%. 

The  idea  for  this  kind  of  security 
was  thought  up  by  Kenneth  Ri- 
lander,  senior  vice  president  of 
Blyth  Eastman  Paine  Webber.  Last 
August  Blyth  Eastman  received  a 
letter  from  the  Federal  Home  Loan 
Bank  Board  confirming  that  buyers 
of  these  zero  coupon  CDs  would  be 
covered  by  the  same  federal  insur- 
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ance  that  applies  to  those  who  walk 
through  the  front  door  of  a  bank  and 
plunk  down  hard  cash  as  a  deposit. 

The  first  such  issue  carrying 
FSLIC  guarantees  was  offered  for 
Texas  Federal  Savings  &  Loan  Asso- 
ciation. These  were  zero-coupon 
CDs.  The  issue  consisted  of  $75  mil- 
lion (face  value)  bonds  due  in  1988 
and  1994.  The  six-year  maturities 
were  priced  at  $500  for  each  $1,000 
face  amount  at  maturity  to  yield 
12.38%,  and  the  longer  security  was 
priced  at  $250  to  yield  12.5%  to 
maturity  in  12  years.  Of  course,  in- 
terest rates  have  dropped  since  then. 

Here's  a  more  recent  issue:  In  late 
December,  Florida  Federal  Savings 
&  Loan  Association  marketed  $115 
million  in  6-year  zero-coupon  CDs 
to  yield  11.75%  and  12-year  CDs  to 
yield  12%.  The  6-year  issue  was 
sold  at  $500  per  $1,000  face  amount, 
the  12-year  issue  at  $250.  That 
means  an  investor  who  forgoes  an- 
nual interest  can  double  his  money 
in  6  years  or  quadruple  it  in  12 
years.  Keep  in  mind  that  the  im- 
plied annual  interest  is  subject  to 
taxes  even  though  no  cash  is  re- 
ceived. That's  why  these  bonds  are 
suitable  only  for  IRAs,  Keogh  plans 
or  pension  and  retirement  plans. 

The  tax-exempt  technique  using 
federally  insured  deposits  as  collat- 
eral was  pioneered  by  Shearson/ 
American  Express  and  Rotan  Mosle 
Inc.  Recent  offerings  include  $16.6 
million  Pulaski  County,  Ark.  loans 
to  lenders  revenue  bonds.  The  cash 
raised  was  advanced  to  First  South 
Federal  Savings  &  Loan  Association. 
More  than  $16  million  in  bonds  due 
in  1998  were  priced  to  yield 
10.125%  tax  free.  The  bonds  are  call- 
able after  1989  at  103,  but  that's  still 
pretty  good  call  protection. 

Most  of  the  borrowing  in  this 
field  is  taking  place  in  Texas,  al- 
though there  are  also  California, 
Oklahoma,  Arkansas,  Louisiana 
and  Ohio  securities. 

If  you  are  seriously  interested,  ask 
your  broker  about  what  is  currently 
available.  (If  he  doesn't  know,  may- 
be you  should  get  another  broker.)  A 
word  of  warning,  though:  While 
these  bonds  are  marketable,  you 
might  have  to  take  a  stiff  discount 
to  sell  them  if  you  want  cash  before 
they  mature.  So,  consider  them  a 
long-term  investment  and  don't  go 
for  a  longer  maturity  than  you  are 
prepared  to  sit  with.  ■ 


FORBES,  JANUARY  17,  1983 


107 


Streetwalker 


A  bull  market  made  our  Whafs-Your-Fa- 
vorites  look  good  for  1982.  What  do  the 
experts  like  in  1983? 


Will  lightning 
strike  twice? 


By  Steve  Kichen 
and  Paul  Bornstein 


It's  not  what  one  would  call  sci- 
entific sampling,  but  it's  kind  of 
fun.  Each  January  we  ask  a  group 
of  Wall  Street  analysts  to  select  the 
stock  they  expect  to  perform  the  best 
during  the  coming  year.  Just  one 
stock,  mind  you,  but  one  that 
they  think  could  turn  hot, 
really  hot. 

As  recently  as  five  or  six 
weeks  ago  Michael  Metz  of 
Oppenheimer  &  Co.  appeared 
to  be  the  clear-cut  winner 
among  last  year's  ten  (see  box, 
p.  110).  Alas,  Metz  had  select- 
ed Mattel,  which  did  nicely 
all  year  and  then  lost  almost 
half  of  its  value  in  a  couple  of 
wild  December  days.  Metz 
ended  in  fifth  place  among 
our  ten  experts. 

As  a  group  the  ten  did  well. 
While  the  Wilshire  index 
gained  12.5%  and  the  Dow 
was  up  17.3%,  a  portfolio 
based  on  our  experts'  selec- 
tions gained  43.6%.  Eight  of 
the  ten  selections  registered 
gains.  United  Cable  TV  stayed 
flat.  Only  one,  Kaiser  Alumi- 
num &  Chemical,  registered  a  loss. 
That's  darned  good:  eight  winners  out 
of  ten. 

Robert  Stovall,  Dean  Witter's  direc- 
tor of  investment  policy,  did  poorly 
with  his  picks  for  three  straight  years 
but  he  came  through  a  big  winner  in 
1982.  His  favorite  for  1982,  NCR,  was 
up  almost  109%,  to  take  first  place. 

Our  runnerup  was  Frank  Parrish  Jr. 
of  Boston's  Fidelity  Management 
Trust  Co.  His  1982  pick,  Scotty's  Inc., 


was  up  almost  95%.  Robert  Hanisee 
of  Los  Angeles-based  Amdec  Securi- 
ties came  in  third  with  a  59%  gain  in 
Hazeltine. 

Not  bad.  So,  here  goes  again. 

For  1983  Robert  Stovall  departs 
from  his  pattern  of  big-board,  blue- 
chip  issues  and  bets  a  long  shot  with 
Weatberford  International   [9Va],  an 


Amex-listed  multinational  oilfield 
services  and  equipment  firm.  Stovall 
notes  that  the  company  earned  $2.82 
a  share  in  1981  and  might  make  70 
cents  in  1982  and  $1.25  in  1983.  Sto- 
vall is  banking  on  a  stronger  than  ex- 
pected revival  in  worldwide  energy 
demand.  "Besides,"  says  Stovall,  "ev- 
erybody likes  an  $8  stock." 

Runnerup  Frank  Parrish  Jr.  says: 
"The  airlines  are  the  most  aggressive 
picks."  Of  this  group  he  likes  a  region- 


al carrier,  Midway  Airlines.  Parrish 
notes  that  Midway  is  taking  business 
away  from  the  trunks,  and  he  expects 
this  pattern  to  continue  for  at  least  a 
year.  Parrish  thinks  Midway,  priced  at 
163/t,  will  earn  between  $1.75  and  $2 
in  1983. 

Stephen  Leeb,  who  edits  a  market 
letter,  Investment  Strategist,  placed 
fourth  for  1982  with  National  Medi- 
cal Enterprises,  up  55%.  This  time 
Leeb  is  back  with  Intel  (343/»).  Leeb 
shrugs  off  the  problems  of  overca- 
pacity, reduced  margins  and  Japanese 
competition  currently  plaguing  most 
of  the  semiconductor  industry.  Leeb 
says  that  just  a  short  while  ago  Intel 
was  practically  counted  out  of  the 
market,  until  the  firm  was  selected  by 
IBM  as  its  primary  producer  of  64K 
chips.  "And,  the  chairman  doesn't 
wear  a  tie,"  he  adds.  "The  company 
atmosphere  is  conducive  to  research." 

What  of  Michael  Metz,  jinxed  last 
year  by  Mattel?  He  is  placing  his  bet 
on  New  Process,  an  Amex-listed  mail- 
order house  (97/s).  Metz:  "This  has  nol 
been  a  dynamic  company,  but  it  has  a 
very  strong  balance  sheet,  a  com- 
manding position  in  its  industry  and 
it  looks  like  it's  beginning  tc 
leverage  its  customer  base.  A 
long  shot,  but  with  well-de- 
fined and  limited  downside 
risks." 

We  couldn't  reach  Bob  Hani- 
see,  the  third-place  winnei 
from  last  year's  pick-your-fa- 
vorite  group,  so  we  rounded 
out  our  list  with  James 
Chanos,  vice  president  at  Gil- 
ford Securities  in  Chicago 
Chanos  puts  his  faith  in  whal 
he  considers  "a  little-under- 
stood and  little-followed  com- 
pany," Perm  Central.  With  ovei 
$1  billion  in  remaining  tax 
loss  carryforwards,  the  com- 
pany doesn't  pay  any  taxes 
Chanos  expects  earnings  to  be 
around  $3  for  1982  (after  re- 
serve for  taxes  it  doesn't  actu- 
ally pay)  and  $3.50  in  1983 
"The  stock  is  at  a  bottorr 
because  it  is  viewed  as  an  oil 
service  company,  but  it's  got  muct 
more,"  says  Chanos.  He  expects  the 
company  to  sell  at  or  above  its  booi 
value — currently  $49  a  share — before 
the  final  page  is  torn  off  of  the  1983 
calendar. 

Black  &  Decker  (I6V2),  so  far  not  a 
great  performer  in  this  bull  market,  is 
a  top  choice  for  1983  by  Steven  Leuth- 
old,  chairman  of  Minneapolis-basec 
Leuthold  Group,  which  provides  in- 
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"Gentlemen,  we've  got 
a  problem:  Northwestern 

Mutual  Life'' 


"I'm  referring  to  a  new  pro- 
gram they  devised  that  enables 
their  policyowners  to  increase  their 
dividends!  Some  up  to  40% 
or  more.  And  that's  without  an 
increase  in  premiums.  The 
Northwestern  calls  it  Update  '83. 

"Disappointing,  wouldn't 
you  say? 

"How  many  times  must  we  be 
upstaged  by  the  so-called  'Quiet' 
Company?  Last  year  it  was  their 
Extra  Ordinary  Term  policy  that 
combines  the  protection  of  term 
insurance  with  the  advantages  of 
whole  life.  Do  you  know  what  that 
means?  While  maintaining  level 
premiums,  Extra  Ordinary  Term 
builds  cash  value!! 

"And  how  can  we  forget  their 
Update  '80,  where  they  provided 
over  three  billon  dollars  in  extra 
coverage  to  their  permanent 


policyowners  without  increasing 
premiums!!! 

"It's  embarrassing,  gentlemen. 
But  my  solution  is  this:  since 
Northwestern  Mutual  has  been 
innovating  for  over  a  century  and 
is  not  about  to  stop,  I  advise  that 
we  get  on  the  stick . . .  and  start" 

Of  course  the  competition  is 
concerned  about  our  great  life 
insurance  values.  But  if  you  re  a 
Northwestern  Mutual  policyowner, 
you  already  know  about  them.  If 
not,  call  a  Northwestern  agent.  Hes 
the  only  one  who  handles  North- 
western plans.  Hell  tell  you  just  how 
innovations  so  tough  on  our  com- 
petitors can  make  it  so  easy  on  you. 

Northwestern 
Mutual  Life 

The  Quiet  Company 

A  tough  act  to  follow 

©  1982  The  Northwestern  Mutual  Life  Insurance  Company,  Milwaukee,  Wisconsin 


Streetwalker 

vestment  strategies  for  institutional 
clients.  "It's  a  company  with  an  old 
family  name  and  a  good  product," 
says  Leuthold.  He  expects  B&D's  fi- 
nancial shape  to  improve  with  the 
shedding  of  McCulloch,  its  problem- 
ridden  chain-saw  division,  as  the 
economy  recovers.  Leuthold  feels 
Black  &  Decker  products  will  gain 
from  the  upsurge  in  building  and  from 
continued  gains  in  do-it-yourself.  In 
anticipation  of  a  1984  earnings  re- 
bound, Steven  Leuthold  expects  a 
price  of  around  $30  by  year-end  1983. 

For  geographic  diversity  Forbes 
went  to  the  Southwest  and  to  Simeon 
Trotter,  vice  president  of  investor  ser- 
vices for  Dallas-based  Rauscher  Pierce 
Refsnes.  Trotter  picked  AMR  Corp , 
parent  of  American  Airlines.  "It's  a 
cyclical  leader  during  a  market  recov- 
ery movement,"  says  Trotter.  He  sees 
a  firming  of  air  fares,  load-factor  im- 
provements and  stabilization  of  major 
operating  costs  such  as  labor  and  fuel. 
Trotter  expects  AMR  to  earn  S2.50  in 
1983  versus  an  expected  loss  of  $1.25 
in  1982.  Trotter  thinks  the  stock 
might  reach  $35  to  $40  a  share  from 
its  current  price  of  $22. 

Oliver  Langenberg,  corporate  vice 
president  of  A.G.  Edwards  in  St. 
Louis,  went  for  a  top  name  in  the  food 
processing  business, /A/.  Smucker  (72). 
Langenberg  points  out  that  this  mak- 
er of  jellies  and  jams  has  recorded  a 
20%  annual  growth  rate  over  the  last 
five  years  and  he  sees  the  growth  con- 
tinuing. In  the  fiscal  year  ending  April 
1982  the  company  earned  $5.41,  and 
Langenberg  expects  $6.50  for  1983 
and  at  least  $7.25  for  fiscal  1984. 
Langenberg  sees  in  Smucker  a  market 
leader  with  strong  product  identifica- 
tion and  several  new  products  on  the 
way.  He  expects  Smucker  to  be  selling 
at  14  times  earnings  in  1983 — around 
$90  a  share. 

How  about  a  stock  that  doesn't  de- 
pend on  a  robust  economy  to  do  well? 
Will  Weinstein,  a  managing  partner  at 
Montgomery  Securities  in  San  Fran- 
cisco, has  in  mind  Wilson  Foods  (9  lA), 
a  $2.2  billion  (sales)  Oklahoma  City- 
based,  over-the-counter  pork  proces- 
sor. Weinstein  says  Wilson  is  at  the 
low  end  of  the  hog  production  cycle. 
He  anticipates  that  the  firm  could 
earn  $5  a  share  in  the  fiscal  year  end- 
ing July  1984,  compared  with  $2.55  in 
the  last  fiscal  year  and  an  estimate  of 
only  SI  for  the  current  year.  "I'm  not 
sure  when  the  hog  cycle  will  peak," 
Weinstein  says,  "but  within  the  next 
two  years  you  could  make  two  to 
three  times  your  money." 


It  was  a  pretty  good  year 


Seven  of  our  ten  stock  pickers  last  year  lFoRBES,/<in.  18, 1982)  outperformed 
the  bull  market.  The  Wilshire  index  advanced  12.5%,  the  Dow  17.3%,  but 
an  imaginary  $10,000  portfolio  of  our  ten  selections  gained  43.6%. 
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Watkins-Jobnson  [50Vi)  is  the  choice 
of  Alan  Blake,  vice  president  and  port- 
folio strategist  at  Prudential-Bache. 
Blake  thinks  that  the  entire  defense 
electronics  group  looks  very  interest- 
ing. "If  there  is  one  thing  we  learned 
from  the  war  in  the  Falklands,  it  is 
that  smart  electronics  can  offset  a  lot 
of  hardware,"  remarks  Blake.  Even 
though  Watkins  is  selling  at  about  17 
times  projected  1982  earnings  and  12 
times  projected  1983  earnings,  Blake 
is  not  nervous  about  the  multiple. 
"This  is  a  market  of  multiple  expan- 
sion," he  replies. 

How  about  an  academician?  David 
Shulman  is  a  financial  economist  at 
UCLA's  business-forecasting  project. 
He  picks  IBM  [923/i)  because  "every- 
thing is  working  just  right."  Shulman 
cites  as  examples  the  expected  de- 
cline in  the  exchange  rate  of  the  dollar 
and  IBM's  new  personal  computer. 
"The  firm  is  now  bearing  the  fruits  of 
its  investments  from  the  last  couple 
of  years,"  remarks  Shulman.  He 
points  out  that  since  1979  the  com- 
pany has  spent  the  equivalent  of  $55  a 
share  for  R&.D  and  capital  expendi- 
tures. Shulman  believes  that  the  com- 
pany should  sell  at  a  P/E  multiple 
25%  above  the  market,  and  so  he  an- 
ticipates a  price  of  $120  to  $130  by  the 
end  of  the  year. 

Will  our  randomly  selected  experts 
do  as  well  in  1983  as  they  did  in  1982? 
No  guarantee. 


Boone  strikes  again 

Poor  T.  Boone  Pickens  Jr.  He  gets 
beaten  out  of  taking  over  Cities 
Service,  and  now  a  much  smaller  tar- 
get, General  American  Oil,  is  kicking 
him  in  the  shins  for  trying  to  take 
them  over. 

Poor  Boone  Pickens,  indeed!  His 
Mesa  Petroleum  pocketed  a  $25  mil- 
lion consolation  prize  in  1982's  sec- 
ond quarter  for  getting  beaten  in  his 


attempt  to  take  over  Cities  Servio 
That  was  for  Cities  stock  Mesa  sol 
back  in  the  heat  of  the  takeover  ba 
tie.  It  had  to  pay  him  $20  a  share  moi 
than  the  market  price  was  befoi 
Boone  started  the  fray. 

And  here  we  go  again.  In  mid-Di 
cember  Pickens  made  a  $40  a  shai 
offer  for  majority  control  of  Genen 
American,  which  rose  from  28  to  3 
the  week  before.  To  fend  him  ol 
General  American  offered  to  buy  a  b: 
block  of  its  own  shares  at  $50  a  shar 
If  Pickens  gives  up  the  fight  he  wi 
still  have  a  gain  to  report,  as  we  sha 
see  in  a  moment.  But,  if  Mesa  shoul 
succeed  in  dragging  GA's  manag 
ment  into  a  merger,  Mesa  acquirt 
80.4  million  barrels  of  proved  oil  r 
serves — money  in  the  bank  even  if  o 
prices  stay  weak.  If  someone  else  tri< 
to  acquire  General  American  at 
higher  price,  that's  okay,  too,  becau; 


Mesa  Chaimvm  T.  Boone  Pickens  Jr. 
Once  again,  he  holds  a  wild  card. 
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 Get  United's  Investors  Action  Kit for 1983  

Stocks  you  should  forget 
for  buying  and  selling  now! 

bu  get  5  timely  United  Reports:  something  for  Growth. . .  something  for 
Income. . .  something  for  Profit. . .  and  something  for  Speculation 

What  are  your  risks?  What  are  your  opportunities? 


80 


Utility  Stocks 

Which  should  you  Buy,  Hold,  or  Sell: 


A  lot  of  investors  believe  that  Utilities  combine  relative 
safety  with  high  income,  and  in  addition,  give  you  a  chance 
at  some  healthy  appreciation.  This  is  true.  Yields  of  12% 
have  been  common,  15%  has  been  attainable,  and  often 
some,  or  all  of  that  income  has  been  free  of  Federal 
Income  Tax. 

In  addition,  the  Utility  industry  has  been  experiencing 
a  major  improvement  in  its  underlying  financial  and 
operational  characteristics.  But  some  utility  stocks  are 
much  better  investments  than  others.  This  United 
Report  helps  you  assess  each  of  80  Utilities  in  15  different 
ways.  More  than  that,  it  gives  you  specific  buy,  hold,  sell 
advice  on  each  stock. 


8 


Fast  Growth  Stocks  for 
Aggressive  Investors 


These  eight  companies  all  boast  growth  rates  averaging 
from  25%  to  50%  per  year,  and  all  of  them  are  expected  to 
ring  up  earnings  gains  of  at  least  15%  or  better  during  their 
current  fiscal  years.  The  companies  range  from 
distributors  of  wines  and  liquors,  medical  care  purveyors, 
and  food  distributors,  to  high-tech  scientific.  And  all  have 
the  potential  for  further  rapid  growth.  For  example: 
•  This  software  company's  earnings  have  grown  at  a 
compounded  rate  of  47%  since  1978.  •  This  anti-theft 
systems  marketer  controls  70%  of  its  market  and  should 
grow  30%  annually.  •  This  giant  food  distributor  has 
demonstrated  its  resistance  to  recession,  and  expects 
earning  increases  of  20%  the  next  few  years. 


5, 


Takeover  Candidates 
to  Buy  Now 


Whether  the  stock  market  is  going  up,  down,  or 
sideways,  the  people  who  were  holding  stocks  that  were 
taken  over  have  made  a  lot  of  money.  But  how  do  you 
know  which  companies  are  going  to  be  taken  over? 
Research  can  help,  and  United  has  done  some  for  you. 

Many  companies  with  lots  of  cash  find  it  cheaper  to  buy 
old  assets  than  to  build  new  ones.  In  addition,  many 
stocks  are  still  trading  well  below  true  asset  values,  and 
that  makes  them  tempting  targets  for  acquisition.  Most 
important,  though,  United  believes  these  5  takeover 
candidates  are  good  buys  in  their  own  right.  That  they 
also  have  takeover  possibilities  just  gives  them  higher 
profit  potential. 


5'  Promising  Low -Priced 
Stocks  to  Buy  Now 

There  is  something  about  low  priced  stocks — namely, 
their  low  price — that  seems  to  guarantee  never-ending 
popularity.  A  stock  selling  at  15  looks  like  a  bigger  bargain 
than  one  selling  at  75,  though  the  opposite  can  certainly 
be  true.  Low  prices  aren't  always  bargain  prices. 
However,  by  their  very  nature  such  issues  are  usually 
quite  volatile  and,  when  carefully  selected,  can  provide 
big  capital  gains  potential.  In  this  Report  we  are 
spotlighting  stocks  currently  trading  in  the  12-16  range 
which  offer  promising  profit  possibilities.  Some, 
especially  the  high-technology  companies,  carry  rather 
substantial  risks — but  could  be  real  "winners"  in  time. 
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Q/T  Most  Active  Stocks 
of 1982  on  the  NYSE 

Buy?  Hold?  Sell?  Facts,  figures, 
analysis,  appraisal  of  risk 


With  this  United  "Action  Kit"  you  will  also  receive 
a  full  6-Week  Subscription  to  United  Reports  on  Business  and  Investments 


•  Stock  Market  Analysis  and  specific  recommendations  •  General  Busi- 
ness Forecast  •  United's  Supervised  List  •  Buying  advice  of  other  services 

•  Bonds  and  Preferred  Stocks  •  Stocks  to  sell  or  avoid  •  New  product 
studies  •  Views  of  leading  authorities  .  .  .  and  much  more. 

/?  issue  subscription  to  U nited  Reports  alone  $(T 
O  is  a  $17  value.  This  entire  package  only. . .  \J 


■  MAIL  THE 
POSTAGE  PAID  REPLY  CARD  TODAY! 
SEND  NO  MONEY  ...  WE  WILL  BILL  YOU. 

210  Newbury  Street,  Boston,  MA  02116 

UNITED 

Business  ^Investment  Service 


Streetwalker 


the  higher  the  price  the  more  likely 
Mesa  is  to  profit  on  the  1.9  million 
shares  it  owned  before  the  offer. 

That's  because  there  is  a  hidden 
angle.  Mesa  has  debentures  that  are 
convertible  into  the  General  Ameri- 
can stock  it  already  holds.  To  the  ex- 
tent the  rising  price  of  General  Ameri- 
can tempts  people  holding  the  deben- 
tures to  convert,  Mesa  books  a  fast 
profit;  it  could  easily  end  by  eliminat- 
ing the  whole  issue,  thus  paying  off 
$76.6  million  in  debt  with  stock  that 
cost  it  only  $31.7  million.  Voila!  He 
books  a  $44.9  million  profit. 

Any  way  you  slice  it,  buying  stocks 
and  threatening  takeovers  is  an  easier 
way  to  make  money  than  by  drilling 
for  oil.  One  is  tempted  to  wonder 
whether  Pickens  wouldn't  rather  lose 
than  win. — Priscilla  S.  Meyer 

Sleeping  beauty? 

Is  GATX  Corp.,  the  Chicago-based 
leaser  of  tank  cars,  an  attractive 
takeover  candidate?  Some  very  smart 
people  think  so.  Its  fleet  of  railroad 
freight  cars  is  generating  a  lot  more 
tax  benefits  than  its  depressed  profits 
can  absorb.  It  finished  1982  with  al- 
most $600  million  in  deferred  taxes 
and  investment  tax  credits,  and  those 
could  be  a  valuable  hidden  asset  to 
anyone  with  income  to  shelter.  More- 
over, GATX  has  a  very  nice  excess 
cash  flow — money  from  items  such  as 
depreciation  not  required  for  capital 
spending.  To  put  it  in  perspective, 
GATX  has  only  about  12  million 
common  shares.  Those  shares  are 
selling  around  20 — which  is  half  the 
clearly  understated  book  value. 

Why  is  the  stock  so  low?  Because 
earnings  are  badly  depressed.  A  few 
years  ago  GATX  was  doing  around 
$5.26  a  share.  But  it  earned  only 
about  $1.90  last  year  and  probably 
won't  do  better  this  year.  Heavily  de- 
pendent on  the  steel  and  auto  indus- 
tries, GATX'  Great  Lakes  shipping  di- 
vision is  bleeding.  So  is  its  specialty 
steel.  With  the  economy  weak,  leas- 
ing of  tank  cars  for  commodities  is 
down  and  so  are  the  other  kinds  of 
leasing  GATX  does.  All  in  all,  a  sorry 
picture,  but  one  that  could  quickly 
reverse  if  the  economy  picks  up.  And 
in  the  meantime,  there's  all  that  free 
cash  flow,  those  lovely  tax  credits  just 
waiting  to  be  used  and  lots  of  assets 
that  could  be  sold  or  pledged.  All  the 
ingredients  of  a  severely  undervalued 
stock,  the  kind  that  appeals  to  take- 
over artists. — Thomas  Jaffe 


David  Wallace  of  Bangor  Punta 

The  tender  touch  wouldn't  come  cheap. 


Bangor's  insiders 

Here's  a  company  whose  earnings 
are  really  in  the  tank.  In  the  fiscal 
year  that  ended  in  September  they 
collapsed  from  $6.06  the  year  before 
to  just  34  cents.  They  will  be  better 
this  year,  but  nowhere  near  where 
they  were.  So  guess  what:  The  insid- 
ers are  buying  the  stock,  and  buying  it 
steadily.  The  insiders  now  own  52%. 

The  company?  Greenwich,  Conn.- 
based  Bangor  Punta  Corp.,  a  conglom- 
erate that  owns  Piper  Aircraft,  Smith 
&  Wesson  firearms,  a  lot  of  California 
land  and  an  11%  chunk  of  Lone  Star 
Industries.  The  insiders  doing  the 
buying  include:  David  Wallace,  Ban- 
gor's chairman;  James  Stewart,  chair- 
man of  Lone  Star;  Count  Ferdinand 
von  Galen,  who  heads  a  private  bank 
in  Frankfurt,  West  Germany;  and  the 
employee  stock  plan.  Of  the  group, 
Stewart  and  von  Galen  are  the  biggest 
owners;  each  already  holds  20%  of  the 
7.1  million  shares  outstanding. 

It  might  look  as  if  the  controlling 
group  plans  to  take  Bangor  private, 
but  Chairman  Dave  Wallace  vows 
that  this  is  far  from  their  minds. 
Couldn't  afford  it,  he  says.  "If  we  did 
we'd  have  to  appraise  the  assets,  and 
that  would  show  a  considerably  high- 
er value  than  they  are  carried  at." 
Since  the  book  value  is  $29,  the  as- 
sumption is  that  the  appraised  value 
would  be  more  like  $40  or  $50.  What 
Wallace  is  saying  is:  Why  buy  the 
minority  stock  at  $40  or  $50  when  we 
can  buy  it  in  slowly  at  the  market 
price,  which  is  only  around  $17? 

Wallace  is  thinking  assets  while  the 
analysts  think  earnings.  Piper,  for  ex- 
ample, is  in  the  red,  but  Wallace  says: 
"If  I  picked  up  the  phone  tomorrow 
and  said  I  wanted  to  sell  Piper,  I'd 
have  to  fight  the  buyers  off."  And  he 


says  it  would  bring  a  lot  more  than 
the  $120  million  Bangor  paid  for  the 
company.  Bangor  has  more  than  7 
million  shares  outstanding,  so  Piper 
alone  is  worth  more  than  what  the 
whole  company's  selling  for. — T.J. 

Whatever  became  of 
Saul  Steinberg? 

ffl  as  Saul  met  his  David?  Saul 
Km  Steinberg,  that  is.  Not  much  has 
been  heard  from  the  mighty  Saul  re- 
cently, and  with  good  reason.  The  ag- 
ing boy  genius  of  Wall  Street  is  in  a 
spot  of  trouble.  Last  year  he  went  pri- 
vate with  his  insurance  and  invest- 
ment company,  Reliance  Group,  go- 
ing heavily  into  hock  to  buy  out  the 
public  shareholders.  Now  he  may  be 
wondering  why  he  was  so  quick  to  get 
rid  of  his  silent  partners.  Reliance's 
two  biggest  holdings  are  Tiger  Inter- 
national, the  ailing  air  freight  com- 
pany, and  Imperial  Corp.  of  America, 
a  big  San  Diego  savings  and  loan.  Reli- 
ance is  somewhat  ahead  on  its  Imperi- 
al shares,  though  it  was  badly  under- 
water last  summer.  Tiger,  however, 
has  been  a  disaster  for  Steinberg.  He 
paid  $77  million — $20  a  share — for 
23%  of  Tiger's  common;  those  shares 
are  now  worth  barely  $30  million, 
putting  Steinberg  nearly  $50  million 
in  the  tank.  Nor  can  Steinberg  pull  a 
Boone  Pickens  (see  p.  110)  and  bluff 
these  companies  into  buying  his 
shares  to  get  him  off  their  backs.  Nei- 
ther management  has  the  wherewith- 
al. Which  makes  Steinberg  a  stuck- 
holder  rather  than  a  stockholder  in 
these  two  outfits.  That's  a  position 
fellows  like  Steinberg  don't  much  en- 
joy. They're  used  to  calling  the  tune, 
not  just  sitting  there  waiting  for  the 
music  to  start. — T.J. 
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AIN  DEVELOPMENT  CO.  LTD.  A,  T,  M 

JNTON,  Dec.  15,  1982— Chieftain  Development  Co. 
ently  completed  three  oil  wells,  in  which  it  has 
s  of  50  percent,  at  Crystal,  50  miles  southwest  of 
on.  Production  from  the  first  two  wells  began 
the  first  week  of  December  at  a  combined  rate  of 
rrels  per  day.  The  third  well  is  to  commence 
ion  before  Christmas.  A  fourth  well,  in  which 
n  has  a  33.33  percent  interest,  is  being  drilled 
fifth  will  commence  shortly.  Depending  upon 
results,  Chieftain  could  participate  in  a  further 
ills  at  Crystal.  Production  from  all  these  wells 
s  for  the  new  oil  reference  price  (NORP)  of 
nately  $43  a  barrel. 

activity  at  Crystal  is  one  component  of  Chieftain's 
accelerated  Alberta  drilling  program  which  has  seen 
;  spud  on  the  company's  acreage  over  the  last  three 
Results  to  date  include  three  oil,  six  gas  and  six 
ised  for  evaluation.  Drilling  is  continuing  at  eight 
s. 

:  deep  basin  area  of  Western  Alberta,  three  addition- 
wells  have  been  completed  at  Hythe  and  tied  into 
ion.  A  fourth  development  well  is  being  completed 
fth  is  being  drilled.  Chieftain  plans  three  additional 
is  winter. 

ild  Creek,  in  the  southern  portion  of  the  deep  basin, 
lis  have  been  completed  as  gas  producers  and 
has  been  cased  for  evaluation.  Chieftain  now  has 
age  interest  of  25  percent  in  10  gas  wells,  two  oil 
id  four  wells  which  are  cased  for  evaluation.  Three 
'ells  at  Gold  Creek,  including  one  in  which  the 
y  has  a  40.6  percent  interest,  are  currently  being 
md  Chieftain  intends  to  participate  in  at  least  three 
is  winter. 

e  oil  potential  East  Peace  River  High  area,  Chief- 
i  participating  in  its  second  well  at  EVI  The  first  well 
>ed  for  evaluation.  Chieftain's  exploration  program 
r  a  minimum  of  three  wells  in  the  Narrows  Creek, 
reek  and  Loon  Lake  area. 

tact:  Tom  Campbell  of  Chieftain  at  1201  Toronto 
in  Tower,  Edmonton  Centre,  Edmonton,  Alberta,  Can- 
2Z1,  or  phone  (403)  425-1950). 


RYWIDE  CREDIT  INDUSTRIES,  INC.  A 

YORK,  N.Y.,  DECEMBER  13,  1982— David  S.  Loeb, 
an  and  President  of  Countrywide  Credit  Industries, 
wrted  greatly  increased  third  quarter  earnings  be- 
roup  of  security  analysts  here  prior  to  the  Company's 
in  the  American  Stock  Exchange  today.  At  the  same 
e  discussed  the  Company's  outlook  and  projected 
983  and  fiscal  1984  earnings, 
-tax  earnings  for  the  third  quarter,  ended  November 
2,  were  $573,000,  or  $.12  per  share,  compared  to  a 
595,000,  or  $(.02)  per  share  (adusted  to  reflect  stock 
ds)  a  year  ago.  Fully  diluted  earnings  were  $.11  per 
line  month  after-tax  earnings  were  $1,456,000,  or 
:r  share,  compared  to  $850,000,  or  $.18  per  share 
;d)  a  year  ago.  Fully  diluted  earnings  for  the  nine- 
period  were  $.29  per  share. 
Loeb  predicted  full  year  after-tax  earnings  for  the 
iding  February  28,  1983  will  be  in  the  range  of 
mately  $2,000,000  to  $2,250,000  or  $.42  to  $.47  per 
compared  to  $922,000  or  $.20  per  share  for  fiscal 
:ully  diluted  earnings  per  share  would  then  range 
40  to  $.44  He  further  projected  that  fiscal  1984 
s  would  climb  to  a  range  of  approximately 

000  to  $5,100,000,  or  earnings  per  share  on  a  fully 
basis  of  $.72  to  $.90  per  share  These  projections 
ased  upon  the  assumption  that  interest  rates  will 
e  to  decline  or  stabilize  at,  or  below  the  present  level, 
it  there  would  be  a  continued  increase  in  housing- 

1  activity. 

itrywide's  Board  of  Directors  has  authorized  payment 


of  a  six  cent  per  share  dividend,  payable  January  12,  1983 
to  holders  as  of  December  24,  1982.  Currently  there  are 
4,802,675  shares  outstanding. 

Mr.  Loeb  announced  that  effective  today,  December  13, 
1982,  the  Company's  common  stock  is  now  listed  on  the 
American  Stock  Exchange  under  the  symbol  CCR. 

Mr.  Loeb  also  announced  that  the  Company  will  soon  file 
an  application  to  operate  a  new  savings  and  loan  subsid- 
iary, to  be  named  Countrywide  Savings  and  Loan,  which  will 
operate  in  the  State  of  California  and  will  provide  a  full 
range  of  financial  services. 

This  will  bring  the  number  of  operating  subsidiaries  to 
six.  Countrywide  Funding  Corporation  (mortgage  banking) 
now  has  49  branches  in  14  states  while  Countrywide 
Acceptance  Corporation  (manufactured  housing  financing) 
will  open  its  7th  and  8th  offices  in  the  4th  quarter.  Other 
subsidiaries  include  Countrywide  Thrift  and  Loan  with  4 
branches  in  California,  Countrywide  Securities  Corporation, 
an  NASD  broker-dealer,  retailing  GNMA  mortgage-backed 
securities  and  municipal  and  GNMA  unit  trusts,  and 
Countrywide  Agency,  Inc.  (insurance). 

(Contact:  Wayne  Turkheimer,  Countrywide  Credit  Indus- 
tries, Inc.,  3440  Wilshire  Boulevard,  Los  Angeles,  CA  90010. 
Phone:  (213)  380-1731.) 

wammmmmmmmmmmmmmmmmmm 

HOSPITAL  CORPORATION  OF  AMERICA  N 
Four-for-Three  Stock  Split 

NASHVILLE,  TENNESSEE,  Dec.  10, 1982— A  four-for-three 
stock  split  has  been  authorized  by  the  Board  of  Directors  of 
Hospital  Corporation  of  America. 

Chairman  Donald  S.  MacNaughton  and  President  and 
Chief  Executive  Officer  Thomas  F.  Frist,  Jr.  announced  the 
Board  action  today.  They  indicated  that  the  split  was  based 
upon  1982's  continued  favorable  operating  results  and 
expectations  for  another  excellent  year  in  1983.  In  addition, 
the  market  price  of  HCA's  common  stock  has  increased  70% 
in  the  last  year. 

The  split,  HCA's  sixth  since  1972,  will  be  accomplished 
by  issuing  one  additional  share  of  HCA  common  stock  for 
each  three  shares  outstanding.  Distribution  will  be  made 
January  17, 1983,  to  all  shareholders  of  record  on  December 
20,  1982. 

The  Board  also  declared  a  quarterly  cash  dividend  of 
$.0825  per  share  payable  January  31,  1983,  to  all  share- 
holders of  record  on  December  20,  1982.  The  cash  dividend 
has  been  adjusted  for  the  stock  split  and  will  be  applicable 
to  the  new  shares  resulting  from  the  split,  making  the  new 
rate  equivalent  to  the  $.11  per  share  paid  during  the  most 
recent  quarter. 

MacNaughton  and  Frist  said  the  stock  split  would  provide 
broader  ownership  of  HCA  stock  and  further  enhance  the 
marketability  of  the  Company's  common  shares.  The  stock 
split  is  also  a  further  way  to  share  with  HCA  stockholders 
the  continuing  favorable  results  of  the  Company. 

Hospital  Corporation  of  America  is  a  publicly  owned 
international  health  care  company  committed  to  the  delivery 
of  quality  patient  care  at  a  reasonable  cost  HCA  and  its 
affiliates  currently  own  or  manage  for  others  over  360 
hospitals  with  51,000  beds  worldwide. 

(Contact:  Victor  L.  Campbell,  Vice  President  Corporate 
Communications,  Hospital  Corporation  of  America,  One  Park 
Plaza,  Nashville,  Tenn.  37203.  Phone:  (615)  327-9551.) 


SHONEY'S,  INC.  O 
SHONEY'S,  INC.  REPORTS  RECORD  YEAR 
AND  94TH  RECORD  QUARTER 
NET  INCOME  UP  57% 
REGULAR  QUARTERLY  DIVIDEND  INCREASED 
NASHVILLE,  TENNESSEE,  December  21,  1982— Shoney's, 
Inc.  today  reported  record  revenues,  net  income  and  earn- 
ings per  share  for  both  the  fourth  quarter  and  year  ended 
October  31,  1982.  This  marks  the  94th  consecutive  quarter 


in  which  revenues  and  earnings  have  set  record  highs  over 
the  same  quarter  of  the  prior  year. 

Revenues  for  fiscal   1982   increased   25%  from 
$269,360,000  to  $337,380,036.  Net  income  rose  57%  to 
$23,234,596  or  $1.60  per  share  from  $14,787,385  or  $1.03 
per  share  in  fiscal  1981.  Income  from  operations  increased 
21%  from  $14,787,385  to  $17,841,001.  The  remaining 
portion  of  the  increase  in  net  income  totalling  $5,393,595 
resulted  from  two  non-recurring  gains  and  a  writeoff  of 
goodwill  as  shown  below. 
Sale  of  22  KFC  units  for  194,208 
shares  of  Heublein,  Inc.  stock 
valued  at  $5,700,000  $2,034,543 
Exchange  of  Heublein,  Inc.  stock  for  a 
combination  of  common  and  pre- 
ferred stock  of  R.J.  Reynolds  stock 
valued  at  $11,064,996  4,576,099 
Writeoff  of  goodwill  (1,217,047) 

$5,393,595 

Both  Shoney's  and  Captain  D's  showed  real  gains  in 
customer  counts  during  the  fourth  quarter  1982.  The  aver- 
age unit  volume  of  all  company-owned  units  increased 
13.7%,  resulting  in  a  real  gain  of  10.8%  after  deducting 
menu  price  increases.  The  momentum  from  the  real  gain  in 
sales  will  have  a  significant  impact  on  1983  sales  and 
profit. 

The  company  had  an  increase  of  52  company-owned  units 
during  1982,  including  17  Shoney's  Restaurants  and  35 
Captain  D's.  In  addition  to  the  214  franchise  Famous  Recipe 
Chicken  units  acquired  during  the  year,  the  company  had  a 
net  increase  of  18  franchised  units,  including  7  Shoney's 
Restaurants  and  11  Captain  D's.  For  1983,  the  company 
plans  to  open  approximately  65  company-owned  units. 

The  average  unit  sales  (adjusted  for  52-week  year)  of  the 
two  principal  concepts  set  record  highs.  Sales  of  the 
average  Shoney's  Restaurant  increased  from  $950,000  to 
$1,048,000.  The  average  Captain  D's  had  1982  sales  of 
$523,000  compared  with  $507,000  in  1981. 

At  its  meeting  held  today,  the  Board  of  Directors  in- 
creased the  quarterly  dividend  25%  from  $.04  per  share  to 
$.05  per  share.  The  dividend  is  payable  on  January  27,  1983 
to  stockholders  of  record  January  11,  1983. 

(Contact:  Taylor  H.  Henry,  Jr.,  Shoney's,  Inc.,  1727  Elm 
Hill  Pike,  Nashville,  Tenn.  37202.  Phone  (615)  361-5201.) 


UNITED  TELECOMMUNICATIONS,  INC.  N 

KANSAS  CITY,  MO.,  Dec.  6— The  acquisition  of  Market 
Information,  Inc.  by  United  Telecommunications,  Inc.  was 
announced  today  by  Paul  H.  Henson,  Chairman  of  United 
Telecom.  Market  Information,  Inc.,  head-quartered  in 
Omaha,  Neb.,  provides  a  broad  range  of  commodity  quota- 
tion and  computerized  charting  services  to  customers  via 
satellite  and  FM  sideband  radio  transmission. 

In  the  transaction,  United  Telecom  acquired  all  of  the 
capital  stock  of  Market  Information  for  an  undisclosed 
amount  of  cash  and  notes.  Market  Information  will  have 
revenues  of  approximately  $3  million  in  1982. 

Henson  said  the  services  provided  by  Market  Information 
fit  well  with  United  Telecom's  objective  of  developing  and 
expanding  its  value-aided  communications  and  information 
transfer  services. 

Market  Information  will  operate  as  a  business  unit  within 
United  Communications  Systems,  Inc.,  an  operating  group 
which  is  selectively  expanding  United's  position  within  the 
information  industry.  Affiliation  with  United  will  enable 
Market  Information  to  expand  its  direct  coverage  of  major 
cities  and  to  accelerate  its  development  of  news  services. 

United  Telecom  is  a  diversified  telecommunications  com- 
pany with  major  holdings  in  the  telephone,  distribution, 
computer  services  and  data  communications  industries. 

(Contact:  Don  Forsythe,  United  Telecommunications,  Inc., 
P.O.  Box  11315,  Plaza  Station,  Kansas  City,  MO  64112. 
Phone:  (913)  676-3343.) 


(For  information  on  Corporate  Report  Updates,  call  Sarah  Madison  (212)  620-2371) 


When  workers  aren't  there, 
business  doesn't  work. 


Each  year  cancer  strikes 
120,000  people  in  our  work 
force,  and  causes  our  economy 
to  lose  more  than  $10  Pillion 
m  earnings.  Earnings  that 
American  workers  might  still 
Pe  generating  if  they  had  known 
the  simple  facts  on  how  to 
protect  themselves  from  cancer. 

Protect  your  employees, 
your  company,  and  yourself 
...call  your  local  unit  of  the 
American  Cancer  Society  and 
ask  for  their  free  pamphlet. 
"Helping  Your  Employees 
to  Protect  Themselves 
Against  Cancer."  Start  your 
company  on  a  policy  of 
^  good  health  today' 

9  American  Cancer  Society 

The  soace  contributed  as  a  public  service 


IL  M8PELL8 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
***        AND  GOURMET 

.  1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310  . 


<g  C.O.D.  DELIVERY  ^ 

^  KRUG ERRANDS 

Write  or  Call  for  Brochure  ★  3-5  Days 

+  Directly  To  Your  Bank  *  Safe 
KRUGERRAND     800-535-781 1 

CORP.  800-662-1901  (In  Louisiana) 

J.319  RICHARDS  BLDG  .  NEW  ORLEANS,  LA  70112  A 


Since  the  boomlets  of  1982,  many  issues 
have  retreated  from  their  highs,  but  there 
are  still  some  buys  in  the  market. 

GO,  CONSUMERS, 
GO! 


By  Ann  C.  Brown 


Are  you  tired  of  reading  about  a  dull 
and  draggy  economy?  Do  you  want 
stocks  to  reach  new  highs  in  1983? 
Then  dust  off  your  credit  cards  or 
get  out  your  checkbook  and  buy 
something.  Like  a  new  house,  for 
instance.  Or  a  new  car  (preferably 
American  made).  Or  that  tractor 
you  have  always  wanted.  Or  furni- 
ture, carpeting,  refrigerators,  home 
computers  and  other  high-tech  gear, 
or  almost  anything  with  a  three-to- 
six-digit  price  tag. 

In  spite  of  last  year's  stock  market 
surge,  in  spite  of  the  Federal  Re- 
serve's continuing  steps  to  lower  in- 
terest rates,  the  buying  public  keeps 
its  hands  and  its  money  in  its  pock- 
ets. It's  difficult  to  get  economists 
to  agree,  but  recently  there  has  been 
remarkable  concurrence  in  the  be- 
lief that  until  this  changes,  the 
country  won't  come  out  of  the  re- 
cession. Certainly  help  isn't  going 
to  be  coming  from  business,  which, 
for  the  most  part,  is  operating  at  a 
fraction  of  capacity.  Neither  is  the 
economy  going  to  benefit  from  soar- 
ing demand  from  overseas  for  our 
goods  and  services,  when  foreign 
currencies  are  weak  and  the  dollar  is 
too  strong. 

Okay,  how  do  we  pry  those 
pocketbooks  open?  First  of  all, 
hope  and  pray  that  the  Federal  Re- 

Ann  C.  Broun  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC  Brown  &  Associates. 


serve  keeps  cutting  the  discount 
rate  to  a  level  lower  than  the  7Vi% 
most  Fed-watchers  now  expect. 
There's  enough  slack  in  the  econo- 
my to  support  a  relaxed  monetary 
policy  for  a  year  or  two,  or  possibly 
three,  without  rekindling  the  fires 
of  inflation. 

Next,  it  would  be  wise  to  settle 
the  Social  Security  mess  as  soon  as 
possible.  It's  increasingly  obvious 
that  neither  the  Republicans  nor 
the  Democrats  want  anything  to  do 
with  this  political  hot  potato.  But 
even  an  unpalatable  solution  would 
remove  the  anxiety  many  people 
feel  at  not  knowing  their  financial 
future.  Those  persons  now  receiv- 
ing monthly  checks  are  worried 
about  their  benefits'  being  taxed  or 
otherwise  reduced  through  such 
things  as  changes  in  the  cost-of-liv- 
ing adjustments.  Workers  approach- 
ing retirement  are  wondering  just 
what  income  will  be  forthcoming — 
and  when — since  there's  a  good 
chance  the  age  of  eligibility  will  be 
increased.  This  apprehension  and 
concern  have  resulted  in  increased 
personal  savings  and  reduced  per- 
sonal expenditures. 

One  way  to  free  up  some  money 
would  be  to  shorten  the  capital 
gains  holding  period.  The  bill  be- 
fore Congress  last  fall,  to  make 
long  term  anything  held  over  six 
months,  appears  to  have  been  nib- 
bled to  death  by  lame  ducks.  My 
suggestion  is  for  a  graduated  cap- 
ital gains  tax  based  on  length  of 
time  an  asset  has  been  held,  start- 
ing.at  30  days.  The  rate  would  be 
lowered  steadily  each  month  for 
the  next  12  months  until  the  mini- 
mum tax  rate  was  reached  at  one 
year.  In  addition  to  helping  retail 
sales,  this  faster  turnover  of  tax- 
able money  could  add  to  govern- 
ment revenues  and  aid  in  lowering 
the  federal  deficit. 
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Most  consumer  stocks  were  big 
winners  in  the  market  boomlets  of 
1982.  Since  then,  many  issues  have 
retreated  from  their  highs  for  a  vari- 
ety of  reasons,  including  disappoint- 
ing earnings,  profit  taking,  the  gen- 
eral state  of  the  market  and,  most 
important,  the  growing  realization 
that  people  are  spending  more  cau- 
tiously than  earlier  anticipated. 
Three  stocks  that  continue  to  per- 
form well  and  could  show  large 
earnings  gains  this  year  are  May  De- 
partment Stores  (46),  Dart  &  Kraft,  Inc. 
(68)  and  Gillette  (46). 

May  Department  Stores  has  a  fair 
number  of  its  stores  located  in  the 
beleaguered  Midwest,  yet  the  com- 
pany's earnings  have  managed  to 
rise  each  year  for  the  last  four  years, 
if  you  count  the  $4.75  to  $4.90  per- 
share  earnings  estimated  for  the 
year  ending  this  month.  Next  fiscal 
year,  $5.50  to  $5.90  per  share  is  pos- 
sible. Since  the  fourth  quarter  is 
such  a  heavy  contributor  to  May 
Department  Stores'  bottom  line, 
chary  investors  may  be  more  com- 
fortable waiting  until  earnings  are 
announced  before  making  an  initial 
commitment  or  adding  to  existing 
stock  portfolios. 

If  you  add  back  all  the  one-shot 
writeoffs  Dart  &  Kraft,  Inc.  took  in 
1982  for  things  like  getting  Kraft 
Europe  in  fighting  shape  and  adjust- 
ing for  currency  losses,  the  com- 
pany's operating  earnings  would  be 
around  $7.95  per  share  rather  than 
the  soon-to-be-announced  per-share 
earnings  of  $6.55  to  $6.60  or  so  for 
the  year  just  ended.  Without  the 
nonrecurring  items  mentioned 
above,  Dart  &  Kraft  is  now  in  a 
position  to  earn  close  to  $9  per  share 
this  year.  Dart  &  Kraft  products  like 
Tupperware,  Duracell  batteries  and 
West  Bend  appliances  probably  will 
be  among  the  first  to  feel  the  effects 
of  a  revival  in  spending. 

Not  all  consumers  live  in  the  U.S. 
Foreigners,  too,  buy  products  like 
Papermate  pens,  Cricket  lighters, 
Right  Guard  deodorant,  Toni  home 
permanents  and  lots  and  lots  of  ra- 
zors and  blades.  Lately,  Gillette,  the 
company  behind  all  of  the  above, 
has  been  hurt  by  the  strength  of  the 
dollar.  As  other  currencies  recover 
(as  they  should  when  interest  rates 
here  fall),  Gillette  could  show  earn- 
ings of  possibly  as  much  as  $6  per 
share  in  1983,  vs.  an  estimated 
$4.45  per  share  in  1982.  ■ 


ACT  NOW  ON  THIS  NO-LOAD  MUTUAL  FUND  FOR  THE   

AGGRESSIVE 

INVESTOR 

FINANCIAL  DYNAMICS  FUND,  INC. 

The  no-load  fund  with  an  aggressive  approach 
to  achieving  capita/  appreciation. 

A  You  never  pay  a  sales  charge  orwithdrawalfee 

A  You  can  have  free  telephone  exchange  privileges 

1*800525*8085 

in  Continental  U.S.  A  779-1233  collect  in  Colorado 


FINANCIAL  DYNAMICS  FUND,  INC. 
P.O.  Box 2040 '/Denver,  Colorado  80201 

Yes!  I  want  you  to  send  a  free  prospectus  telling  me  more  about  this  aggressive 
investment  opportunity,  including  management  fee  charges  and  expenses. 
I  will  read  the  prospectus  carefully  before  sending  money  or  investing. 


City  State  Zip. 


ACCORDING  TO  THE  LATEST  FIGURES.  37%  OF  ALL  U.S.  PATENTS 
WERE  ISSUED  TO  FOREIGN  CITIZENS. 


In  1979,  37%  of  the  newest  ideas  in 
this  country  didn't  come  from  this 
country. 

Many  of  them  came  from  industrial 
rivals,  eager  to  whittle  down  the  tech- 
nological lead  that  our  country  has  held 
for  so  long 

What  can  we  do  to  reverse  this 
decline9  One  of  the  most  important 
things  is  to  make  sure  that  our  colleges 
and  universities  continue  to  be  strong. 


They  are  our  primary  sources  of  new 
ideas  and  new  technology. 

So  please  make  sure  that  your  com- 
pany is  giving  as  much  as  it  can,  as 
much  as  it  should,  to  the  college  or 
colleges  of  its  choice. 

America  doesn't  have  a  patent  on 
ingenuity. 

Send  for  our  free  booklet.  "How  to  Develop  on  Effective  Pro- 
gram of  Corporote  Support  for  Higher  Educotion  Write  CFAE 
680  Fifth  Ave   New  York,  N  Y  1001"? 


HELP  PRESERVE  AMERICAN  KNOW-HOW. 

GIVE  TO  THE  COLLEGE  OF  YOUR  CHOICE. 


CFI 

.  AE8 
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How  long  will  creditor-country^  taxpay- 
ers stand  quietly  by  and  watch  their 
money  poured  into  a  bottomless  pit? 

HAIR  OF  THE  DOG 


By  Ashby  Bladen 


The  word  "crisis"  is  much  abused 
and  overused  these  days.  But  in  its 
original  sense  of  a  lif  e-or-death  situ- 
ation, a  crisis  is  precisely  what  the 
international  financial  system  now 
faces.  There  is  no  easy  or  painless 
solution.  Unless  the  mature  credi- 
tor nations  are  willing  to  go  on  mak- 
ing large  additional  loans  to  devel- 
oping countnes,  the  developing  na- 
tions' standards  of  living  will  fall 
disastrously.  From  the  lenders' 
point  of  view,  those  new  loans  will 
be  a  matter  of  throwing  good  money 
after  bad — they  will  not  improve 
the  debtor  countries'  chances  of  re- 
paying their  old  debts.  That  is  why 
the  commercial  banks  are  balking 
at  making  fresh  loans. 

But  while  many  banks  are  balk- 
ing, other  institutions  are  urging 
them  to  make  fresh  loans.  The 
urgers-on  include  the  governments 
of  the  creditor  countries  and  the 
international  financing  agencies — 
the  international  Monetary  Fund, 
the  World  Bank  and  the  Bank  for 
International  Settlements.  The  gov- 
ernments and  international  bodies 
want  to  ease  the  suffering  in  the 
developing  countries  and  the  politi- 
cal and  social  consequences  of  a  col- 
lapse in  their  standard  of  living.  All 
this  is  well  and  good,  but  nobody  so 


Ashby  Bladen  is  senior  vice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


far  has  paid  much  attention  to  the 
fact  that  the  funds  being  put  at  risk 
do  not  belong  to  the  bankers  or  to 
the  politicians  or  to  the  internation- 
al bureaucrats.  In  the  end,  the  losses 
will  be  borne  by  savers  and  taxpay- 
ers in  the  creditor  countries — if 
present  deposit  insurance  arrange- 
ments hold  up,  mainly  by  the  latter. 
How  long  will  they  stand  quietly  by 
and  watch  their  money  being 
poured  into  a  bottomless  pit? 

Theoretically,  rapidly  developing 
countries  should  always  be  able  to 
borrow  from  mature  and  more  slow- 
ly growing  ones.  Interest  rates 
should  be  higher  in  the  developing 
countries  because  the  opportunities 
are  better  and  their  superior  pros- 
pects should  provide  security  for 
the  ultimate  repayment  of  the 
loans.  But  the  theory  works  out  in 
practice  only  if  most  of  the  borrow- 
ings are  invested  productively. 

In  the  19th  century  the  number  of 
creditworthy  sovereign  states  was 
few,  and  most  international  loans 
were  made  to  business  groups  that 
had  to  show  a  profit  or  go  broke. 
When  loans  were  made  to  exotic 
states,  like  the  Empire  of  China, 
they  were  usually  tied  directly  to 
productive  investments  like  the 
building  of  railroads.  Permanently 
loss-making  nationalized  enter- 
prises, which  today  soak  up  credit 
like  so  many  sponges,  were  virtual- 
ly unheard  of. 

Since  World  War  II  finance  has 
been  harnessed  to  new  goals  that 
the  19th  century  would  have  con- 
sidered strange.  One  is  the  idea, 
spawned  by  the  experience  of  the 
Depression  and  by  the  disciples  of 
J.M.  Keynes,  that  the  chief  econom- 
ic problem  is  not  supplying  useful 
goods  and  services  but  maintaining 
demand  for  them.  Keynes  himself 
was  perceptive  enough  to  see  that 
the  universal  acceptance  of  his 


ideas  meant  that  the  besetting  prob- 
lem of  the  postwar  era  would  be 
inflation  rather  than  slump.  His  fol- 
lowers were  not  so  perceptive. 
Their  demand-side  orientation  has 
led  to  policies  that  divert  credit 
from  financing  production  to  fi- 
nancing incomes,  regardless  of 
whether  the  recipients  are  produc- 
ing anything  useful. 

Another  postwar  novelty  is  loans 
based  on  the  general  credit  of  sover- 
eign states  to  finance  things  that  the 
politicians  want.  Since  the  end  of 
the  war,  new  states  have  sprung  up 
like  desert  flowers  after  a  rain.  Most 
of  them  borrowed  to  finance  a  na- 
tional army,  an  airline  and  a  steel 
mill.  Prestige  over  productivity. 
Gone  are  the  days  when  the  creditor 
countries  were  willing  and  able  to 
provide  political  and  financial  lead- 
ership to  the  emerging  countnes 
and  to  urge  them  away  from  such 
wasteful  spending.  Leadership  from 
the  advanced  nations  declined  ab- 
ruptly after  the  Suez  crisis  m  1956 
and  again  after  the  fiasco  in  Viet- 
nam in  the  early  Seventies.  Since 
then,  the  creditor  countries  have 
been  content  to  be  moneylenders, 
without  any  say  about  how  the 
money  was  spent.  I  hope  that  the 
current  crisis  will  restore  to  the 
creditor  countries  enough  self-con- 
fidence to  give  good  advice  and 
enough  authority  to  command  an 
audience. 

Finally,  the  oil-price  shock  of 
1973  sent  the  rate  of  international 
debt  formation  soaring.  Since  then 
the  nonoil  developing  countnes 
have  bonowed  heavily  just  to  main- 
tain their  standards  of  living,  with- 
out any  real  hope  of  ever  repaying. 
The  oil-exporting  countnes  made  a 
slightly  different  mistake.  They  as- 
sumed that  oil's  price  could  never 
go  down,  but  the  oil  would  eventu- 
ally run  out.  So  they  bonowed  heav- 
ily for  development  projects  they 
hoped  would  maintain  their  stan- 
dards of  living  after  the  oilfields  ran 
dry.  All  these  bonowings  were  cre- 
ating purchasmg  power  and  main- 
taining world  prosperity,  a  pleasant 
situation.  The  obvious  fact  that 
many  of  the  debts  cannot  be  repaid 
was  too  painful  to  contemplate.  It 
would  kill  the  golden  goose  and  pre- 
cipitate a  world  depression.  Unless, 
of  course,  the  creditor  countnes' 
taxpayers  are  willing  to  throw  good 
money  after  bad  forever.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


Not  a  New  Issue 

500,000  Shares 
United  States  Steel  Corporation 

$12.75  Convertible  Cumulative  Preference  Stock 

(Stated  Value  $100  Per  Share ) 

The  Preference  Stock  is  convertible  at  the  option  of  the  holder  into  the  Corporation's  Common  Stock  $1.00  par  value  at  an 
initial  conversion  price  of  $22.25  of  the  $100  stated  value  of  Preference  Stock  for  one  share  of  Common  Stock. 

Price  $107  a  Share 

and  accrued  dividends 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 


Incorporated 


THE  FIRST  BOSTON  CORPORATION 

GOLDMAN,  SACHS  &  CO. 


BLYTH  EASTMAN  PAINE  WEBBER 

Incorporated 


SALOMON  BROTHERS  INC 


DILLON,  READ  &  CO.  INC.      DONALDSON,  LUFKIN  &  JENRETTE      E.  F.  HUTTON  &  COMPANY  INC. 

Securities  Corporation 

KIDDER,  PE ABODY  &  CO.         LEHMAN  BROTHERS  KUHN  LOEB         PRUDENTI AL  B ACHE 

Incorporated  Incorporated  Securities 


L.  F.  ROTHSCHILD,  UNTERBERG,  TOWBIN 


SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 


WARBURG  PARIBAS  BECKER       WERTHEIM  &  CO.,  INC.       DEAN  WITTER  REYNOLDS  INC. 

Incorporated 

December  16, 1982 


Venture  Capital 


Is  our  system  destroying  the  kinds  of  ini- 
tiative it  needs  to  stay  ahead?  Pete  Avrea  s 
experience  suggests  this  may  be  so. 

SO  SUE  ME 


By  Thomas  P.  Murphy 


Sitting  in  a  courtroom,  Pete  Avrea 
(pronounced  Avery),  58,  was  being 
questioned  by  the  opposition's  law- 
yer.' He  had  been  through  all  this 
many  times  before  and  knew  exact- 
ly where  the  lawyer  was  taking  him. 

Lawyer:  "Mr.  Avrea,  did  you  in- 
vent the  radiator  hose?" 

Avrea:  "No,  sir,  I  did  not." 

Lawyer:  "Mr.  Avrea,  did  you  in- 
vent the  plastic  bottle?" 

Avrea:  "No,  sir,  I  did  not." 

Lawyer:  "Mr.  Avrea,  did  you  in- 
vent the  radiator  cap?" 

Avrea:  "No,  sir,  I  did  not." 

Avrea  waited  while  the  lawyer 
named  the  seven  principal  parts  in 
the  Coolant  Recovery  System,  his 
invention  that  is  now  used  on  virtu- 
ally every  car  made  in  the  U.S.  and 
Japan.  Then  he  counterattacked: 

"Mr.  Nyblock,  there  are  eight 
notes  in  the  musical  scale.  You  can 
write  music  with  them.  I  can  write 
music  with  them.  Or  Beethoven  can 
write  music  with  them." 

Pete  Avrea  looked  over  at  the 
judge  in  the  Phoenix  courtroom.  He 
reckoned  he  had  made  a  telling 
point,  and  maybe  he  had.  The  judge 
ruled  for  Avrea,  the  lone  inventor 
who  continually  has  taken  on  the 
establishment  and  who  almost  al- 
ways wins. 

But  the  price  for  winning  has  been 
high.  Avrea  figures  he  has  spent  up- 
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ward  of  $1  million  defending  his 
patents,  and  he  now  spends  70%  of 
his  time  lawyering  and  only  30%  in 
his  Phoenix,  Ariz,  workshop  doing 
the  thing  he  likes  best,  inventing. 
Avrea  figures  the  unending  anxiety 
of  lawsuits  is  responsible  for  the 
diabetes  he  now  suffers.  He  won- 
ders: Will  I  live  long  enough  to  see 
the  end  of  it? 

Pete  Avrea  never  intended  to  be 
an  inventor.  He  was  a  truck  me- 
chanic who  worked  his  way  up  to 
maintenance  superintendent  at  Na- 
vajo Freight  Lines'  Los  Angeles  ga- 
rage. The  big  White  and  Peterbilt 
trucks  that  came  in  for  repair,  Avrea 
noticed,  always  seemed  to  break 
down  in  the  same  components,  and 
Avrea  realized  that  some  of  the 
components  just  were  not  designed 
properly.  Instead  of  endlessly  re- 
placing them,  he  designed  new  ones 
that  held  up.  It  was  his  wife,  Shir- 
ley, who  urged  him  to  patent  his 
wealth  of  ideas. 

In  1957,  Avrea  invented  the  Re- 
serve Break  Indicator,  a  device  that 
signaled  a  truck  driver  when  his 
brake  linings  were  getting  thin. 
That  invention  was  Avrea's  initi- 
ation to  the  world  of  patent  law,  and 
he  learned  one  thing  quickly:  Pat- 
ents are  expensive.  With  Shirley's 
okay,  they  took  out  a  second  mort- 
gage on  their  house  to  pay  the  pat- 
ent lawyer's  fee. 

A  patent  is  fine,  but  then  what  do 
you  do  with  it?  Avrea  found  a  Cali- 
fornia manufacturing  company  that 
was  going  to  make  the  Reserve 
Break  Indicator  and  pay  him  a  royal- 
ty. Unfortunately,  the  president 
was  embezzling  funds  from  the 
company,  and  when  his  thefts  were 
discovered,  he  killed  himself. 

The  next  invention  was  a  happier 
experience.  Called  Anchor  Lok,  it  is 
a  spnng-loaded  device  that  stops  a 
truck  when  its  air  brakes  fail.  An- 


chor Lok  eventually  was  manufac- 
tured by  a  company  formed  by  Bill 
Lear  (inventor  of  the  Lear  Jet),  and 
Bill  Lear  was  a  man  of  his  word. 
Pete  Avrea  collected  royalties  on 
that  invention  for  17  years. 

But  the  Coolant  Recovery  System 
was  Avrea's  big  invention.  It  helped 
eliminate  most  of  the  cooling  prob- 
lems that  have  hounded  car  owners 
from  the  start  of  the  auto  age. 

Avrea  knew  that  with  that  one, 
he  had  an  important  invention.  But 
agam,  what  to  do  with  it? 

Some  mechanic  friends  told  him 
that  Ford  had  a  lot  of  "hot"  cars, 
cars  whose  cooling  systems 
couldn't  handle  the  Southwest's 
searing  summer  heat.  With  a  couple 
of  prototypes  in  hand,  Pete  Avrea's 
brother,  Bill,  hustled  off  to  Detroit 
to  solve  Ford's  problem.  What  Bill 
Avrea  learned  was  that  it  can  be  a 
long  way  between  problems  in  the 
field  and  executives  back  at  head- 
quarters. The  people  he  talked  to 
didn't  know  anything  about  "hot 
cars  in  the  Southwest."  Pete  Av- 
rea's invention  was  the  solution  to  a 
problem  that  they  did  not  know 
they  had. 

Finally,  Ford  recognized  that  it 
did  have  a  problem  and  accepted  the 
Coolant  Recovery  System.  The 
company  paid  Pete  Avrea  faithfully 
for  the  use  of  it. 

The  other  car  manufacturers  took 
a  different  tack.  They  designed  their 
own  systems,  vanations  on  Avrea's, 
and  when  he  complained,  they 
shrugged  and  said,  "Sue  me."  Thus 
did  he  leam  a  bitter  lesson:  "All  a 
patent  gives  you  is  a  17-year  license 
to  sue." 

Good  for  lawyers  but  bad  for  in- 
ventors. Patent  suits  are  tried  in  fed- 
eral district  courts.  There  are  ten 
districts  in  the  U.S.  And  the  inventor 
can  win  in  nine  of  them  and,  if  he 
loses  in  the  tenth,  Avrea  explains,  he 
has  probably  lost  his  patent  rights. 

That  is  one  reason  Avrea  got  in- 
volved with  John  DeLorean.  DeLor- 
ean  knew  of  those  Avrea  patents, 
everybody  in  the  auto  industry 
knew  of  them,  and  when  DeLorean 
appeared  in  Phoenix,  willing  to 
form  a  corporation  that  would  take 
over  Pete  Avrea's  coolant  system 
patents  and  negotiate  with  the  auto 
companies,  Avrea  thought  he  had 
found  another  Bill  Lear. 

He  hadn't.  DeLorean  made  a  deal 
with  General  Motors,  all  right.  He 
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settled  a  claim  Avrea  figured  was 
worth  $70  million  for  less  than 
$200,000.  Furthermore,  Pete  Avrea 
was  not  seeing  much  of  the  money 
DeLorean  was  taking  in.  Avrea  sued 
and  learned  another  sad  lesson  about 
the  American  legal  system — the 
process  can  drag  on  forever. 

DeLorean  apparently  wasn't  pay- 
ing his  lawyers,  because  one  would 
quit  and  another  come  aboard,  only 
to  begin  the  discovery  process  all 
Dver.  "We  had  been  in  court  for 
three  years,"  Avrea  told  me,  "and 
never  had  our  first  hearing." 

The  frustration  of  that  suit  was 
taking  its  toll  on  Shirley  Avrea,  too. 
'Td  find  myself  crying  over  my 
morning  coffee,"  she  says.  In  utter 
exasperation,  Avrea  bought  his  pat- 
ents back  from  DeLorean  for 
1400,000. 

Pete  Avrea  has  not  stopped.  He 
has  devised  a  far  better  coolant  sys- 
tem for  cars  and  trucks,  one  that 
would  eliminate  the  geysers  of  hot 
antifreeze  that  blind  about  100  peo- 
ple a  year  in  this  country.  It  is  also 
:heaper  to  manufacture.  The  radia- 
tor cap,  Avrea  says,  is  made  of  4 
plastic  parts  instead  of  today's  14 
metal  parts.  Since  the  patent  has 
dready  been  granted,  Avrea  figures 
that  Detroit  and  Tokyo  know  about 
it.  But  nobody  has  called  him.  He 
thinks  he  understands  why:  "If  you 
were  running  a  big  research  lab,  and 
>ome  little  inventor  out  in  Phoenix 
topped  everything  you  have  done, 
ust  how  would  you  explain  that  to 
pour  boss?" 

Pete  now  has  a  $62  million  law- 
suit against  Toyota  and  Nissan. 
Whether  he  wins  or  loses,  he  is  well 
:ixed  from  previous  royalties.  "All  I 
ever  wanted  was  security,"  Avrea 
says,  "and  I've  got  that."  So,  why 
does  he  aggravate  himself  with  ex- 
pensive lawsuits?  For  the  sake  of 
Dther  inventors. 

Avrea  thinks  the  patent  system  is 
so  fouled  up  that,  for  people  like 
aimself,  it  is  going  to  destroy  the 
incentive  to  invent.  He  has  formed 
Inventive  Ideas  Inc.  and  put  a  bright 
poung  fellow  named  Bill  Campbell 
in  charge  of  the  company.  Inventive 
Ideas'  purpose  is  to  help  inventors 
ind  remind  Americans  that  it  needs 
the  innovations  of  its  individual  in- 
ventors to  compete  in  this  world.  It 
would  be  a  tragedy  if  their  creative 
processes  were  smothered  in  costly 
litigation.  ■ 


Value  Line  Pinpoints. 


Or  how  to  be  a  Bull  and  a  Bear  at  the  same  time 

Among  the  1700  stocks  under  intensive  year-round  review  by  Value  Line's  70 
research  specialists,  only  116  now  offer  this  combination:  (Value  Line  11/5/82) 

•  Each  of  these  stocks  is  now  accorded  a  superior  rank  (Group  1  or  2)  by  Value 
Line  for  Probable  Market  Performance  in  the  next  12  months.  This  means  we 
think  they  will  give  stronger  price  performance  than  the  average  of  all  1700 
stocks  no  matter  which  way  the  market  goes  during  the  year  ahead. 

•  Each  is  also  accorded  a  superior  rank  (Group  1  or  2)  by  Value  Line  for  Safety. 
The  Safety  rank  is  based  on  the  stock's  price  stability  and  the  company's 
financial  strength  (each  of  which  is  also  ranked  separately). 

In  the  opinion  of  Value  Line  research,  this  handful  of  stocks  offers  investors  some 
of  the  best  opportunities  to  capitalize  on  a  rising  market  in  1983  and— ar  the  same 
time — retain  superior  protection  in  the  event  of  a  general  decline. 

Updated  Every  Week 

Every  week  Value  Line's  regular  Summary  &  Index  presents  up-to-date  ratings  of 
EACH  of  1700  stocks  relative  to  all  others,  as  follows  .  .  . 

a)  Rank  for  Relative  Probable  Price  Performance  in  the  Next  12  Months— ranging 
from  1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  yield  in  the  Next  12  Months  (100  stocks  offer  yields  of  10.4%  and 
up— Value  Line  11/5/82). 

d)  Estimated  Appreciation  Potentiality  in  the  Next  3  to  5  Years — showing  the 
future  "target"  price  range  and  the  percentage  price  change  indicated.  (100 
stocks  are  in  the  185%  to  500%  range— Value  Line  11/5/82). 

e)  Current  price  and  P/E,  plus  estimated  annual  earnings  and  dividends  in  current 
12  months.  Also  the  stock's  Beta. 

f)  Very  latest  available  quarterly  earnings  results,  and  estimated  quarterly  earn- 
ings twelve  months  in  advance,  and  dividends,  together  with  year-earlier  com- 
parisons. 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  comprehensive  new  full- 
page  Rating  &  Report  at  least  once  every  three  months— including  22  series  of  vital 
financial  and  operating  statistics  going  back  15  years  and  estimated  3  to  5  years 
into  the  future. 

Special  Bonus  Invitation 

You  can  receive  the  complete  Value  Line  Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  10  weeks  for  only  $33— about  HALF  the  regular  rate— 
if  no  one  in  your  household  has  subscribed  in  the  past  two  years.  And  you 
automatically  receive  these  two  bonuses: 

BONUS  #1— Value  Line's  2000-page  Investors  Reference 
Service,  including  our  latest  full-page  Reports  on  each  of 
1700  stocks  .  .  .  fully  Indexed  and  loose-leaf  bound  for 
easy  reference,  and  systemically  updated  by  new  full- 
page  Reports  in  the  weeks  ahead.  Filing  takes  but  a  minute 
a  week. 

BONUS  #2—  Evaluating  Common  Stocks,  by  Arnold  Bernhard,  Value  Line's 
founder  and  research  chief.  This  96-page  guidebook  reveals  methods  of  stock 
evaluation  that  took  decades  to  develop,  and  tells  exactly  how  to  use  the  immense 
wealth  of  precision-organized  data  in  The  Value  Line  Investment  Survey. 

CALL  TOLL-FREE:  If  you  have  Master  Card,  American  Express  or 
Visa,  phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 

The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 
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INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for 
$33  to  The  Value  Line  Survey  (limited  once  to 
any  household  every  two  years)  and  send  me 
the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription 
for  $330  and  send  me  the  two  bonuses  listed 
above.  There  are  no  restrictions  with  this  an- 
nual subscription. 

SPECIAL  EXTRA  BONUS 
A    pocket-size   CREDIT  ■ 
CARD  LCD  CALCULATOR  IE5J™_yJ 
given  to  you  when  you  order  r      D  □  ■  ■  "  ■ 
The  Value  Line  Investment  5S5SS5J 
Survey  for  one  year. 

This  subscription  is  tax-deductible  and  non- 
assignable. (N.Y.  residents  add  sales  tax.) 
Allow  4  to  6  weeks  for  delivery. 


□  My  payment  is  enclosed.  □  Please 
charge  to:  □  American  Exp.  □  Master  Card 

□  Visa 

Expiration  Date  

Account  U  


Signature 


Name 


Address 


Apt.  No. 


City 


State 


Zip 
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John  Henry,  good  as  he  was,  fell  to  tech- 
nology. Will  floor  brokers  become  the 
victims  of  computerized  trading? 

A  LOCAL 
ANESTHETIC 


By  Stanley  W.  Angrist 


To  the  tune  of  John  Henry. 


When  Arnie  Elman  was  a  little  baby, 

Sitting  on  his  daddy's  knee, 

He  grabbed  up  a  seat  on  the  Exchange, 

Learned  to  scalp  and  spread, 

Said:  "Computer'll  be  the  death  of  me, 
Lord,  Lord, 

Computer'll  be  the  death  of  me. 

It  is  accepted  gospel  among  com- 
modity traders  that  no  one  can  beat 
floor  traders  (also  known  as  "lo- 
cals") at  their  game  of  taking  profits 
out  of  the  commodity  markets. 
This  belief  comes  from  three  facts: 
1)  As  a  rule,  floor  traders  receive 
fundamental  information  first;  2) 
they  can  also  react  to  random  price 
movements  before  others  perceive 
them;  3)  they  pay  no  commission — 
only  modest  exchange  fees. 

This  column  will  introduce  you 
to  a  rarity  in  the  commodity  trading 
business — two  people  who  are  will- 
ing to  put  their  money  where  their 
mouths  are — Grant  Renier,  chair- 
man of  Quotrader  Corp.  (20823  Ste- 
vens Creek  Boulevard,  Cupertino, 
Calif.  95014),  manufacturer  of  a 
computer  system  that  provides  both 
quotes  and  automatic  trading  sys- 
tems, and  Arnold  Elman,  vice  presi- 
dent of  sales  of  Chicago  Grain  & 
Financial  Futures  Co.  (222  South 
Riverside  Plaza,  Chicago,  111.  60606) 
and  a  member  of  the  Chicago  Mer- 


Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets 


cantile  Exchange.  Renier  challenged 
Elman  to  a  duel. 

Each  agreed  to  trade  in  his  own 
characteristic  style.  Elman,  a  wily 
floor  trader,  normally  works  the  hog 
pit  and  did  so  exclusively  during  the 
contest  period.  The  Quotrader  com- 
puter, a  modified  Apple,  trades  an 
optimized  portfolio  of  seven  com- 
modities, consisting  of  IMM  gold, 
live  cattle,  bellies,  soybeans,  Swiss 
francs,  sugar  and  T  bills.  Trading 
commenced  on  Nov.  16,  1982  and 
terminated  on  Nov.  26.  Elman's  ac- 
count had  an  opening  balance  of 
$300,000,  while  Remer's  was 
$40,000. 

All  orders  were  placed  through 
Chicago  Grain.  Elman  paid  the  ex- 


change fee  of  $1.50  on  each  contract 
traded.  Renier  traded  at  a  round- 
turn  discount  rate  of  $11.50. 

The  results  of  the  contest  are  pre- 
sented in  the  table.  Elman  traded 
645  contracts;  not  645  trades,  be- 
cause many  of  the  trades  involved 
multiple  contracts.  About  250  of 
the  contracts  traded  during  the  con- 
test were  in  spreads;  the  balance 


were  outright  long  or  short  posi- 
tions. His  trading  efforts  produced  a 
profit  of  $5,467  for  a  return  of  1 .82% 
on  the  original  cash  in  the  account. 
On  an  annualized  basis,  that  is 
about  55%.  The  average  profit  per 
contract  was  about  $8.50.  Elman 
said  that  the  results  he  obtained 
were  typical  of  his  trading  efforts. 
He  noted:  "I  was  extremely  nervous 
when  the  contest  began,  but  after  a 
couple  of  hours,  I  just  did  my  usual 
scalping."  Lest  you  start  to  feel  sor- 
ry for  Elman,  he  added  that  he  has 
not  had  a  losing  month  in  more 
years  than  he  cares  to  remember. 

Renier 's  Quotrader  completed  19 
trades  in  the  same  eight  days.  He 
netted  $1,623  for  a  return  of  4.08% 
on  the  original  capital  in  the  ac- 
count. On  an  annual  basis  that  is 
about  120%.  Each  trade  was  on  a 
one-contract  basis  and  produced,  on 
average,  a  profit  of  about  $85 — 10 
times  Elman's  result.  The  maxi- 
mum margin  in  use  at  any  time  was 
$13,000.  Renier  thought  the  contest 
was  a  great  idea  even  before  it  start- 
ed. "I  challenged  Amie  because  I 
knew  we  would  win.  Our  system  is 
just  that  good."  He  pointed  out  that 
Quotrader  does  even  better  over 
longer  periods  of  time. 


To  the  tune  of  John  Henry  again: 
Eor  eight  days  they  locked  horns 

together, 
Each  tradin's  best  they  could, 
But  when  the  smoke  cleared, 
It  was  what  Elman  feared, 
The  computer  had  beat  him  at  his 

game,  Lord,  Lord, 
The  computer  had  beat  him  at  his 

game.  ■ 


Modern  times 


In  a  contest  between  a  savvy  floor  trader  and  a  computer,  the  man  beat 
the  machine  in  one  dimension  of  commodity  trading:  He  had  fewer  days 
with  net  losses.  In  every  other  respect,  the  computer  won  going  away. 

Wily  floor  trader  Cold  calculating  machine 


Initial  equity  $300,000  $40,000 


Daily 

Closed 

Daily 

Closed 

Date 

net 

trades 

Return 

net 

trades 

Return 
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$  264 
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+  0.09% 

$  248 

1 

+  0.62% 

17 
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75 

-0.04 

-822 

1 

-2.04 

18 
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+  2.85 

19 

2.637 

82 

+  0.88 

-372 
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-0.92 

22 
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69 

+  0.45 

-401 

4 

-  1.00 

23 

-123 

47 

-0.04 

-85 

1 

-0.21 

24 

-42 

73 

-0.01 

-413 

3 

-  1.04 

26 
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89 

+  0.22 

2,344 

7 

+  5.97 

Overall 

results 

'  $5,467 

645 

+  1.82% 

$1,623 

19 

+  4.06% 
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In  markets  where  you  can  make 
money  by  the  minute,  talk  to  the  man 
~  who  makes  every  second  count. 


Time.  A  precious  com- 
modity. To  the  modern 
investor  it  seems  there's 
never  enough  of  it.  Fortu- 
nately, there  is  someone 
who  can  help  you  make 
the  most  of  what  you 
have.  Your  Heinold  Com- 
modities Broker. 

He  spends  all  his  time 
buying  and  selling  fu- 
tures. All  his  energy,  all 
his  insight  and  experi- 
ence are  directed  toward 
helping  you  make  money 
in  futures. 

And  his  trades  are  in- 
formed trades,  whatever 


«  \\<H2  H-ir.  


the  market,  whatever  its 
movement.  Because  he's 
backed  by  a  team  of  econ- 
omists and  research 
analysts  who  evaluate 
information  on  a  global 
scale:  The  Heinold 
Research  Group. 

If  you  want  to  turn 
time  into  money  in  the 
futures  markets,  talk  to 


the  man  who  lives  there. 
Your  Heinold  Broker. 
If  you  want  more  infor- 
mation on  the  opportu- 
nities in  futures,  send  in 
the  coupon  below 

He^  sure. 
He's  bold. 
He^  Heinold. 

Chicago  •  New  York  •  London 

145  offices  nationwide. 

Member  of  all  principal  commodity  exchanges. 


I 


I  would  like  to  know  more  about  the  opportunities  in  futures. 
|  Man  to:  J.  Barry  Weber 

,  Heinold  Commodities,  Inc.,  250  South  Wacker  Drive 
|  Chicago,  Illinois  60606  312.648.8000 

I 


Name_ 


Address. 


City- 


.  State. 


I 
I 
I 

|  □  I  am  a  Heinold  Commodities  Client. 
My  broker  is  


-Zip- 


Phone- 


F2 


^My  broker  is 


Psychology  &  Investing 


Your 
legacy: 

A 

40 -acre 
ranch 
and 
a  way 
of  life. 


As  big  as  all  outdoors, 
Forbes  Magazine  is  now 
offering  substantial  land  for 
skiers,  hunters,  naturalists 
and  lovers  of  America's 
magnificent  Old  West. 

For  the  pleasure  of  you 
and  your  family  today,  these 
minimum  40-acre  ranch 
estates,  adjacent  to  the 
Forbes  Trinchera  Ranch  in 
southern  Colorado,  will  be 
an  important  legacy  in  the 
future  of  your  loved  ones. 

Prices  start  at  $25,000 
with  down  payment  as  low 
as  1%  and  monthly  pay- 
ments of  $250,  including 
interest  at  9%.  For  details 
and  color  brochure  write  or 
phone: 

Mr.  Errol  Ryland,  Manager 

FORBES 
WAGON  CREEK 
RANCH 

Box  303  K 
Fort  Garland,  Colorado  81133 
(303) 379-3263 


This  is  not  an  offer  to  sell  m  states  where  not  registered 


"The  1960s  was  the  decade  of  space;  the 
1970s,  of  microelectronics;  the  1980s,  oj 
biology. "  If  only  it  were  that  simple. 

WAITING  FOR  THE 
BIG  PAYOFF 


By  Srnlly  Blotnick 


For  more  than  a  decade  now  many 
people  have  been  waiting  eagerly  for 
a  scientific  miracle  that  could,  si- 
multaneously, prolong  their  lives 
and  make  them  rich.  What,  specifi- 
cally, are  they  waiting  for?  A  cure 
for  cancer.  What  is  the  most  hoped- 
for  wonder  drug?  Interferon.  From 
where?  From  biotechnology,  of 
course,  the  much-touted  marvel  of 
the  20th  century's  final  decades. 

Although  interferon  was  discov- 
ered in  1957,  its  existence  had  been 
suspected  for  decades  by  physicians 
who  noticed  that  a  patient  who  was 
ill  with  one  virus  infection  did  not 
contract  another  during  that  period. 
The  first  infection  was  somehow 
causing  the  body  to  produce  an 
agent  that  interfered  with  the  ability 
of  the  second  virus  to  take  hold. 

More  important,  research  results 
published  in  respected  medical  jour- 
nals in  1969-71  seemed  to  show  that 
interferon  had  potent  anticancer  ef- 
fects. Another  dozen  years  have 
passed,  and  the  intense  public  en- 
thusiasm generated  by  those  initial 
findings  hasn't  diminished.  If  any- 
thing, it  has  grown.  As  a  number  of 
investors  have  recently  told  me, 
"The  Sixties  was  the  decade  of 
space;  the  Seventies,  of  microelec- 
tronics; the  Eighties  belong  to  bio- 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


chemistry  and  microbiology." 

That  would  be  nice,  but  the  rej 
world  isn't  that  neat  and  simple.  T 
see  why,  we  should  begin  with 
brief  look  at  how  interferon  works 

When  you  come  down  with  a  col 
caused  by  a  virus,  what  actuall 
happens,  step  by  step,  is  this:  First, 
virus  attaches  itself  to  the  outside  < 
a  cell  somewhere  in  your  bod] 
Then,  it  takes  charge  of  the  cell 
apparatus  for  synthesizing  proteii 
Why  does  it  do  that?  To  mat 
copies  of  itself,  replicas  that  aj 
then  released  from  the  cell  to  do  tb 
same  thing  elsewhere — namely,  ii 
feet  other  cells.  The  body  tries  t 
fight  back  in  a  number  of  ways,  or 
of  which  is  to  manufacture  inte 
feron.  Usually,  it  is  made  in  tt 
liver,  lungs  and  spleen.  However, 
is  produced  locally,  too,  in  respons 
to  local  viral  replication.  For  u 
stance,  upper  respiratory  tract  infei 
tions  produce  a  measurable  amoui 
of  interferon  in  nasal  secretions. 

Interferon  is  one  of  the  most  pov 
erful  biologically  active  molecuh 
known.  Cancer  Medicine  by  Hollam 
Frei  and  184  others  (Lea  &  Febige 
Philadelphia,  $140),  an  excellei 
new  book,  states:  "Studies  sugge 
that  a  single  molecule  of  interfere 
is  capable  of  conferring  measurah 
protection  to  one  cell."  Also:  "Inte 
feron  possesses  antitumor  activil 
in  some  systems  in  which  virus  pr< 
duction  cannot  even  be  found." 

How  does  interferon  combat  caj 
cer?  Not  directly,  as  it  turns  ou 
Much  of  its  power  comes  from  tr 
enhancing  effect  it  has  on  yoi 
body's  immune  system.  In  19C 
Paul  Ehrlich  suggested  that  tum< 
cells  arise  with  great  frequency  i 
the  body  but  are  normally  elimina 
ed  by  immune  mechanisms.  Wh 
evidence  is  there  that  this  is  s( 
Deficiency  in  these  immur 
mechanisms  is  associated  with  ii 
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In  precious  metal  futures,  one  company  stands  out. 


WE'RE  FIGHTING  FOR  YOUR  LIFE 


Exercise 


Please  give  generously  to  the 
American  Heart  Association 


American  Heart  Association  (£> 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


AMR  110 

ASK  Computer  Systems  100 

Aiifone  12 

Alpha  Therapeutic  19 

Amdec  Securities  108 

American  Airlines  12 
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Antique  Boutique  59 
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Attorneys  Office  Management  16 
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Delta  Air  Lines  12 
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Dow  Chemical  14 

Du  Pont  40 

Eastern  Air  Lines  12 

A  G.  Edwards  1 10 

El  Paso  94 

Engineering-Science  62 

Esquire  27 


Exxon  16 

Fidelity  Management  Trust  108 

First  Boston  41 

First  South  Federal  Savings  &  Loan  Assn"  107 

Florida  Federal  Savings  &  Loan  Assn  107 

Fluor  40,  62 

Ford  Motor  118 

GATX  :  112 

General  American  Oil  94,  110 

Gentlemen  s  Quarterly-  27 

GE  12 

GM  118 

Gilford  Securities  108 

Gillette  115 

Godiva  Chocolates  53 

Goldman,  Sachs  41 

Green  Cross  IJapanl  16 

Michel  Guerard  53 

Gulf  Oil  101 

Hazeltine  108 

Health  &  Pension  Plan  Administrators  56 

Hospital  Corp  of  America  96 

Houston  Power  &  Light  12 

Howard  Software  Services  70 

Humana  96 

BGIntl  52 

Imperial  Corp  of  America  112 

Intel  108 

IBM  69,  87,  108 

Inventive  Ideas  1 19 

Investment  Strategist  108 

Jones,  Day,  Reavis  &  Pogue  107 

Jordan  Winery  85 

Kaiser  Aluminum  &.  Chemical  108 

Komatsu  (Japan]  31 

Lea  &  Febiger  122 

Lehman  Bros  41 

Leuthold  Group  108 

L  i  remark  96 

McDermott  46 

McDonnell  Douglas  12 

Mattel  108 

May  Department  Stores  115 

William  Mercer  56 

Mesa  Petroleum  41,  110 

Microcomputer  Taxsystems  69 


Midway  Airlines  1( 

Mitchell  Energy  &  Development  4 

Montgomery  Securities  1] 

Morgan  Stanley  4 

NCR  1( 

Sam  Nassi  | 

National  Medical  Enterprises  96,  1( 

National  Semiconductor  1 

New  Process  1( 

Nissan  ((apan)  lj 

Noamex  ) 

Northern  Natural  Gas  j 

Oppenheimer  cv.  Co  H 

Owens-Coming  Fiberglas  1] 

Pan  Am  1 

Parsons  ( 

Penn  Central  II 

Penthouse  ' 

Petro- Lewis  i 

Playboy  '. 

Prudential-Bache  i; 

Quotrader  U 

Rauscher  Pierce  Refsnes  II 

Reliance  Group  1 

Republic  Geothermal  t 

Rotan  Mosle  II 

Scotty's   II 

Shearson/ American  Express  II 

Simon  &  Schuster  _ 

J.M.  Smucker  I, 

Southwest  Bancshares  I 

Standard  Oil  of  Calif  II 

Super  Sky  Intl  ] 

Texaco  D 

Texas  Federal  Savings  &  Loan   II 

Textron  

Tidewater  | 

Tiger  Intl  I 

Toyota  (Japan)  1 

Trans  World  

UAL  I 

Urn  ted  Cable  TV  1! 

Watkins-Johnson  1 

Weatherford  Intl  II 

Western  Union  

Wilson  Foods  1 


Do  you  know  anybody 
who  is  somebody  in  busines 
who  does  not  read 
Forbes  Magazine? 


Forbes: 
CapitalistTbol 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
items  from  past  issues  of  Forbes 

zty  years  ago  in  Forbes 

)m  the  issue  of  January  20,  1923) 

y  a  vote  of  57  to  6  the  Senate  adopt- 
a  resolution  introduced  by  Senator 
ed  favoring  the  immediate  with- 
wal  of  the  American  troops  sta- 
oed  on  the  Rhine." 

11  be  accounted  guilty  of  heresy,  I 
>pose,  for  saying  that  I  don't  believe 
:he  slogan,  'The  customer  is  always 
tit.'  I  rather  think  that  many  stores, 
nufacturers  and  other  business 
icems  have  hurt  business  ethics  by 
ing  on  that  policy,  and  that  it  has 
ured  the  self-respect  of  many  em- 
iyees.  No  man  is  more  eager  than  I 
to  see  harmony  infused  into  busi- 
;s  all  along  the  line.  But,  to  my 
rid,  justice  is  more  important  than 
•mony  or  expediency.  I  believe  it  is 
ong  for  any  .  .  .  business  head  to  al- 
v  any  customer  or  anyone  else  to  do 
fthing  not  strictly  honest  and  hon- 
ible.  I  know  that  in  running  my 
n  business  I  have  occasion  every 
w  and  again  to  tell  some  customer 
prospective  customer  very  plainly 
it  I  don't  like  his  methods,  that  I 
il  not  submit  to  his  action,  and  that 
ant  to  wash  my  hands  of  him." 

— Editor  B.C.  Forbes 

fith  the  increased  use  of  the  auto- 
)bile,  the  motorcycle  and  the  bicy- 
by  factory  people  there  has  come 
:  need  for  space  and  shelter  in 
iich  to  park  the  vehicles.  Many  fac- 
ies,  like  the  old-time  churches  that 
t  the  New  England  hills  and 
antryside,  have  built  shelter  sheds, 
me  have  paved  areas  for  parking 
ice.  Far  ahead  of  most  facilities  of 
s  kind  are  the  bicycle  sheds  pro- 
led  by  the  American  Rolling  Mill 
i.  at  its  plant  in  Middletown,  Ohio, 
ere  are  four  sheds  [see  below]  of 
ck  in  an  artistic  design  that  harmo- 


nizes with  other  buildings  of  the  fac- 
tory group,  and  capacity  is  provided 
for  several  hundred  bicycles." 

Fifty  years  ago 

(January  15,  1933) 

"Political  events,  national  and  inter- 
national, are  likely  to  inject  periodic 
disappointment  [in  the  year  ahead]. 
Roosevelt  cannot  possibly  find  it  fea- 
sible to  fulfill  all  his  many — and 
sometimes  contradictory — campaign 
promises.  The  national  deficit,  al- 
ready unpleasantly  heavy,  cannot  be 
cured  by  governmental  economies 
alone,  even  were  the  new  President, 
by  some  miraculous  means,  to  cut 
national  expenditures  as  drastically  as 
he  rashly  promised." 

"There  is  something  Napoleonic,  say 

what  you  will,  about  A. P.  Giannini. 
Deposits  of  his  Bank  of  America  shot 
up  over  $90  million  in  the  last  nine 
months,  after  he  re-seized  the  helm." 

"If  the  cars  of  1932  seemed  to  offer 
the  maximum  possible  at  every  price, 
this  year  producers  have  outdone 
themselves.  Where  prices  have  not 
been  moved  definitely  downward  by 
individual  producers,  they  have  been 
equalized  by  additional  features.  The 
whole  price  range  has  taken  a  slide, 
however,  and  new  lower  prices  have 
been  established  with  the  introduc- 
tion of  entirely  new  models.  .  .  ." 

Twenty-five  years  ago 

(January  15,  1958) 

"Last  month,  for  the  second  time  in 
ten  years,  Carter  L.  Burgess  cleaned 
out  his  desk  at  Trans  World  Airlines. 
The  first  time  was  in  1947  when,  as 
assistant  to  then-President  Jack  Frye, 
he  joined  Frye  in  packing  up  and  mov- 
ing over  to  Genera]  Aniline  &  Film. 
Last  month,  after  less  than  one  year  as 
TWA's  boss,  Burgess  once  more  gath- 
ered his  goods  and  moved  out. 


ycle  parking  sheds  at  American  Rolling  Mill  Co.  (note  lone  auto  at  far  right) 


Howard  Hughes  at  the  controls  of  his 
"Spruce  Goose, "  world's  largest  airplane 

"Both  his  coming  and  his  going 
could  be  laid  squarely  at  the  white- 
sneakered  feet  of  high-flying,  high- 
handed Howard  Hughes,  TWA's  in- 
scrutable No.  One  stockholder,  who 
has  not  so  much  as  set  foot  in  the 
TWA  building  on  Manhattan's  Madi- 
son Avenue  in  the  last  ten  years." 

The  "spook  of  American  capital- 
ism," as  Fortune  once  called  Howard 
R.  Hughes  Jr.,  may  have  been 
through  with  Carter  Burgess,  but  he 
was  far  from  through  with  TWA.  For 
the  next  eight  years  the  Texas-born 
inventor  turned  oilfield  supplier 
turned  moviemaker  turned  pilot 
turned  aircraft  producer  turned  air- 
line investor  maintained  and  even  add- 
ed to  his  75% -plus  stake  in  TWA, 
before  selling  it  in  1966  for  $547  mil- 
lion (and  a  capital  gain  of  perhaps  $400 
million)  at  close  to  the  market  peak  for 
airline  stocks.  Then  for  seven  years 
longer  he  fought  off  and  finally  defeated 
TWA  damage  claims  over  his  actions 
during  his  ownership  years,  in  a  series 
of  complex,  costly  lawsuits. 

Few  people  at  the  airline  ever  saw 
him  during  those  ownership  years, 
but  the  stories  of  the  few  who  did  are 
as  unpredictable  as  befits  the  Hughes 
legend.  One  TWA  executive  com- 
plained mildly  about  the  strange 
times  and  places  where  he  might  sud- 
denly be  summoned,  then  added,  "But 
he  was  always  a  perfect  gentleman." 

"Japanese  [are]  displaying  their  new 
Toyopet  Crown  Deluxe  car  in  New 
York  and  Philadelphia  as  the  first  step 
toward  marketing  it  in  the  U.S.  Made 
by  Toyota  Motor  Co.,  the  midget- 
sized  car  delivers  33  miles  a  gallon." 
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Thinking  is  easy,  acting 
is  difficult,  and  to  put 
one's  thoughts  into  actions 
is  the  most  difficult  thing 
in  the  world. 
Goethe 


Most  of  us  would  rather 
believe  in  the  impossible 
than  attempt  the  real. 
Paul  von  Ringelheim 


The  great  trouble  today  is 
that  there  are  too  many  people 
looking  for  someone  to  do 
something  for  them. 
Henry  Ford 


It  is  always  the  adventurers 
who  accomplish  great  things. 
Montesquieu 


We  are  not  at  our  best  perched 
at  the  summit;  we  are  climbers,  at 
our  best,  when  the  way  is  steep. 
John  W.  Gardner 


A  Text . . . 

Look  not  every  man  on 
his  own  things,  but  every 
man  also  on  the  things 
of  others. 
Philippians  2:4 


Sent  in  by  M.C.  McKee,  Kansas  City,  Mo. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


No  man  who  wanted  to 
be  a  great  man  ever 
was  a  great  man. 
John  Hunter 


He  who  gains  a  victory  over 
other  men  is  strong;  but  he 
who  gains  a  victory  over 
himself  is  all  powerful. 

Lao-tzu 


Thoughts 

on  the  Business  of  Life 


Your  success  depends  on  you. 

You  have  to  steer  your  own 
course  You  have  to  do  your 
own  thinking.  You  must  make 
your  own  decisions.  You  have 
to  solve  your  own  problems. 
Your  character  is  your  own 
handiwork.  You  have  to  urite 
your  own  record.  You  have  to 
build  your  own  monument — or 
dig  your  own  pit. 

Which  are  you  doing? 
B.C.  Forbes 


We  can  never  be  too  eager 
toward  self-discovery. 
Vernon  Howard 


Every  difficulty  slurred  over 
will  be  a  ghost  to  disturb 
your  repose  later  on. 
Frederic  Chopin 


Character  is  much  easier 
kept  than  recovered. 
Thomas  Paine 


Dare  and  the  world  always 
yields;  or  it  beats  you 
sometimes,  dare  it  again 
and  it  will  succumb. 
William  Makepeace  Thackeray 


Don't  do  anything  that  will 
make  your  conscience  uneasy. 
William  Feather 


More  than  3,000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


The  man  who  considers  himself 
brilliant  and  everyone  else 
hopelessly  dull  is  often 
mistaken  in  both  assumptions. 
Patricia  Pumphrey 


Self-righteousness  flourishes 
where  personal  involvement 
and  responsibility  are  minimal. 
Irving  Kristol 


What  we  see  depends  mainly 
on  what  we  look  for. 
John  Lubbock 


I  know  well  what  I  am 
fleeing  from,  but  not  what 
I  am  in  search  of. 
Michel  de  Montaigne 


Any  man  who  does  not  keep  a 
vigilant,  suspicious,  unremitting 
watch  over  his  unconscious  is 
designed  forever  to  be  its  slave. 
John  P.  Grier 


The  virtue  which  requires  to 
be  ever  guarded  is  scarcely 
worth  the  sentinel. 
Oliver  Goldsmith 


Every  human  being  is  intended 
to  have  a  character  of  his  own; 
to  be  what  no  other  is,  and 
to  do  what  no  other  can  do. 
William  Ellery  Channing 


The  gem  cannot  be  polished 
without  friction,  nor  man 
perfected  without  trials. 
Confucius 


Success  or  failure  depends 
solely  on  one's  attitude. 
All  things  are  conquerable. 
It's  simply  a  matter  of  beliefs 
and  accompanying  attempts. 
David  V.A.  Ambrose 


Where  there  is  no  wind,  row. 
Portuguese  Proverb 
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Elegant,  exclusive  and  uncommonly  beautiful. 
Here  is  the  1983  limited  edition  of  the  best  Jaguar  ever  built. 


i/1 


ong  famous  as  custom  coach- 
builders  to  the  aristocracy  of  Europe, 
Vanden  Plas  has  created  this  superb 
limited  edition  1983  Jaguar  sedan. 

Frankly  intended  for  only  the  most 
discriminating  motorists,  the  Vanden 
Plas  represents  a  new  standard  of 
Jaguar  luxury.  Its  fittings  are  a  discreet 
blending  of  rare  mirror-matched  walnut 
veneers  supple  leather  and  deep  car- 
peting enhanced  by  custom  throw 
rugs  Both  front  and  rear  seats  are  indi- 
vidually contoured  to  offer  armchair 
comfort  Rear  seat  passengers  enjoy 
individual  swivel  based  reading  lamps 
and  a  console  with  separate  controls 
for  the  heating  and  air  conditioning 
system  and  windows.  Electronic  con- 
veniences abound,  from  a  new  trip 
computer  to  the  power  sunroof  and  a 
heating  and  air  conditioning  system 


that  regulates  itself.  There  is  custom 
striping  on  the  magnificently  sculp- 
tured exterior  of  the  car,  and  Vanden 
Plas  identification  on  the  rear  deck 

But  perhaps  the  ultimate  glory  of  this 
exclusive  machine  is  that  it  has  the 
heart  and  soul  of  a  purebred  Jaguar.  It 
moves,  handles  and  responds  with  a 
special  guickness  and  grace  Its  en- 
gine is  an  electronically  fuel  injected 
version  of  the  famous  Jaguar  double 
overhead  cam  six  Its  directional  preci- 
sion is  superb  thanks  to  power  rack 
and  pinion  steering.  The  Vanden  Plas 
is  well  balanced  and  smooth  in  motion 
because  it  has  Jaguar's  racebred  four 
wheel  independent  suspension  sys- 
tem And  it  stops  with  authority  thanks 

JAGUAR 

J  A  BLENDING  OF  ART  AND  MACHINE 


to  four  wheel  power  disc  brakes. 

The  1983  Vanden  Plas  is  beautil 
see,  luxurious  in  its  fittings  and  vi' 
responsive  in  motion.  It  is  also  ba( 
by  the  best  warranty  Jaguar  has 
offered.  For  two  years  or  36.000  r 
whichever  comes  first,  Jaguar  w 
pair  or  replace  any  part  of  the  car 
proves  defective.  The  only  excepti 
the  Pirelii  P5  tires,  which  come 
their  manufacturer's  warranty 
dealer  has  full  details  on  the 
limited  warranty. 

When  you  are  ready  for  the  r 
luxurious  of  all  Jaguars,  the  Var 
Plas  is  waiting.  We  invite  you  to  i 
it  soon.  For  the  name  of  the  d« 
nearest  you,  call  these  numt 
toll-free:  (800)  447-4700.  or,  in  III 
(800)  322-4400. 
JAGUAR  Leonia,  N  J  07605 


The  small,  economical  business 
t  has  served  its  historical  purpose, 

It  led  to  the  big, 
economical  business  jet 


Challenger  600 


Learjet  55 


Hawker-Slddeley  125/700 


Cabin  Width 
(Centerline) 


8  ft.,  2  in. 


6  ft.,  2  in. 


5  ft.,  11  in. 


5  ft..  11  in. 


5  ft..  8  in. 


Cubic 
Feet 


1,150  ft. 


700  ft. 


400  ft. 


604  ft. 


438  ft. 


Maximum 
Payload 


7,830  lbs. 


4.130  lbs. 


2,470  lbs. 


2,050  lbs. 


2.072  lbs. 


Range 

(With  NBAA/IFR  Reserves 
and  5  Passengers) 


2,800  NM 


2225 NM 


2,040  NM 


2,220  NM 


2,100  NM 


When  you  send  executives 
across  the  country  to  negotiate  a 
deal,  or  inspect  a  property,  or  handle 
an  emergency,  or  otherwise  conduct 
business  on  behalf  of  the  stockhold- 
ers, the  purpose  of  sending  them 
via  privately  owned  and  operated  air- 
craft is  obvious: 

To  move  them  with  maximum 
speed  and  a  minimum  of  physical 
and  mental  discomfort,  so  they  can 
function  better  en  route  and,  more 
importantly,  once  they  arrive. 

What  has  become  equally  ob- 
vious over  the  years  is  that  the  very 
aircraft  they  are  sent  in  tend  to 
defeat  that  purpose. 

The  cabins  are  too  small, 

the  engines  are  too  small, 

the  thinking  is  too  small. 

Conventional  transcontinental 
corporate  jets  may  be  woefully  inade- 
quate, but  not  willfully  so. 

Most  are  simply  hostage  to  the 
thinking  and  technology  of  the  sixties, 
when  the  original  versions  of  these 
aircraft  were  first  designed  and  built. 

Back  then,  you  simply  could  not 
have  a  big,  comfortable  passenger 


cabin  without  big,  fuel-guzzling  en- 
gines to  go  with  it. 

You  simply  could  not  have  de- 
cent transcontinental  range  without 
a  mailing  tube  for  a  fuselage  and  a 
good,  stiff  wind  at  your  back. 

Since  such  shortcomings  were 
literally  designed  into  the  aircraft  of 
that  period,  there  seems  little  sense 
in  trying  to  overcome  those  short- 
comings with  what  are  essentially 
those  same  aircraft. 

Particularly  when  you  consider 
what  modern  technology  has 
wrought  in  the  interim. 
The  Canadair  Challenger  600. 

Now  you  can  operate  a  big 
transcontinental  corporate  jet 
for  little  more  than  the  cost  of 

a  small  transcontinental 
corporate  jet. 

The  Canadair  Challenger  repre- 
sents nothing  less  than  a  decade- 
and-a-half  leap  in  technology.  Result- 
ing not  just  in  an  extremely  eco- 
nomical aircraft,  but  one  that  contains 
a  passenger  cabin  eight  feet,  two 
inches  wide  at  the  centerline. 

Two  feet  wider  than  the  Falcon 


MM 


UuoS. 


200.  Two  feet,  three  inches 
wider  than  the  Learjet  55  and 
the  Hawker-Siddeley  125/ 
700.  And  two  feet,  six  inches 
wider  than  the  Citation  III. 

As  for  range,  it  is  entirely  ar- 
guable that  the  Challenger  600, 
with  its  2,800  nautical  mile 
NBAA/IFR  range,  is  the  only 
real  transcontinental  corporate 
jet  in  the  lot,  capable  of  making 
NY-LA  non-stop  with  unfailing 
reliability.  Not  to  mention  a  full 
passenger  cabin. 
Or  fly  New  York  to  Detroit  to  St. 
Louis  to  Pittsburgh  and  back  to  New 
York  without  having  to  refuel,  and  with 
NBAA/IFR  reserves  in  the  tanks. 

So,  you  can  struggle  along  in  a 
cramped,  limited-range,  limited-pas- 
senger aircraft  that  happens  to  look 
inexpensive  to  run. 

Or  enjoy  the  benefits  of  a  quiet, 
spacious,  long-range,  more  produc- 
tive aircraft  that  actually  is  inexpen- 
sive to  run. 

To  find  out  more  about  the 
honestly  transcontinental  Canadair 
Challenger  600,  just  call  Mr.  James  B. 
Taylor,  President  of  Canadair 
Inc.  His  telephone  number  is 
(203)  226-1581. 

Or  you  can  drop  him  a  line  at 
Canadair  Inc.,  274  Riverside  Avenue, 
Westport,  CT  06880. 


canadair 
chaiienQtsr 


Communication  Concepts  from  the  Bell  System: 

How  to  make  you 
without  physical! 


Today,  thousands  of  executives  are 
faced  with  the  constant  demand  for 
their  presence  in  two  places  at  once.  The 
executives,  scientists,  and  engineers  of  the 
Bell  Network  have  developed  communica- 
tion concepts  that  make  it  possible  to  do 
just  that. 

Consider  this  scenario:  You  and  your  peo- 
ple want  to  communicate  with  a  group  across 
town  or  across  the  country.  Each  group  goes 
to  their  own  teleconference  room  in  their 
respective  offices.  There,  your  system  allows 
you  to  speak  as  if  the  other  group  were  across 
the  table.  The  quality  of  the  communication 
can  be  as  good  as  that  of  a  face-to-face  meet- 
ing. And  a  dramatic  demonstration  of  what 
you  can  do  using  the  most  powerful  commu- 
nication network  in  the  world,  the  Bell 
Network. 

The  concept  is  called  meeting  over  dis- 
tance, or  Teleconferencing.  And  it  essentially 
lets  you— the  executive— act  as  if  all  your 
offices  were  in  the  same  building. 
\bu  move  the  meeting  forward,  chalking  up  ideas,  numbers  and  charts  on  your  electronic 
blackboard  system  that  is  tied  into  the  Network. 

Instantly,  these  ideas  appear  on  their  monitor  in  the  other  city.  The  meeting  feels  as 
creative  and  compelling  as  one  face-to-face,  but  without  wasting  your  time  traveling. 

Now,  say  a  meeting  truly  requires  face-to-face  contact:  From  a  video  teleconferencing 
room  the  power  of  the  Bell  Network  gives  you  the  ability  to  communicate  with  colleagues 
thousands  of  miles  away,  face-to-face  and  back-to-back.  Your  extra  cameras  transmit  images 
of  visual  aids  instantly.  And  your  copier  lets  you  send  hard  documents  over  the  Network. 

The  power  of  the  Bell  Network  also  allows  you  to  train  people  on  an  ongoing  basis 
without  sacrificing  the  quality  of  learning.  This  concept  of  training  over  distance,  or  Tele- 
training,  permits  any  number  of  employees  to  digest  smaller  quantities  of  information  over 
longer  periods  of  time,  while  saving  significant  amounts  of  travel  time  and  cost. 

To  find  out  how  Bell  can  help  you  tailor  a  Teleconferencing  system,  large  or  small,  to  put 
the  Network  to  work  for  you,  call  1 800  821-2121. 

Communication  Concepts  from  the  Bell  System 


resence  felt 
sing  there. 


Expanding  your  ability  to  communicate 
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67  Cover  Story:  U.S.  trade 
negotiators  may  be  knock- 
ing on  the  wrong  door  in 
Japan. 


33  Companies.  The  key 
element  in  Macy's  come- 
back'!' It's  "per-square-foot" 
merchandising,  says  Ed- 
ward Finkelstein. 


36  Products:  Can  you  tell 
the  $8,000  Rolexfrom  the 
$400  knockoff?  More  to 
the  point,  can  your  best 
friend  tell7 


31  The  Market: 

"It's  Not  Like  The  Old  Days" 

Indeed  not.  Time  was  when  a  5-point  move  in 
the  DJIA  was  considered  substantial.  Now, 
the  Dow  can  rise  or  fall  30  points  in  a  day — or 
15  points  in  a  half-hour.  What's  going  on? 

32  The  Market: 
Common  Comes  Back 

The  best  part  of  that  alltime  record  $15.9 
billion  in  new  equity  offerings  last  year  was 
the  number  of  big  corporations  represented. 
Some  household  names  have  rediscovered 
common  stock  financing,  and  that's  good 
both  for  management  and  for  many  (but  not 
all)  shareholders. 


33  Companies: 
R.H.  Macy 

Just  five  years  ago  Macy's  was  a  decidedly 
mediocre  department  store  chain.  Now  it 
ranks  at  or  close  to  the  top  in  profitability 
among  its  peers.  But  Ed  Finkelstein  is  still 
running  scared. 


34  Hawaii: 

You  Can't  Eat  Scenery 

Trying  to  protect  agriculture  against  industri- 
al development,  the  "paradise  state"  has  be- 
come a  veritable  purgatory  for  business  in 
which  both  agriculture  and  industry  stagnate. 


36  Consumer  Products: 
Genuine  Phonies 

Why  pay  $400  for  a  $75  watch?  Answer:  So 
people  will  think  you're  wearing  an  $8,000 
watch.  It's  evidently  a  thriving  business, 
which,  the  "replica"  makers  say,  is  harm- 
less, catering  to  that  touch  of  ostentation  in 
human  nature.  "Bloodsuckers  and  para- 
sites," classy  watchmakers  call  the  knockoff 
artists,  and  they  have  gone  to  Congress  to  try 
to  stop  them. 


37  Companies: 

KLM  Royal  Dutch  Airlines 

Back  in  the  17th  century  it  was  the  Dutch, 
not  the  British,  who  ruled  the  waves,  presid- 
ing over  a  mighty  empire  around  the  world. 
Now  KLM,  the  sixth-largest  international 
airline,  still  proudly  carries  the  flag — more 
profitably  than  almost  all  its  competitors. 


42  The  Streetwalker: 

Fast  Track  For  Penn  Central? 

What  is  Carl  Lindner  up  to?  As  usual,  th 
canny  Cincinnatian  isn't  talking,  but  ther 
he  sits  with  33%.  There  are  some  good  res 
sons  for  it.  Also:  Barris  Industries  may  b 
about  to  be  reborn  as  a  schlock  conglomei 
ate;  Wackenhut  Corp.,  the  last  big  indeper 
dent  detective  agency;  Newmont  Mining- 
more  copper  these  days  than  gold. 

43  Profiles: 
Stuart  Moldaw 

At  55,  he's  starting  his  fourth  retailing  chai 
because,  he  says,  "the  fun  is  putting  the  de£ 
and  the  people  together.  Let  others  run  it. 
Fun,  to  be  sure,  but  also  very  profitabh 
Moldaw,  who  started  out  at  $45  a  week  in  a 
Allied  Stores  training  program,  is  now  wort 
an  estimated  $40  million. 


46  The  Up  &  Comers: 
Verbatim  Corp. 

It's  a  classic  example  of  how  quickly  a  pron 
ising  company  can  outgrow  its  founder: 
Moral:  An  imaginative  scientist  can  be 
lousy  executive. 

48  The  Up  &  Comers: 

Pansy  Ellen  Products,  Inc. 

It  all  started,  you  might  say,  with  Pans 
Ellen  Essman's  first  granddaughter.  Now  th 
granddaughter  is  20,  and  Essman's  littl 
company  is  thriving. 

50  Companies: 

Airborne  Freight  Corp. 

Holt  Webster  can  speak  at  length  about  wta 
his  firm  has  to  offer  that  Federal  Express- 
which  Airborne  seems  to  have  copied  dow 
to  the  last  detail — doesn't.  But  he  also  cor 
cedes,  "It's  very  difficult  to  walk  in  and  sa} 
'me  too.'  That  really  doesn't  sell  anything. 
Indeed  it  doesn't. 


63  Numbers  Game: 
A  Kick  In  The  Teeth 

That's  what  the  bankers  got  from  the  FAS 
instead  of  a  life  preserver.  The  Board  want 
to  shorten  up  on  the  current  40-year  perio 
of  amortization  of  goodwill — the  one  devic 
that  has  helped  keep  a  number  of  ailing  inst: 
tutions  afloat. 
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64  Government: 

Siggi  B.  Wilzig  vs.  the  Fed 

Not  many  men  would  have  fought  the  Federal 
Reserve  Board  as  stubbornly — some  would 
say  as  cynically— as  Siggi  B.  Wilzig.  But 
what's  the  Fed  when  you  have  survived 
Auschwitz  and  the  Gestapo? 

67  Cover  Story: 

Japan  At  The  Crossroads 

Behind  the  myth  of  omnipotent  Japan  lies  a 
different  reality.  The  simple  fact  is  that  the 
Japanese  can  no  longer  go  on  doing  business 
abroad  in  the  way  that  made  them  so  success- 
ful; and  they  don't  know,  because  of  domestic 
politics,  what  to  do  about  it. 

76  Technology: 

Europe  Lifts  Off  In  Space 

The  European  Space  Agency's  $1  billion 
Ariane  program  is  a  plausible  bet  to  become  a 
commercial  as  well  as  a  technological  suc- 
cess. And  it's  just  the  tip  of  the  iceberg  in 
foreign  competition  for  NASA. 
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Japan 's  bullet  train 


The  railroad  that  cost  $  1 ,000  an  inch 

Back  in  1981,  the  proposed  transporter  system  to  move  around  the 
MX  missiles  would  have  cost  $5.5  million  a  mile — about  $90  an  inch 
That's  a  big  bargain  compared  with  the  $60  million  a  mile — cai!  ii 
$1,000  an  inch — our  Japanese  friends  spent  on  the  newest  170-mile 
branch  of  their  famous 
Shinkansen  (bullet  train) 
line.  Ah,  you  say,  but 
bullet  trains  are  for  people 
while  missiles  are  for 
death.  Maybe  so,  but  the 
latest  branch  of  Shinkan- 
sen serves  Japanese  politi- 
cians more  than  it  does 
the  mass  of  the  Japanese 
people.  Read  the  cover 
story  in  this  issue  ("Black 
ships  are  coming?")  and 
you'll  learn  that  there's  as 
much  fiscal  extravagance 
in  Japan  as  in  the  U.S.  You'll  also  learn  why  the  Japanese  are  sc 
infuriatingly  difficult  about  accepting  foreign  imports  and  why  the) 
won't  let  the  outside  world  play  in  the  Tokyo  financial  markets.  Thi< 
time,  it  will  take  more  than  Commodore  Perry's  frigates  to  make  the 
Japanese  open  up.  The  story,  by  Contributing  Editor  Norman  Gall 
begins  on  page  67. 

A  fieldpack  was  his  textbook 

There's  an  old  French  military  aphorism  that  loosely  translates:  T( 
get  men  to  act  to  the  best  of  their  ability,  you  must  call  upon  them  tc 
act  beyond  the  limits  of  their  ability.  Aryeh  Finegold,  the  36-year-olc 
founder  of  Daisy  Systems,  would  agree  with  that.  Less  than  six  year; 
ago  he  was  a  penniless  immigrant,  and  an  illegal  one  to  boot.  Toda) 
he's  running  an  $8  million-a-year  computer-related  company  anc 
talking  of  building  it  to  $300  million.  In  which  business  school  die 
Finegold  polish  his  techniques?  In  the  Israeli  Army,  paratroops.  He 
says  it  taught  him  that  when  pushed,  people  can  do  more  than  the) 
think  they  are  capable  of  doing,  and  he  simply  applied  that  principle 
to  the  people  he  worked  with.  On  page  104,  Venture  Capital  Colum 
nist  Thomas  Murphy  tells  Finegold's  story. 

Self-inflicted  wounds,  consumer  division 

Allan  Dodds  Frank  tells  about  people  who  knowingly  pay  $400  for  $7f 
watches.  Are  they  stupid?  No,  but  in  trying  to  wow  their  friends  the) 
end  by  cheating  themselves.  It's  an  amusing  story  but  not  without  it! 
moral.  "Genuine  phonies"  is  on  page  36. 

Pineapples,  yes;  semiconductors,  no 

Economic  planning  has  been  the  great  siren  song  for  a  long  time  now 
Who  could  argue  against  the  principle  of  regulating  the  economy  ir 
order  to  lessen  human  suffering?  Yet  the  record  of  economic  planning 
of  social  engineering,  is  dismal,  and  you  don't  need  to  visit  the  Soviet 
Union  to  see  what  a  mess  it  can  create.  Forbes  sent  Reporter  Michael 
Cieply  to  Hawaii  to  find  out  how  the  economy  was  doing.  He  founc 
Hawaii  strangling  in  well-intentioned  government  regulation — regu 
lation  that  protects  moneylosing  agriculture  while  frightening  awa) 
high-tech  industries.  "East  of  Eden"  starts  on  page  34. 


Editor 
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STRAIGHT  TALK 
ABOUT  STRAIGHT  TRUCKS. 


STRAIGHT  TRUCKS  COST 
LESS  THAN  TRACTORS.  SO 
SOME  COMPANIES  THINK 
TEY'RE  BETTER  OFF  BUYING 
HEM  THAN  LEASING  THEM. 

Buying  a  truck  uses  up 
>ur  company 's  capital  or  line  of 
edit.  On  something  that  isn't 
»ur  company's  main  business, 
casing  that  truck  from  Ryder 
eserves  your  credit  and  capital . 
ot  a  bad  thing  to  do  these  days. 

If  you  already  own 
jcks,  Ryder  can  help  you  get 
unediate  cash-cash  you  can 
e  in  your  real  business. 

STRAIGHT  TRUCKS  ARE 
USED  FOR  SHORT  HAULS. 
O  SOME  COMPANIES  THINK 
HEY  DON'T  NEED  RYDER'S 
HIGH  LEVEL  OF  SERVICE. 


Whether  you  rely  on  your 


friendly  service  station  for 
maintenance  or  whether  you 
do  your  own ,  you  can't  do  what 
Ryder  does. 

Ryder  buys  more  efficient- 
ly than  you  can.  Ryder  provides 
the  specialized  equipment 
you  might  need,  like  refriger- 
ated units.  Ryder  keeps  every- 
thing running  smoothly -the 
trucks,  the  refrigeration  units, 
everything.  Ryder  provides 
fuel  direct  from  our  own  tanks, 
with  no  retail  mark-up. 
Ryder  cuts  down-time.  And 
provides  substitutes  within 
the  lease  rate. 

STRAIGHT  TRUCKS  BREAK 
DOWN  JUST  LIKE  TRACTORS. 

Just  because  you  ship 
close  to  home  doesn't  make 
breakdowns  less  costly.  A  blown 
engine  can  still  cost 


you  $3,000.  It  hurts  your  cash 
flow.  Knocks  your  projections 
for  a  loop.  A  Ryder  truck 
lease  gives  you  full  mainte- 
nance, emergency  road  service, 
with  even  monthly  costs. 
No  surprises. 

THE  TAX  ADVANTAGES  OF 
LEASING  ARE  JUST  AS 
VALID  FOR  STRAIGHT 
TRUCKS  AS  FOR  TRACTORS. 

The  full  cost  of  a  Ryder 
truck  lease  is  tax  deductible. 
The  trucks  don't  show  up  on 
your  books  as  assets.  They 
are  merely  footnoted,  which 
improves  your  financial  ratios. 

For  more  straight  talk 
about  how  a  Ryder  lease  can 
give  you  a  more  efficient  opera- 
tion and  cut  your  costs,  call  your 
nearest  Ryder  District  Office 
or  mail  this  coupon  now 


I  1 

RYDER,  STRAIGHT  TALK  IS  GOOD. 
NOW  BACK  IT  UP  WITH  FACTS  AND  FIGURES. 

NAME/TITLE  


COMPANY  NAME_ 


TYPE  OF  BUSINESS. 
ADDRESS  


|  CITY/STATE/ZIP.. 
PHONE  


re 


MAIL  TO:  RYDER  TRUCK  RENTAL,  INC. 

DON  ESTES.  PRESIDENT 

PO  BOX  520816.  MIAMI.  FLORIDA  33152 


FI2I 


RYDER  TRUCK  LEASING  AND  RENTING 


A  SERVICE  OF  RYDER  SYSTEM 


Trends 


Catch  22  san 

U.S.  sports  suppliers  are  crying  "foul" 
at  the  Japanese.  ("Guile"  and  "deceit" 
were  the  words  used  by  Howard  Bruns, 
president  of  the  Sporting  Goods  Manu- 
facturers Association.)  The  charge  in- 
volves Japan's  barriers  against  Ameri- 
can-made aluminum  ball  bats.  U.S. 
makers,  eyeing  the  1  million  bats  sold 
each  year  in  Japan,  have  been  fighting 
Tokyo's  refusal  to  award  the  bats  its 
"S"  and  "SG"  ratings,  certifying  that 
they  met  government  and  private  safe- 
ty standards.  Then  this  month,  Japan's 
Ministry  of  International  Trade  &.  In- 
dustry (MITI)  announced  that  Ameri- 
can bats  would  no  longer  have  to  meet 
the  codes.  MITI's  soft  pitch,  however, 
turned  out  to  be  a  beanball.  U.S.  bats 
were  freed  from  the  codes,  but  that 
made  them  ineligible  for  acceptance  by 
Japan's  innumerable  athletic  councils, 
which  require  that  athletic  equipment 
must  carry  these  official  seals  of  ap- 
proval. Special  Trade  Representative 
William  E.  Brock  III,  who  has  made  the 
bats  a  symbolic  issue,  will  fight  this 
new  ploy,  but  Bruns,  the  manufactur- 
ers' spokesman,  is  pessimistic. 


The  sweepstakes  craze 

If  your  mailbox  is  bulging  with  sweep- 
stakes offers  and  your  newspaper  is  full 
of  ads  for  them,  you're  part  of  a  trend. 
Don  Jagoda,  president  of  his  own  New 
York  sweepstakes  agency,  says  his 
business  has  doubled  in  five  years.  Pre- 
mium Incentive  Business,  a  marketing 
trade  journal,  estimates  that  spending 
on  sweepstakes  last  year  grew  16.6% 
over  1981,  to  about  $841  million. 
Thousands  of  firms  now  push  their 
wares  with  rub-off  game  cards,  draw- 
ings and  the  like.  The  reasons?  Partial- 
ly, Jagoda  says,  because  states  and  the 
Federal  Trade  Commission  have  eased 
up  on  the  rules.  And  the  sagging  econo- 
my has  punched  up  gaming.  "Everyone 
is  receptive  to  getting  something  for 
nothing,"  Jagoda  explains.  Sweep- 
stakes have  been  so  effective  that  even 
nuts-and-bolts  industrial  clients  are 
using  them.  Jagoda  recently  ran  con- 
tests for  a  horse-food  supplement  and 
for  steel  industrial  lockers. 


A  Depression  echo 

The  White  House  has  been  asked  by 
Congress  to  include  in  the  President's 
budget  recommendations  this  month 
support  for  a  new  body  similar  to  the 
Depression-born  Reconstruction  Fi- 
nance Corp.  The  request  was  tacked 


on  to  the  massive  stopgap  funding  bill 
the  President  signed  earlier.  Repre- 
sentative Jamie  Whitten,  the  Missis- 
sippi Democrat  who  heads  the  House 
Appropriations  Committee,  says  only 
something  like  the  RFC  can  recharge 
the  economy.  Republicans  and  Demo- 
crats consented  to  the  bill's  language, 
he  notes,  adding:  "It's  the  first  time 
they've  ever  agreed,  and  that's  very 
significant."  The  U.S.  has  used  such 
agencies  only  twice,  the  1918  War 
Finance  Corp.  and  the  1932  RFC, 
which  was  signed  into  law  by  Presi- 
dent Herbert  Hoover  and  lasted  until 
1957.  The  RFC  started  out  lending  to 
agriculture,  commerce  and  industry 
via  loans  to  banks  and  other  financial 
institutions.  Later  its  powers  were 
broadened  to  allow  it  to  buy  the  cap- 
ital stock  of  banks  and  other  credit 
bodies.  It  could  also  lend  to  business- 
es, mining,  disaster  victims  and  pub- 
lic schools  and  help  finance  public 
works.  These  programs  were  finally 
spun  off  to  other  agencies. 


How  quick  is  quick? 

Satellites  may  be  touted  for  their 
quick-as-light  transmission  of  elec- 
tronic communications,  but  they  are 
still  not  fast  enough  for  Xerox.  The 
computer  services  arm  of  Xerox  in  Los 
Angeles  tested  satellites  for  use  in  its 
time-sharing  computers  and  found 
that  its  900  corporate  customers  in 
the  U.S.  and  Western  Europe  would  be 
better  served  by  old-fashioned  tele- 
phone lines.  Cost  is  not  the  factor. 
Transmission  via  satellite  takes  an 
extra  second — a  quarter-second  up  to 
the  satellite,  another  down  to  the 


.4  sate/lite  gets  its prelaunch  touches 
When  is  the  speed  of  light  too  slow? 


Edited  by  John  A.  Conway 


Xerox  computers,  another  half-second 
for  the  return  trip.  That,  says  Xerox, 
endangers  the  company's  guarantee 
that  time-sharing  customers  will  al- 
ways make  contact  within  two  sec- 
onds and  never  get  a  busy  signal.  Both 
phone  and  satellite  transmissions 
travel  at  the  speed  of  light,  but  it  is 
much  farther  to  go  through  a  satellite 
in  orbit  at  25,000  miles  up  than  3,000 
miles  cross-country  or  6,000  miles 
from  Europe  via  phone  wires. 


Who  pays  what  to  the  IRS? 

John  Q.  Taxpayer  has  been  paying  an 
ever-larger  share  of  federal  income 
taxes  while  corporations  are  paying 
less,  according  to  a  new  study  by  Con- 
gress' Joint  Committee  on  Taxation. 
Personal  income  taxes  as  a  share  of 
federal  receipts  jumped  from  39.2%  in 
1950  to  47.4%  in  1981;  corporate 
taxes  went  from  28.3%  to  11.4%  in 
the  same  period.  Indirect  taxes  on 
business,  such  as  user  and  excise  lev- 
ies, accounted  for  another  9.2%  of 
gross  federal  receipts  in  1981;  contri- 
butions to  social  insurance,  generally 
split  by  employers  and  workers,  came 
to  32%.  The  study  also  shows  sharp 
differences  in  tax  rates  among  indus- 
tries. Commercial  banks,  for  exam- 
ple, paid  2.3%  on  U.S.  income  while 
the  auto  industry  paid  47.7%;  federal 
taxes  on  crude  oil  production  were 
only  3.1%,  compared  with  35.9%  for 
pharmaceuticals. 


Signs  of  life 

Businessmen  are  showing  increasing 
confidence  in  the  economy,  according 
to  a  new  canvass  of  1,500  chief  execu- 
tives by  the  Conference  Board,  the 
New  York-based  research  organiza- 
tion. Current  hopes,  in  fact,  are  close 
to  the  most  positive  in  the  survey's 
seven-year  history.  "It  is  important 
not  to  read  too  much  into  this,"  cau- 
tions Lora  Collins,  who  tracks  busi- 
ness conditions  for  the  Board.  "What 
the  survey  found  is  simply  that  a  high 
percentage  of  the  business  leaders  ex- 
pect conditions  six  months  from  now 
to  be  better  than  current  conditions." 
Many  industries,  she  points  out,  are  in 
very  bad  shape.  The  brass  polled  are 
expecting  higher  profits  in  1983,  espe- 
cially in  rubber,  chemicals,  electrical 
manufacturing  and  retailing.  The 
Board  found  other  hopeful  signs  in  its 
monthly  help-wanted  ad  index  of  51 
newspapers.  Ad  volume  has  climbed 
steadily  since  last  September  though 
it's  still  far  below  the  levels  of  last  fall. 
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»u/d  I  give  them  the  price  they  want? 
they  growing  as  fast  as  they  say? 
I  sticking  my  neck  out  too  far? 
vcan  I  be  sure...right  now? 


wish  you  knew, 
wish  you  had  DunSprint. 

ess  decisions  often  can't  wait.  When  you 
:o  make  up  your  mind  in  a  hurry,  nothing  beats 
y  the  data  you  need  the  minute  you  need  it.  All 
d  out.  In  black  and  white.  Right  in  front  of  you 
rhat's  what  Dun  &  Bradstreet's  DunSprint  is 
3ut.  Now,  with  an  inexpensive  terminal  or  per- 
computer  on  your  premises,  you  have  direct 
s  to  D&B's  computerized  Data  Bank  on  over 
ion  U.S.  companies. 

Ul  of  D&B's  financial  reports  are  at  your  com- 
.  Simply  tap  out  instructions  on  your  terminal 
>ard.  In  seconds,  you've  got  your  hands 
z  information  you  seek. 
Want  the  "big  picture?"  Get  the  comprehen 
>&B  Business  Information  Report.  Bill-paying 
A  Payment  Analysis  Report  scores  company 
ent  performance  and  industry  trends  for 
st  12  months. 

Vnd  when  a  truly  in-depth  financial  analysis  is 
ler,  nothing  compares  to  a  Dun's  Financial  Profile 
vides  a  complete  financial  statement, 
usiness  ratios  and  industry  comparisons 
e  last  three  years. 

Every  inquiry  is  utterly  confidential.  Strictly 
;en  you  and  the  computer. 
DunSprint.  It's  just  what  decision  makers 
to  move  fast  and  act  with  confidence. 


Better  ways  to  keep  you  better  informed 
•  Business  Information  Reports 
Payment  Analysis  Reports  (PAR)**  Continuous  PAR 
•  Dun's  Financial  Profiles® 
•  Customized  Information  Services 
•  Duns  Dial*  •  Consulting  Service 

For  more  information, 
call  800-526-4915  toll-free. 
In  New  Jersey,  201-992-9810. 

Dun  &  Bradstreet 
Credit  Services 

a a  company  of 
The  Dun  &  Bradstreet  Corporation 


Trends 


"The  indication  is  that  we  may  well 
have  seen  the  last  big  lump  in  the 
unemployment  rate.  In  fact,  10.8% 
might  turn  out  to  be  the  peak,"  says 
Kenneth  Goldstein,  one  of  the  Board's 
economists.  Where  has  the  index 
shown  the  sharpest  increase?  The 
Rocky  Mountain  and  South  Atlantic 
states,  and  the  Great  Lakes  area. 


What  price  animation? 

Some  ad  agencies  are  delighted  with 
their  animated  cartoon  commercials 
but  the  animators  themselves  are  in 
bad  shape.  Jordan  Caldwell,  a  partner 
in  KCMD  Productions,  says  his  firm 
does  80  to  100  animated  commercials 
a  year,  but  there  is  70%  unemploy- 
ment among  the  400  members  of  New 
York's  cartoonists  union.  "People  are 
using  a  lot  of  older  commercials,"  he 
says.  The  new  computer  animation 
houses,  however,  seem  to  be  thriving. 
Jeff  Kleiser,  vice  president  and  a  de- 
signer director  at  Digital  Effects  in 
New  York,  says  his  business  has  dou- 
bled every  year  since  it  started  in 


Ogiliy  &  Matter's  pink  panther 
The  computer  is  moving  in. 


1978.  Cartoon  characters,  however, 
are  not  the  forte  here.  The  computer 
churns  out  things  like  the  recent  Japa- 
nese airline  ad  that  made  a  Boeing  767 
look  like  glass  and  the  sphere  of  tele- 
phone cords  AT&T  is  using  in  com- 
mercials as  its  new  logo.  Computers 
cost  more  than  human  artists,  Kleiser 
says:  "You  can  do  two  or  three  con- 
ventional animated  spots  for  the  price 
of  one  computer  animated  spot." 


The  carefree  bank 

While  bankers  around  the  world  are 
wringing  their  hands,  top  officials  at 
the  World  Bank  in  Washington  can 
look  around  and  tell  an  interviewer: 
"What  crisis?"  The  International 
Bank  for  Reconstruction  and  Devel- 


opment, as  it  is  formally  known,  dic- 
tates its  own  conditions  before  lend- 
ing anyone  money,  is  making  profits, 
and  even  in  this  day  of  default  has 
very  little  to  worry  about.  No  matter 
how  broke  a  country  may  be,  it  can 
hardly  afford  to  hang  up  this  bank.  If  it 
does,  it  will  find  itself  blacklisted  ev- 
erywhere else. 


The  high  cost  of  jobs 

The  use  of  import  quotas  to  save  jobs 
costs  a  pretty  penny,  according  to  a 
report  in  the  American  Enterprise  In- 
stitute's Regulation.  The  "domestic 
content"  bill  the  United  Auto  Work- 
ers are  pushing,  for  instance,  would 
probably  reestablish  only  100,000  of 
the  million-or-so  automotive  jobs  lost 
since  1978.  Assuming  that  each  dollar 
of  reduced  auto  imports  also  cuts  off 
75  cents  of  exports,  the  net  job  cre- 
ation would  be  25,000.  But  the  AEI 
says  the  cost  to  consumers  (based  on 
Congressional  Budget  Office  figures) 
would  be  S4.9  billion,  or  $196,000  per 
job.  "At  these  prices,  Washington 
could  not  afford  to  save  even  half  of 
the  jobs  in  the  labor  market,"  says  the 
AEI.  "It  would  run  out  of  gross  nation- 
al product  first." 


The  wage  race 

Union  wage  gains  are  still  outrunning 
inflation.  In  construction,  for  in- 
stance, the  average  first-year  increase 
in  1982  was  SI. 10  an  hour,  or  6.7%, 
while  the  second  annual  increment  in 
multiyear  contracts  was  SI.  17,  or 
6.6%,  according  to  the  Construction 
Labor  Research  Council.  This  marked 
the  second  lowest  gain  since  the  early 
1970s  |the  first-year  average  for  1981 
was  SI. 82,  or  12%),  but  even  6.7%  is 
well  above  the  present  inflation  rate. 
More  ominous,  wherever  business 
was  better,  settlements  went  up.  In 
the  recession-paralyzed  Midwest,  the 
average  1982  first-year  jump  was  only 
97  cents  an  hour;  in  California,  it  was 
S2.24,  in  New  England  S2.23  and  in 
New  York,  SI. 80. 


The  energy  spendthrifts 

Although  energy  costs  show  little 
sign  of  abating,  Americans  seem  to  be 
having  a  hard  time  forcing  themselves 
to  conserve.  A  telephone  survey  of 
1,224  households  by  Honeywell,  the 
Minneapolis  computer  and  controls 
company,  found  that  while  90%  fret- 
ted about  the  gas  and  electric  bills, 
only  40%  were  willing  or  able  to  do 
anything  about  them.  Family  mem- 
bers, it  appears,  keep  turning  up  the 
thermostat,  driving  instead  of  walk- 


ing, and  running  tiny  loads  through 
the  washing  machine.  (The  last  one 
was  a  particularly  stubborn  point. 
"They  say  they're  not  going  to  wash 
their  clothes  less,"  a  Honeywell  offi- 
cial said.)  Meanwhile,  heating  costs, 
especially  for  natural  gas,  keep  climb- 
ing. Gas  bills  averaged  a  20%  increase 
this  winter  and  could  climb  another 
17%  to  20%  in  1983,  according  to  the 
Cabot  Consulting  Group  of  Washing- 
ton, D  C.  The  gas  companies'  answer: 
Keep  cool.  "Turn  the  thermostat 
down  to  67  and  keep  it  there,"  said  Joe 
LaBoon,  chief  executive  of  the  Atlan- 
ta Gas  Light  Co. 


Help  with  the  books 

How  big  a  perk  is  providing  financial 
planning  for  corporation  executives? 
In  a  minisurvey  of  top  firms,  Merry 
Gines  Management,  a  New  York 
company  that  supplies  such  services, 
found  that  1 1  of  53  respondents  of- 
fered such  help  to  91  of  their  brass,  at 
costs  ranging  from  S5,000  to  SI 0,000. 
Six  of  them  called  on  the  consultant 
arm  of  their  outside  auditors  to  deliver 
it,  and  only  two  called  in  outside  ex- 
perts. The  rest  either  proffered  in- 
house  help  or  allowed  their  executives 
to  choose  their  own  advisers.  All  1 1 
gave  tax  assistance;  8  provided  finan- 
cial planning,  and  7  helped  on  retire- 
ment and  estate  arrangements.  Four 
said  they  limited  their  offer  to  presi- 
dents or  chief  executives,  and  another 
four  extended  it  to  vice  presidents. 


The  long  view 

"Staying  the  course,"  the  Administra- 
tion's battle  cry,  may  call  for  a  long 
war.  The  National  Planning  Associ- 
ation in  Washington  has  just  made 
this  projection:  "Although  unemploy- 
ment will  remain  high  in  1983,  it  will 
begin  a  long-term  decline  towards  lev- 
els under  4%  by  the  year  2000." 


Shrewd  old  Uncle  Sam 

Contrary  to  belief,  Uncle  Sugar  isn't 
always  as  feckless  as  it  would  seem. 
When  Chrysler  was  seeking  those 
loan  guarantees,  for  instance,  hard- 
hearted Treasury  officials  demanded 
and  got  14.4  million  warrants  for 
Chrysler  shares  at  S13,  good  through 
1990,  as  part  of  the  deal.  At  the  time 
the  Treasury  saw  no  immediate  value 
in  the  paper,  but  since  then  the  stock 
has  soared  into  the  S17-to-S18  range. 
When  last  checked,  the  Treasury 
hadn't  yet  decided  what  to  do  about 
the  warrants,  but  the  profit  is  there  for 
the  taking. 
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A  PRUDENTIAL  AGENT  CAN  KEEP  YOU 
FROM  LEAVING  TOO  MUCH  OF  YOUR  ESTATE 
TO  THE  WRONG  RELATIVE. 


)u  don't  plan  your  estate  properly, 
could  leave  as  much  to  Uncle 
i  as  you  do  to  your  family. 

Which  is  why  you  should  talk  to  a 
dential  agent  today,  and  get  a  free 
ncial  security  review. 

It's  a  way  of  planning  for  your 
il/s  future  by  taking  an  in-depth  look 
our  current  resources, 
r  assets  and  income.  Your 
enses  and  liabilities.  How 
;h  you  can  save.  And  how 
plan  to  handle  your 
dren's  education. 


By  taking  your  overall  financial 
Ik   picture  into  account,  your 
J*  Prudential  agent  can  help  you 
1  maximize  the  value  of  your  estate. 
And  help  minimize  the  taxes  it 
will  incur. 

Prudential  offers  a  wide  variety  of 
insurance  plans  and  financial  services. 
Which  means  your  agent  can  help 
you  get  the  most  for  your  money. 

So  talk  to  your  Prudential 
agent  today.  And  give  more  of 
your  estate  to  your  family  and 
less  to  the  IRS. 


M  Prudential 


Your  Prudential  agent  knows  a  lot  more  than  insurance. 


Follow-Through 


The  not  so  lowly 
mushroom 

Mushrooms,  once  mainly  a  chichi  gar- 
nish, were  fast  turning  into  a  super- 
market commonplace  five  years  ago 
(Forbes,  July  15, 1977).  Ralston  Purina 
and  Castle  &.  Cooke  had  moved  into 
mushrooms;  Amfac  was  following. 
With  profits  reported  at  20%  or  more 
on  total  sales  of  $256  million,  the 
giants  were  ready  to  share  with  small 
farmers  in  places  like  Pennsylvania, 
the  U.S.  mushroom  capital,  where 
about  40%  of  the  340  million-pound 
domestic  crop  was  grown  in  1977. 

Since  then,  total  consumption  of 
the  lowly  fungus  has  nearly  doubled, 
to  666  million  pounds  a  year,  and 
sales  have  reached  $500  million.  But, 
alas,  the  high  profits  in  the  mushroom 
patch  have  withered.  Foreign  imports 
now  own  about  55%  of  the  canned 
mushroom  market,  with  China  hold- 
ing an  84%  share  of  that.  The  Ameri- 
can Mushroom  Institute,  based  in 
Kennett  Square,  Penna.,  reports  it  has 
lost  about  50  of  its  250  members  in 
the  last  two  years  as  farmers  in  30 
states  have  sold  out  or  gone  under. 

The  big  companies,  which  tend  to 
concentrate  on  fresh  mushrooms,  are 
not  faring  well  either.  Castle  &.  Cooke 
closed  two  of  its  six  mushroom  plants 
in  the  last  few  years  and  in  the  first 
quarter  of  1982  showed  a  loss  on 
mushrooms.  Ralston  Purina  has  de- 
cided to  get  out  altogether.  This 
month  it  sold  three  of  its  six  plants  to 
Amfac  and  is  dickering  to  shed  two 
others.  "Our  core  businesses  are  pet 
food,  animal  feed  and  restaurants," 
says  a  company  official,  "and  Ralston 
plans  to  concentrate  on  those." 


Musljrooms 

Room  for  even  the  Chinese? 


The  one  bright  spot  is  Amfac, 
which  will  produce  61  million  pounds 
and  have  mushroom  sales  of  $85  mil- 
lion after  its  acquisitions  from  Ral- 
ston. The  Chinese  are  a  problem  for 
everyone,  admits  John  Henningsen, 
senior  vice  president  for  business  de- 
velopment at  Amfac's  food  group. 
"Everyone  in  the  U.S.  canned  mush- 
room industry  is  flooding  the  market 
with  fresh  mushrooms,"  he  says.  But 
Amfac's  crop  is  burgeoning;  its  Mon- 
terey brand  mushroom  sales  have 
jumped  53%  a  year  for  the  last  two 
years,  and  operating  profits  were  up 
60%  in  1982.  What's  more,  there  is  a 
lot  of  room  for  growth,  Henningsen 
says.  Total  per  capita  consumption 
here  is  only  2.5  pounds  a  year,  while 
in  Europe  it  averages  4  to  6  pounds. 
"Over  the  long  term,"  Henningsen 
says,  "the  fresh  mushroom  market  is 
going  to  grow." 


The  stiff  upper  lip 

Long  before  London's  brokers  and 
bankers  did  their  bit  last  November 
for  queen  and  country  by  paying  $1.60 
a  share  for  51%  of  Britoil,  Britain's 
new,  Glasgow-based  oil  exploration 
arm,  Forbes  reported  grave  misgiv- 
ings (Aug.  30,  1982).  The  reservations 
were  justified.  While  Margaret 
Thatcher's  upper  lip  stayed  stiff  as 
Gibraltar — the  sale  netted  almost  $1 
billion — the  boys  in  The  City  could  be 
excused  a  few  dry  sobs.  On  its  first 
day,  the  $1.60-a-share  offer — biggest 
new  issue  in  London  history — fell  to 
$1.30.  Early  this  month  the  price 
reached  a  low  of  94.4  cents. 

The  Tory  government  needed  to 
wrap  the  offer  in  the  Union  Jack. 
Common  sense  was  against  it.  Oil 
stocks  in  Britain  had  skidded,  with 
some  exploration  companies  down 
50%.  The  sale  also  called  for  a  stiff 
price,  to  protect  Whitehall  from  the 
charge  that  in  its  last  move  to  restore 
private  ownership  to  a  public  corpora- 
tion the  price  had  been  so  low  that 
speculators  reaped  unholy  profits. 

The  Britoil  offer  faced  other  hur- 
dles. The  London  government,  which 
kept  49%  of  the  shares,  said  it  would 
veto  any  change  in  ownership,  thus 
ruling  out  takeovers.  The  Labour  op- 
position had  vowed  to  renationalize 
Britoil  if  they  returned  to  power.  Brit- 
oil was  so  big — proven  and  probable 
reserves  of  615.7  million  barrels  of  oil 
and  645  billion  cubic  feet  of  gas — that 
new  finds  were  hardly  likely  to  cause 
a  dramatic  jump  in  price.  As  Forbes 
had  reported  The  City's  feelings  last 
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summer:  "If  you  like  depressed  oil 
stocks  in  general  and  North  Sea  oil  in 
particular,  it  could  be  a  decent  deal." 


Solving  a  garbage  problem 

Garbage-into-energy  may  be  a  great 
idea,  but  it's  expensive.  By  1981,  ten 
years  after  they  were  introduced,  "re- 
source recovery"  plants  were  han- 
dling only  a  fraction  of  the  383,000 
tons  of  waste  generated  in  the  U.S. 
every  day.  Two  years  ago  New  York's 
Onondaga  County  took  its  garbage 
problem  to  the  investment  bankers  at 
Smith  Barney,  Harris  Upham  and 
cooked  up  a  complex  plan  for  a  gar- 
bage-energy plant  it  hoped  would  be 
operational  by  1984  (Forbes,  May  25. 
1981).  To  cut  the  expected  $90  mil- 
lion price,  the  county  planned  to  sell 
off  $35  million  in  tax  benefits. 

Things  have  not  gone  quite  as 
planned,  but  if  all  goes  well  now, 
Syracuse  and  34  surrounding  commu- 
nities will  have  their  plant  by  1986. 
Late  last  year  the  county  fathers  made 
a  deal  with  UOP,  the  contractors,  to 
build,  own  and  operate  a  $100  million 
plant.  The  entire  project  will  cost 
$180  million.  The  overall  cost  has 
doubled  but  the  county  will  still  bene- 
fit, since  UOP  plans  to  buy  the  tax 
benefits  for  $30  million.  "The  original 
plan  was  a  pioneering  attempt,"  says 
county  spokesman  Don  Lawless,  "but 
we  ran  into  structural  problems  and 
decided  on  a  vendor  equity  deal."  Gar- 
bage won't  wait,  so  there  was  a  time 
problem,  too.  "Simpler  is  faster,  and 
faster  is  cheaper,"  he  says. 

The  result:  Onondaga  County's 
municipalities  should  have  to  pay 
only  $19  a  ton  the  first  year  to  drop 
their  garbage  at  the  planned  420,000- 
ton-per-year  steam  electric  facility. 
Power  will  be  sold  to  Niagara  Mo- 
hawk; ash  and  residue  will  go  to  a  local 
landfill.  The  per-ton  "tipping  fee"  will 
escalate  with  inflation.  Later,  it 
should  drop  as  energy  revenues  in- 
crease. UOP  must  produce  500  kilo- 
watts per  ton;  revenues  should  cover 
the  debt  service  on  $  1 80  million  worth 
of  industrial  revenue  bonds.  But  if  the 
plant  fails  to  operate,  UOP  must  pay 
damages.  UOP  gets  its  tax  writeoff  and 
a  handsome  operating  fee. 

The  only  hang-up  now  is  that  Syra- 
cuse is  still  mulling  over  the  project 
and,  without  a  contract  for  that  city's 
garbage  (40%  of  the  total),  the  plan 
could  fall  apart.  But  Lawless  expects 
Syracuse  to  sign  soon  and  says  the 
other  towns  are  ready  to  follow. 
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W.R.  Holdings,  Inc. 

(A  newly  formed  company  owned  by 
CM  Capital  Corporation,  certain  institutional  investors  and 
senior  management  of  Williamhouse-Regency  Inc.) 

has  acquired  in  a  leveraged-buyout  transaction 

Williamhouse-Regency  Inc. 

The  undersigned  arranged  this  transaction. 

CARL  MARKS  &  CO,  INC. 

December  23, 1982 


This  announcement  appears  as  a  matter  of  record  only. 

$63,200,000 

Institutional  financing  arranged  for  the  leveraged-buyout  of 

Williamhouse-Regency  Inc. 

$24,000,000  Principal  Amount 

Senior  Notes  due  1994 

$27,000,000  Principal  Amount 

Senior  Subordinated  Debentures  due  1997 

$10,200,000  Cumulative  Preferred  Stock 
$2,000,000  Common  Stock 


The  undersigned  structured  and  placed  these  securities. 

CARL  MARKS  &  CO,  INC.    Drexel  Burnham  Lambert 

INCORPORATED 


December  23, 1982 


Readers  Say 


Covering  Dracula 

Sir:  You  noted  that  the  dawn  breaking 
over  Dracula's  shoulder  (on  the  cover, 
Jan.  3)  symbolized  a  1983  economic 
climate  sunnier  than  that  of  1982. 

To  my  mind,  the  sky  in  the  picture 
better  resembled  a  sunset. 
—William  M.  Dingfelder 
Philadelphia,  Penna. 

Sir:  With  all  of  South  and  Central 
America,  Denmark,  Belgium,  France, 
Italy,  Spain,  Portugal  and  almost  all  of 
Africa  on  the  verge  of  default,  Count 
Dracula  must  be  facing  East. 
— George  W.  Frank 
Sun  City  Center,  Fla. 

Sir:  This  reader's  first  impression 
wasn't  that  American  corporations 
suffered  a  "ghoulish"  year  but,  rather, 
that  there  is  a  frightful  parallel  be- 
tween American  industry  and  vam- 
pires. Dawn  or  no  dawn,  Ralph  Nader 
must  be  preparing  his  silver  stakes 
anew  and  calling  you  for  reprints. 
— EM.  Jones 
Boston,  Mass. 

Sir:  The  best  cover  of  the  year. 

— Edward  Kosner 

Editor, 

New  York  magazine 
New  York,  NY. 


Baldwin-United 

Sir:  1  could  not  hope  to  respond  in  a 
brief  letter  to  your  article  on  Baldwin- 
United  (Dec.  20,  1982).  [But]  our  poli- 
cyholders are  secure,  our  accounting 
is  proper  and  we  generate  not  only  a 
book  profit  but  cash  as  well.  It  is  re- 
grettable and  it  is  unfair  that  you  have 


characterized  as  "running,  running, 
running"  our  16,000  employees  who 
have  made  Baldwin-United  an  indus- 
try leader  in  six  different  businesses 
and  who  are  working,  working, -work- 
ing and  achieving,  achieving,  achiev- 
ing for  our  policyholders  and  our 
shareholders  alike. 
— Morley  P.  TJjompson 
President. 
Baldwin-United 
Cincinnati,  Ohio 


They  deserve  no  respect 

Sir:  It  is  difficult  to  respect  a  Congress 
that  votes  itself  a  pay  raise  and  im- 
poses an  additional  gasoline  tax  on  its 
citizens  when  the  country  suffers 
high  unemployment  (Fact  and  Com- 
ment, Dec.  6,  1982). 
— Harrison  W.  Kimbrell 
Dunwoody,  Ga. 


Screwpull  s  inventor 

Sir:  Re  your  short  article  and  picture 
about  Hallen  Co.'s  "Screwpull"  (Fact 
and  Comment,  Dec.  20,  1982).  The  in- 
ventor is  as  interesting  as  his  inven- 
tion. Herb  Allen  (Hallen  Co.)  has  had 
an  association  with  Cameron  for  50 
years  as  an  engineer,  inventor,  man- 
ager and  director  and  has  been  recog- 
nized as  an  outstanding  designer  of 
oil-  and  gas-well  control  equipment. 
He  now  complains,  "After  spending  a 
career  designing  such  things  as 
'blowout  preventers'  and  'ball  valves,' 
I  will  probably  go  to  my  grave  known 
as  the  inventor  of  a  corkscrew." 

It  is  no  surprise  to  his  Houston 
friends  that  with  his  "Screwpull"  he 
has  "brought  to  the  market  a  real 
gusher." 
— M.A.  Wright 
Chairman  and  CEO, 
Cameron  Iron  Works,  Inc. 
Houston,  Tex. 


Kid's  stuff 

Sir:  Re  what  Atari,  Mattel's  Intellivi- 
sion  and  Coleco's  Colecovision  were 
saying  about  each  other  (Readers  Say, 
Dec.  20,  1982).  Last  Christmas  (1981) 
my  parents  bought  our  family  Magna- 
vox'  Odyssey2  video  game  system. 
This  is  the  best  investment  in  its 
price  range.  You  get  a  48-character 
keyboard  and  the  8  slotted  hand-con- 
trollers or  "joy-sticks,"  which  no  oth- 
er system  offers  (and  which  allow  pre- 


cise movement  in  your  game). 

Take  it  from  a  kid,  Atari,  Intellivi- 
sion  and  Colecovision — you're  all  no 
match  for  Magnavox'  Odyssey2. 
— Fred  Bischof 
Odyssey-'  owner, 
Naples,  Fla. 


F&C  II 

Sir:  Re  MSF  Jr.  getting  a  full  page  for 
his  editorials  (Jan.  3).  It's  most  consol- 
ing to  me  and  must  be  to  other  avid 
readers  of  Forbes  to  know  that  when 
MSF  Sr.  breaks  his  neck  whilst  riding 
his  motorcycle,  there  is  in  place  a  very 
able  successor  to  continue  the  oper- 
ation in  the  person  of  MSF  Jr. 
— Thomas  W.  Evans 
Port  St.  Lucie,  Fla. 

Sir:  Congratulations  on  the  photoge- 
nic visage.  You  are  the  only  economic 
writer  who  gets  his  first  full  page,  and 
then  makes  specific  forecasts.  This  is 
a  policy  fraught  with  danger,  as  people 
like  me  will  file  this  till  next  year. 
— Harlan  K.  Schlicher  Jr. 
Mountain  Lakes,  N.J. 

Sir:  Congratulations.  Let  me  know  if 
you  are  ever  short  of  material. 

— Bruce  Bartlett 
Joint  Economic  Committee, 
Congress  of  the  U.S. 
Washington,  D  C 


Women  and  mammograms 

Sir:  The  article  "Beating  Breast  Can- 
cer—the cap  Test"  (Dec.  6,  1982) 
states  that  women  with  a  history  of 
breast  cancer  in  their  families  should 
avoid  mammography.  Actually,  these 
women  are  at  higher  risk  of  develop- 
ing the  disease  and  require  regular 
mammograms  for  early  diagnosis  and 
high  curability. 
—Arthur  I.  Holleb,  M.D. 
Senior  Vice  President  for  Medical  Affairs, 
American  Cancer  Society 
New  York,  NY 


Gurkhas,  not  Marines 

Sir:  Re  the  item  "Gung  Ho"  by  Wil- 
liam P.  Clark,  National  Security  Ad- 
viser to  the  President  (Other  Com- 
ments, Oct.  11,  1982).  To  appropriate 
the  incident  of  jumping  without  para- 
chutes to  the  honor  of  the  Marines, 
who  have  a  reputation  for  making 
their  own  legend,  is  sufficient  to  boil 


14 


FORBES,  JANUARY  31,  1983 


he  blood  of  loyal  subjects  and  allies. 

I  must  inform  you  that  it  was  in 
943  that  the  legend  of  no  parachutes 
egan:  RAF  Transport  Command,  to- 
la, mixed  Commonwealth  crews, 
imerican-built  C-47s.  The  troops 
/ere  Gurkhas,  and  the  drop  was  low- 
red  from  1,500  feet  to  a  requested 
50  feet.  It  would  bring  dishonor  to 
he  regiment  to  land  in  condition  un- 
it to  engage  the  enemy. 

In  fact,  in  1939  the  U.S.S.R.  did  drop 
roops  without  parachutes  from  50 
2et  into  the  snow  in  Finland,  which 
roved  mainly  that  it  was  an  efficient 
leans  of  scattering  broken  bones 
cross  the  landscape. 
-Roy  Jackson 
'ancouver,  B.C. 


SIN,  not  original 

ir:  The  SIN  National  Spanish  Tele- 
ision  Network  ("SIN,  the  Original," 
tov.  22,  1982)  was  not  "two  years 
head  of  Home  Box  Office"  in  deliver- 
tig  its  program  signal  by  satellite  in 
976.  In  1975  FIBO  became  the  first 
elevision  network  to  regularly  trans- 
ait  its  programming  via  satellites. 
-Roger  B.  Framecky 
'ice  President,  Corporate  Affairs, 
lome  Box  Office 
Jew  York,  N.Y. 


Sage  adviser 

ir:  It  was  with  a  sense  of  nostalgia 
hat  I  realized  I  was  reading  Heinz 
liel's  last  column  in  Forbes  (Dec.  20, 
982).  I  have  enjoyed  his  sensible 
omments  and  sage  advice. 
-Anthony  Scenna 
lelrose,  Mass. 

ir:  I  regret  Mr.  Biel's  decision  to 
save  the  arena.  He'll  be  missed. 
-Nicholas  Major 
Cleveland,  Ohio 


Hard  to  make  it  short 

ir:  Your  "Two  lines  are  harder  to 
/rite  than  two  pages"  (Fact  and  Corn- 
lent,  Nov.  8,  1982)  reminds  me  of  P.T. 
•arnum,  who,  in  demand  as  an  after- 
inner  speaker,  would  ask  how  long 
le  was  expected  to  talk.  If  his  remarks 
/ere  limited  to  five  minutes,  he  said 
le  would  need  time  to  prepare,  but  if 
le  could  talk  for  30  minutes  or  more 
le  was  ready  now,  since  he  could  de- 
elop  his  theme  as  he  talked. 
-John  F.  Dickerson 
trand  Junction,  Colo. 


EXPORT  COUNTRY 


A  shrinking  world  has  put  South  Africa's  wealth  of 
raw  materials  and  competitively  priced  finished 
goods  almost  at  your  doorstep.  Our  computer  link 
puts  you  in  direct  touch  with  exporters  of  products  you 
need.  Modern  transportation  facilities  speed  your 
order,  insuring  confirmed  delivery  dates.  Write  or 
call  one  of  our  offices  to  learn  how  your  competitors 
are  taking  advantage  of  our  strategic  minerals,  agri- 
cultural and  mining  machinery  auto  parts,  oil  drill- 
ing equipment,  foundry  products,  a  range  of  items 
from  fine  footwear  and  knockdown  furniture  to  excel- 
lent wines,  exotic  food  products  and  high  fashions. 

Investment  Inducements 

A  healthy  economy,  competitive  labor,  an  excellent 
infrastructure,  a  fine  banking  system  and  an  abun- 
dant supply  of  most  raw  materials  are  only  a  few  of 
the  reasons  why  you  should  invest  in  South  Africa. 
In  1980  foreign  investors,  including  260  major  U.S. 
companies,  made  an  average  profit  of  20%.  One  of 
our  U.S.  offices  can  provide  complete  information 
on  all  aspects  of  investment,  including  the  generous 
incentives  that  are  available  to  investors. 

SOUTH  AFRICA 


Contact  an 
office 

listed  at  right. 
Your  inquiry 
will  receive 
our  personal 
attention. 


Deputy  Consul  General  (Commercial) 

South  African  Consulate  General 

425  Park  Ave. ,  New  York,  NY  10022  (212)  838-1700 

The  Consul  (Commercial) 

South  African  Consulate  General 
1980  S.  Post  Oak  Blvd.,  Suite  1520 
Houston,  TX  77056  (713)  850-0150 

444  N.  Michigan  Ave.,  Suite  3100 
Chicago,  IL  60611  (312)  828-9200 

9107  Wilshire Blvd.,  Suite 400 
Beverly  Hills,  CA  90210  (213)  858-0380 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  En- 
ter your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes  enter  your  address  on  this 
form  and  check  the  subscription  you  pre- 
fer. □  1  year  $36  □  3  years  $72  (the  equiv- 
alent of  one  year  free).  Canadian  orders,  1 
year  $50,  3  years  $104.  Orders  for  other 
countries  add  $25  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Name      (please  print) 


New  Address 


City 


State  Zip 


Date  of  Address  Change 
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Guess  who's 
introducing  a  typewriter 

that's  superior  to 
the  IBM  Electronic  75? 


■ 


Everyone  compares  the  quality  of 
their  electronic  typewriters  to  the 
IBM  Electronic  75. 

So  do  we. 

Our  new  typewriter  can  store  15,500 
characters  of  memory.  And  it  has  all 
these  automatic  features:  underscoring, 
number  alignment,  column  layout,  line 
centering,  margin  and  tab  storage,  carrier 
return,  plus  full-line  error  correction 
and  a  snap-in,  snap-out  ribbon  cassette. 

Just  like  the  IBM  Electronic  75. 

But.  This  new  typewriter  also  has  auto- 
matic right  margin  justification.  Triple 
pitch  with  proportional  spacing  for  a 
"printed"  look.  A  memory  control  panel 


that  clearly  indicates  which  key  does 
what.  A  new  electronic  keyboard  with 
fewer  moving  parts  for  improved  reliabil- 
ity. A  query  key  that  makes  it  easier  to 
find  the  last  area  of  memory  being  used. 
And.  you'll  be  pleased  to  hear,  its  de- 
signed for  quieter  sound. 

In  all,  this  new  typewriter  has  ten 
easy-to-use  features  you  won  t  find  on  the 
IBM  Electronic  75. 

Who  could  make  a  typewriter  this 
advanced? 

\STio  has  that  kind  of  expertise? 

What  new  typewriter  could  this  pos- 
sibly be? 

Give  up? 


Why  the  IBM  Electronic  85.  what  e 
Wed  be  glad  to  give  you  more  infor- 
mation about  the  IBM  Electronic  85.  A 
the  neu  IBM  Electronic  65  that  offers  < 
most  everything  the  Electronic  85  has 
( with  about  7,400  characters  of  memoi 
Plus,  it  can  be  upgraded  to  an  Electror 
85  right  in  y  our  office.  Just  visit  your 
local  IBM  Product  Center.Call  your 
IBM  representative  or  call  IBM  Direct 
at  the  toll-free  number  listed  below 
and  be  sure  to  ask  about  our  discount 
programs.  —  ■ — =  =. 


i 


Call  IBMDintt  1800631-5582  Km.  7.  In  Hawaii/Alaska  1800 526-2484  Ext.  7. 
Or  write  to  IBM,  DRM,  Dept.  OK7.  400  Parson's  Pond  Drive.  Franklin  lake-..  New  Jei>e>  074IJ 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHAT 

Would  you  have  thought  that  Khomeini's  Iran  had  a 
2nse  of  humor?  At  least  Iranians  supplied  the  world  with 
laugh  when  their  oil  minister  recently  announced  Iran's 
rdent  support  for  Saudi  Arabia's  effort  to  maintain  the 
34  oil  price.  You  bet  they  support  it. 

Thanks  to  the  sacrifice  of  oil  production  and  revenue  by 
le  Saudis  and  some  of  the  other  Arabic  oilers  in  their 
ffort  to  maintain  that  price,  Iran  is  selling  all  its  rebur- 
eoning  oil  production  by  pumping  it  into  the  marketplace 

MANY  NEW  JOBS  WON'T 

tid  the  good  openings  will  require  training  and  skills  that 
ot  enough  have.  Pronto,  on  multiple  fronts,  we  should  go 
ung  ho  in  establishing  training  programs. 
Since  computers,  hitched  to  robots,  are  rapidly  doing 
lore  factory  tasks  and  more  and  more  service  jobs  (how 
)ng's  it  been  since  you  heard  a  live  telephone-company 
oice?),  the  hands  that  used  to  handle  these  tasks  now 
eed  to  learn  new  ones.  The  new  high-tech  gizmos  have 
d  be  designed,  made,  operated,  repaired  and  fed  with 
Ditware. 

There's  also  a  crying  need  for  other  skills,  for  typists, 
rord  processors,  secretaries;  auto  mechanics  who  are  and 
utobody  repairmen  who  can;  countless  salesmen.  The  list 
;  long,  much  longer  than  you'd  think  when  looking  at 
limbing  unemployment  rates.  Yet  many  of  those  quail- 
ed to  fill  such  openings  don't  now  live  where  such  jobs 
re  and  are  not  willing  or  are  unable,  for  assorted  reasons, 
d  pick  up  and  go. 

Federal  training  efforts  have  often  bogged  down  in  bu- 
jaucracy,  waste  and  some  outright  fraud.  But  federal 
rnding  for  state  and  community  efforts  can  help  get  the 
eeded  educational  job  done  that  will  qualify  people  to  fill 
lousands  and  thousands  of  openings. 

Corporations  themselves  can  do  more  on  their  own 


A  GAS! 

at  a  lower  price.  Who  do  you  suppose  would  buy  the 
Khomeiniacs'  oil  if  the  Arab  suppliers  were  to  match  or 
undercut  Iran's  market-grabbing  lower  figure? 

Since  Iran's  military  has  pushed  back  the  Iraqis,  it  could 
be  that  the  nervous,  neighboring  Saudis,  the  Kuwaiti  and 
the  Emirates  are  so  worried  that  Tehran's  Mad  Moolah 
might  turn  his  Shiite  armies  loose  in  their  direction,  they 
are  willing  to  try  fending  him  off  by  letting  him  grab  an 
even  greater  share  of  their  market. 

BE  LIKE  THE  GONE  ONES 

behalf.  General  Motors  has  set  a  first-rate  example.  Some 
8,400  let-go  GM  employees  are  being  trained  to  repair 
data-processing  gear  and  to  assemble  aerospace  equipment 
in  a  $10  million  shared  undertaking  of  the  company  with 
the  United  Auto  Workers  and  the  state  of  California. 

As  the  housing  resurgence  picks  up  a  full  head  of  steam, 
there  won't  be  near  enough  electricians,  plumbers,  carpen- 
ters, roofers,  et  al.  Those  who  were  priced  out  of  hiring 
such  skilled  work  and  learned  to  do  it  themselves  when 
they  held  other  jobs,  may  find,  with  some  honing,  that 
they  have  found  themselves  a  new  trade. 

There's  no  likely  way  to  avoid  some  of  the  unemploy- 
ment pain  that's  bound  to  accompany  our  shift  from 
manufacturing  and  manual  services  to  high  tech  (see 
Forbes'  cover  story,  "The  molting  of  America,"  Nov.  22, 
1 982).  Given  the  time  required  for  retraining,  plus  the  new 
millions  coming  to  the  job  market  annually,  unemploy- 
ment will  not  soon  be  greatly  less.  But  just  as  our  im- 
proved economy  is  going  to  improve  more  quickly  than 
anticipated,  so,  too,  the  great  shifts  will  be  accelerated,  the 
new  skills  acquired  and  very  different  areas  of  employ- 
ment will  emerge. 

In  dark  clouds  there's  the  rain  needed  to  make  things 
grow  again. 
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THE  VIETNAM  WAR 

impressive  in  its  starkness  as  the  stark  reality  of  death 
was  for  those  whose  names  it  holds. 

With  rare  exception,  facing  death's  not  easy.  A  war  for  a 
cause  that  unites  a  nation  in  a  fight  essential  for  its 
survival  and  principles  is  one  thing,  e.g.,  Pearl  Harbor  and 
Hitler;  the  Kaiser's  "rape  of  Belgium"  and  "unrestricted" 
submarine  sinkings  drowning  the  "innocent";  Mexico  and 
the  Alamo;  "Remember  the  Maine!";  Bunker  Hill  and 
Valley  Forge. 

But  to  fight  and  die  in  a  "police  action"  that  rent  the 


MEMORIAL  IS  AS 

home  front,  when  hundreds  of  one's  peers  were  applauded 
for  fleeing  the  country  rather  than  answering  their  call-up, 
that's  a  whole  other  matter.  Those  named  on  the  Vietnam 
monumental  Wall  had  it  the  hardest  of  any  who  ever  died 
in  U.S.  uniform. 

As  have  those  who  fought  and  survived  that  bitterest  of 
our  wars. 

It's  long  past  time  that  those  who  lived  through  it,  as 
well  as  those  who  died  in  it,  get  the  deep,  though  belated, 
thanks  of  their  countrymen  and  the  caring  they  merit. 


IMAGING  A  PRODUCT:  ONE  GOOFY,  ONE  GREAT 

Ever  since  tattoos  made  Marlboro  cigarettes 
move,  other  brands  have  gone  all  out  for  ma- 
cho imaging — Camels,  in  this  case,  too  far  out. 
Observes  a  reader:  "This  man  is  taking  on  the 
characteristics  of  the  dromedary.  Witness  the 
following:  low  intelligence — why  carry  the 
tire?  Wheels  and  tires  are  meant  for  rolling. 
Only  a  camel  would  carry  one. 

"What  happened  to  the  spare?  Is  that  it 
propped  against  the  Jeep?  Or  was  he  riding 
around  with  a  flat  spare?  Not  too  bright. 

"Self-contained  water  source — what,  no 
canteen?  You  just  gotta  know  this  character 
is  in  God's  country,  miles  from  nowhere.  No  hat, 
either.  Again,  shades  of  the  camel.  Let's  all  hope  our 
desert  friend  makes  it  to  the  nearest  one-pump  garage 
without  having  an  attack  of  emphysema  or  running  out 
of  matches." 


Camel.Where  a  man  belongs. 


I     This  coWond  flu  season... 


,3 


IQK6  nts  meoKine. 
with  100%  of  what 
s  reconnieno  fin 


HAM*  N|« 


Contrast  those  absurdities  with  the  setting  for  the 
Bayer  aspirin  message — simple,  totally  apropos.  The  re- 
lation of  problem  and  remedy  is  a  powerful  combination 
that  has  to  move  the  product  from  store  shelves  to 
medicine-cabinet  shelves. 


•  Eating  Raoul — This  Hollywood-hyped  spoof  of  L.A. 
sex  swingers  makes  murder  as  casual,  funny  and  absurd 
as  kinky  sex.  Raoul  of  the  title,  who  disposes  of  the 
bodies  to  a  pet-food  maker,  himself  ends  up  on  the 
plates  of  the  flexibly  square  couple  who  use  their 
murderous  gains  to  buy  the  restaurant  they've  always 
wanted.  In  this  film  crime  pays,  and  the  audience 
enjoys.  •  Gandhi — All  the  superlatives  you've  read 
about  this  epic  are  warranted.  This  film,  thanks  to  its 
director,  Richard  Attenborough,  and  its  star,  Ben  Kings- 
ley,  makes  the  story  of  the  spindly-legged  father  of 
today's  independent  India  as  gripping  and  spectacular  a 
drama  as,  say,  Lawrence  of  Arabia.  One  discerning  elder 
statesman  of  the  business,  though,  told  us  the  other 
day,  "Gandhi  won't  recoup  its  $22  million  cost.  Young 
people  never  heard  of  him,  and  it's  only  when  they  go 
to  see  a  movie  a  half-dozen  or  more  times  that  the  big 
budget  ones  can  get  their  costs  back."  •  My  Favorite 
Year — Until  seeing  this  very  funny,  frenetically  paced 


film  about  a  live  television-show  comedian,  i.e.,  Sid 
Caesar,  I'd  forgotten  what  a  good  TV  year  1954  was.  My 
wife  and  I  never  missed  the  Sid  Caesar-Imogene  Coca 
show — after  feeding,  bathing  and  bedding  down  our  then 
four  little  ones — and  the  fact  that  it  was  "live"  was 
hardly  of  note.  Most  everything  we  watched  then  was. 
My  Favorite  Year  is  that  rarity,  an  entertaining  movie. 

Sophie's  Choice — Supersize,  super  color,  super-acted 
Soap.  •  Tootsie — Dustin  Hoffman  as  a  frustrated  actor 
nails  the  role  of  a  woman  hospital  director  (unbe- 
knownst to  anyone  but  his  roommate).  The  film  doesn't 
drag,  nor  is  "drag"  per  se  the  gag.  It's  a  rollicking  film 
with  a  wit  that  makes  perceptive  points  as  it  rolls  you 
in  the  aisles.  The  Verdict — Most  critics  have  decid- 
ed it's  a  hit  and  Paul  Newman's  best.  He's  great — what 
else  is  new? — and  the  movie's  good.  There's  dullness, 
though,  to  all  that  running  up  and  down  staircases,  and 
our  inimitable  hero  has  had  at  least  a  half-dozen  more 
compelling  parts. 
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SOME  THINGS  ARE  WORTH  SAVING 

and  foremost  among  'em  are  San  Francisco's  cable  cars.  Thank 
goodness,  and  thanks  to  the  town's  Good  Ones,  they  are  going  to  be. 

SOME  THINGS  IT'S  INEXCUSABLE  TO  SAVE 


Foremost  among  'em,  numerous  obsolete,  unneeded, 
xpensive  military  bases.  The  country's  studded  with  such 
bat  had  functions  in  World  War  II  and  World  War  I  and 
ven  prior. 

But  every  time  an  effort's  made  to  close  them,  local 


businessmen,  area  sentimentalists,  and  Brass  as  mentally 
obsolescent  as  their  Posts  on  these  bases  all  howl  so  loudly 
that  politicos  ax  the  ax.  The  time  is  right — right  now— to 
add  these  to  the  cuts  that  must  be  made  in  the  fantastic 
military  outlays  now  proposed. 


TOOT!  TOOT!  GOES  OUR  HORN 


As  the  cliches  put  it,  patting  one's  own  back  or  blowing 
ne's  own  trumpet  is  considered  in  bad  taste. 

Mostly  by  those  who  can't. 

For  our  part,  we  love  this  taste  .  .  . 

Jim  Dunn,  our  publisher,  reports  that  Forbes  achieved 
:s  twelfth  consecutive  year  of  advertising  revenue  gains  in 
982.  "Forbes  finished  1982  with  a  larger  increase  in  ad 
rvenues — over  $10  million — than  its  total  revenues  were 
l  1970,  the  year  its  consecutive  string  of  gains  began." 

With  its  advertising  total  of  2,947  pages,  up  7%,  Forbes 


ranked  number  five  among  all  magazines  for  1982,  ahead 
of  such  as  Time  and  Newsweek,  which  have  twice  as  many 
issues.  This  is  the  highest  that  any  nonweekly  has  ever 
achieved  for  a  full  year  in  the  Publishers  Information 
Bureau  rankings.  What's  more,  Forbes  carried  the  greatest 
number  of  ad  pages  for  any  nonweekly  magazine  in  histo- 
ry, as  measured  by  PIB. 

As  for  what  this  year  and  the  next  and  the  next  and  so 
forth  will  bring,  who  knows?  But,  for  a  moment  anyway, 
forgive  us  for  savoring  last  year,  and  the  ones  before  that. 


SCIENTISTS  OFTTIMES  HAVE  THE  GREATEST  FAITH 

in  a  higher  power.  The  more  areas  they  dig  into,  the  more 
they  learn,  the  more  they  marvel  at  the  mystery  of  it  all. 


BEING  A  GENTLEMAN  OR  A  LADY 

is  much  more  a  matter  of  heart  than  manners. 


GIVING 

Give  what  you  want  and  you'll  get  what  you  give. 


BOOKS 


DOMING  INTO 
fHE  COUNTRY 


[OHN  McPHEE 


Coming   into    the    Country — by 

John  McPhee  (Farrar,  Straus  &  Gi- 
roux,  $10.95).  Everybody  else  in 
the  country  read  this  lyrically  alive 
account  of  today's  Alaska  and  Alas- 
kans five  years  ago  when  it  appeared 
first  in  The  New  Yorker  and  then  as 
a  book.  I  saved  it  for  a  leisure  time 
because  when  you  begin  something 
written  by  John  McPhee,  there's  no 
ay  you  can  suffer  interruption.  He's  a  national  resource  on 
par  with  the  wilderness  he  makes  as  meaningful  to  those 
ho  never  enter  it  as  to  those  who  do.  Here  you  learn  that 
laska  is  really  something,  not  merely  some  place. 

xcerpts:  Bill  Pyle  had  worked  for  a  time  in  Chicago,  and 
'hen  he  left  for  Alaska  someone  asked  him  why  he  was 
ling.  He  said,  "If  you  have  to  ask  that  question,  you 
'ouldn't  understand  the  answer."...  The  Arctic  sun 
lems  not  so  much  to  shine  as  to  strike.  .  .  .  The  salmon 
lake  long,  dolphinesque  flights  through  the  air — then  fall 
)  slap  the  water,  to  resume  formation  in  the  river,  noses 
orth,  into  the  current.  Looking  over  the  side  of  the  canoe 
like  staring  down  into  a  sky  full  of  zeppelins. 


The  Imperial  Rockefeller — by  Jo- 
seph E.  Persico  (Simon  &  Schus- 
ter, $16.50).  Nelson  Rockefel- 
ler's speechwriter  and  close  aide 
has  written  an  absorbing,  off- 
beat biography  that — understand- 
ably— is  longer  on  revealing  lat- 
ter-year anecdotes  than  on  the 
Governor's  life  before  being  on 
the  ballot.  The  man's  complexity, 
his  conflicting  emotions  and  moods  come  through  clearly. 

Excerpts:  Nelson  Rockefeller  was  a  man  incapable  of 
understatement.  Across  the  most  innocuous  memo  sent 
to  him,  he  would  scrawl,  "Great!"  The  staff  learned  to 
discount  this  verbal  inflation  and  adjust  it  to  the  real 
market  value  of  his  praises.  "You're  fantastic" — B-plus. 
"You're  the  greatest" — C.  "Thanks  loads" — start  consid- 
ering new  employment.  .  .  .  "When  he  entered  a  room,  he 
sucked  up  all  the  authority," recalled  George  Humphreys, 
who  ran  the  state's  Environmental  Facilities  Corpora- 
tion. .  .  .  The  people  Nelson  gathered  around  him  were 
forceful  figures  in  their  own  spheres,  but  something  went 
out  of  them  in  his  presence.  Never  in  eleven  years  did  I 
witness  a  staff  member  take  him  head  on. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Detroit  Robotomy 

If  I  battle  with  the  social  scientist 
today,  he'll  say,  "Look  at  those  jobs 
lost  in  Detroit,  and  you  want  to  put 
robots  in  there?"  I  say  he's  looking  at 
it  the  wrong  way.  We  didn't  take  the 
jobs  away  from  the  people  in  Detroit. 
The  Japanese  took  them  away,  along 
with  interest  rates,  maybe,  and  a  few 
things  like  that.  I'll  guarantee  you 
that  if  we  don't  have  robots  and  com- 
puter design  and  computerized  manu- 
facturing and  group  technology  and 
all  of  this  stuff,  we  won't  even  have  an 
automobile  industry.  It  won't  exist. 
We'll  be  in  the  service  business — ser- 
vicing Japanese  cars. 

— Joseph  Engelberger, 
robot  expert,  in  GEO 

Priceless  Presents 

I  posed  this  question:  "If  you  had  no 
money,  or  were  suddenly  without 
funds,  what  would  you  give  your 
friends  and  family  for  Christmas  or 
Hanukkah?" 

Fran  Lebowitz,  author  of  the  best- 
sellers Metropolitan  Life  and  Social 
Studies,  firmly  believes  that  "people 
with  no  money  make  very  bad  friends 
around  Christmastime.  All  presents 
that  mean  a  lot  to  me  are  expensive.  I 
would  much  rather  receive  a  Bentley 
than  a  jar  of  jam,"  she  says. 

"People  try  to  give  funny  gifts  when 
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they  have  no  money,  and  I  think  wit 
is  a  poor  substitute  for  lavishness. 
Gift-giving  is  no  place  for  imagina- 
tion. The  most  obvious,  expensive 
thing  is  always  the  best.  Money  in 
large  amounts  is  good.  A  houseboy  is 
nice.  A  good  servant  is  perfect." 

— Mary  Jo  Kaplan, 
Good  Housekeeping 

Boon  from  Aging  Babies 

By  1990,  the  Labor  Department  ex- 
pects the  number  of  new  workers  aged 
16  to  24  to  decline  by  about  2  million, 
to  22.6  million.  Accordingly,  teenage 
unemployment,  currently  affecting 
1.6  million  youths,  would  theoretical- 
ly disappear  by  1990  if  the  number  of 
jobs  for  teenagers  merely  held  steady 
throughout  the  decade.  In  the  mean- 
time, analysts  say,  the  slowed  growth 
of  the  labor  force  should  restore  in- 
centives to  invest  in  labor-saving 
equipment.  Along  with  the  invest- 
ment incentives  to  be  found  in  the 
new  tax  law,  particularly  liberalized 
depreciation  allowances,  this  change 
could  cause  productivity  to  increase 
at  a  2%  annual  rate  between  now  and 
1990.  Higher  productivity  should 
boost  real  wages  and  ease  pressures  on 
prices.  Many  economists  believe  the 
aging  of  the  baby-boom  children  will 
also  reinforce  conservative  policies. 
As  these  people  start  spending  heavily 
on  housing,  appliances  and  other  ex- 
pensive durable  goods,  they  are  likely 
to  lend  political  support  to  policies 
that  protect  family  income  rather 
than  to  policies  aimed  at  ameliorating 
unemployment. 

— Wall  Street  fournal  editorial 

Defense  for  Less 

Many  experts  agree  that  revised 
strategies  based  on  today's  striking 
advantages  in  military  technology 
v/ill  make  it  possible  to  improve  de- 
fense even  while  cutting  back  on  the 
growth  of  spending.  Cuts  should  in- 
clude such  steps  as  these: 

•  End  the  rivalry  within  the  Penta- 
gon that  produces  costly  duplications 
of  missions  and  weapons  systems. 
One  estimate  is  that  such  duplication 
costs  as  much  as  S20  billion  a  year. 
More  seriously,  this  waste  restricts 
full  development  of  cost-saving  weap- 
ons technology. 

•  Reconsider  military*  strategy  and 


the  weapons  required  to  support  it 
The  land-air-water  strategic  Triad  fo 
North  American  defense,  for  exam 
pie,  may  have  to  be  cut  back  to  air 
craft  and  submarines. 

•  Utilize  fully  missiles  and  othe 
"smart"  weapons.  This  would  meaj 
that  far  fewer  expensive  platforms- 
pnncipally  aircraft  and  ships — wouli 
be  required. 

•  Scrap  some  weapons  system 
immediately.  The  time  to  drop  exist 
ing  weapons  is  before  they  ente 
production.  The  Rube  Goldber 
schemes  for  basing  the  MX  missil 
have  made  it  a  political  liability.  I 
should  be  canceled  for  a  saving  c 
$35  billion  in  this  decade,  plus  $21 
billion  more  for  an  antiballistic  mis 
sile  defense  to  protect  it  from  attack 
Dropping  the  FT  8  would  save  $41 
billion  through  the  1980s.  And  no 
building  two  Nimitz-class  aircraf 
carriers  that  the  Navy  wants  woul 
save  $10  billion. 

— Business  Week  editoria 


The  mask,  given  time 
comes  to  be  the  face  itself. 

— Emperor  Hadrian,  fror 
Memoirs  of  Hadrian 
by  Marguerite  Yourcena 


Quintessential  Critic 

There  is  no  satisfactory  way  t 
explain  why  E.T.  should  be  such 
phenomenal  hit.  It's  a  nice  movi( 
However,  if  niceness  were  a  surefir 
guarantee  of  success,  Gerald  For 
would  still  be  in  the  White  Hous 
and  Schrafft's  would  still  be  sellin 
cucumber  sandwiches  and  martini 
to  ladies  who  drink  at  lunc 
counters.  If  it  means  that  Americ 
has  developed  an  insatiable  appetit 
for  niceness,  a  kind  of  informed  gen 
tility,  then  Rocky  III  would  neve 
have  turned  into  the  hit  it  is.  Rock 
III  really  isn't  interesting  enough  t 
be  "not  nice."  It's  just  a  vapid,  mus 
cular  zero. 

— Vincent  Canb) 
New  York  Time 

Irish  Speed  Bumps 

Ireland  set  out  to  crack  down  o: 
alcohol-related  traffic  accidents,  i 
spokesman  for  the  Automobile  Assc 
ciation  in  Dublin  said  it's  time  t 
stop  blaming  accidents  on  motorists 
"In  many  cases  the  pedestrian  is  t 
blame.  Often,  he  is  lying  prone  fj 
the  roadway." 

— Esquir 
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)  °       Conventional  credit  cards  can  turn  a 
regular  business  trip  into  a  flight  of  fancy.  But 
not  The  Air  Travel  Card.  It's  good  for  one  thing: 
air  travel  and  related  expenses.  So  if  business 
and  pleasure  should  mix,  this  card  will  keep 
the  record  straight. 

That's  control. 

But  there's  more.  At  the  end  of  each 
billing  period,  your  company  will  receive  one 
statement  for  all  air  travel  expenses.  Regardless 
of  the  number  of  cards  you  issue  in  the  company. 

'  Yes,  I  am  interested  in  knowing  about  today's  Air  Travel  Card.  Send  me  more  information. 

Name/Title   

Company  £  


Printouts  may  even  be  customized  to  meet 
specific  auditing  formats.  Best  of  all,  there's  no 
monthly  charge. 

That's  control. 

So  join  the  over  100,000  businesses 
who  fly  on  more  than  200  airlines  with  The  Air 
Travel  Card.  Send  in  this  coupon  and  we'll 
send  you  a  complete  brochure  outlining  all  the 
advantages. 

Get  control. 

Get  The  Air  Travel  Card. 


o 


Business  Address 


Phone . 


City/State/Zip  Code   

Mail  to:  The  Air  Travel  Card,  Suite  300,  8401  Wayzata  Blvd.,  Minneapolis,  MN  55426. 


OWN  THE  SKY. 
USE  THE  AIR  TRAVEL  CARD. 


Excellence  is  achieved  only  through  consistency  and  innovation, 
And  teamwork. 


When  skilled  people  work  together  as 
one,  inspired  by  a  common  purpose,  the 
result  is  superior  performance.  Day  in 
and  day  out. 

A  major  construction  and  engineering 
firm  recently  worked  with  Bankers  Trust 
to  evaluate  the  advantages  of  refinancing 
part  of  its  revolving  bank  credit  in  a 
special  way.  What  they  needed  was  a 
creative  finance  package  that  gave  them 
the  flexibility  to  access  a  range  of  money 
markets  at  the  most  advantageous  inter- 
est rates  possible. 

Working  closely  with  our  Corporate 


Financial  Services  professionals  and  our 
World  Corporate  bankers,  Bankers 
Trust's  Resources  Management  specialists 
structured  and  placed  an  issue  of  privately 
placed  promissory  notes.  Subsequently, 
the  company  appointed  Bankers  Trust  as 
co-agent  in  its  traditional  commer- 
cial paper  program.  The  two  financings, 
which  totalled  hundreds  of  millions 
of  dollars,  met  the  needs  of  a  customer 
with  unusually  high  standards. 

It  is  this  kind  of  superior  performance 
into  which  our  philosophy  translates. 
The  kind  of  performance  that  makes 


Bankers  Trust  stand  out  in  our  industry 
And  the  kind  of  performance  that  helps 
make  our  clients  first  in  theirs. 


Bankers  Trust 
Company 

Worldwide 
An  international  banking  network  in 

35  countries. 
280  Park  Avenue,  New  York,  N.Y.  10017 

Member  FDIC  ©  Bankers  Trust  Company 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


VOLCKER'S  FUTURE 


Should  Paul  Volcker  be  replaced  as  Federal 
Reserve  chairman  when  his  term  expires  this 
August? 

If  so,  by  whom? 

These  questions  will  receive  considerable 
attention  in  the  months  ahead.  The  past  four 
years  demonstrate  just  how  important  this 
post  now  is. 

There  are  powerful  reasons  for  sticking  with  the  incum- 
bent chairman. 

Volcker  is  in  a  position  analogous  to  that  of  Richard 
Nixon  when  he  opened  the  door  to  China  after  having 
made  a  career  of  anticommunism.  The  chairman's  anti- 
inflation  credentials  are  impeccable.  In  the  name  of  fight- 
ing inflation,  Volcker  stolidly  stuck  to  his  guns  as  the 
economy  sank  into  its  worst  contraction  in  a  half-century. 
He  now  has  the  capital  and  credibility  to  ease  significantly 
without  sounding  all  the  alarm  bells. 

Just  as  important  at  a  time  when  the  world  economy  is 
so  shaky,  Chairman  Volcker  instinctively  knows  the  im- 
portance of  the  international  trade  and  financial  markets. 
Most  of  his  suggested  successors  are  the  economic  version 
of  isolationists. 

BETTING  ON 

Mexico  was  the  economic  disaster  story  of  1982.  Yet  its 
extraordinary,  rapid  fall  from  grace  may  give  patient  spec- 
ulators (there's  a  contradiction!)  a  unique  opportunity. 

From  the  ashes  an  economic  phoenix  could  arise.  The 
new  president  seems  willing  to  take  the  steps  necessary  to 
restore  the  economy.  The  Mexican  industrial  work  force 
remains  capable  and  hardworking.  The  private  sector, 
though  battered  now,  has  shown  itself  in  the  past  to  be 
talented  and  productive. 

There  are  two  ways  for  the  average  investor  to  speculate 
on  a  Mexican  comeback.  One  is  through  the  Mexico  Fund, 
a  closed-end  mutual  fund  that  allows  Americans  to  own 
I  nonvoting  shares  in  a  variety  of  Mexican  companies.  It 
was  originally  offered  to  Americans  (it  trades  on  the  New 
York  Stock  Exchange)  at  $12  in  mid-1981,  and  today  sells 


Volcker's  shortcomings  are  serious.  A  man 
of  bureaucratic  caution,  he  prefers  to  move  by 
inches.  He  is  not  going  to  take  any  bold  initia- 
tives on  his  own.  He  will  continue  trying  to 
accommodate  the  wishes  of  the  Administra- 
tion even  if  he  recognizes  their  shortcomings. 

For  example,  he  understood,  better  than  his 
critics,  the  drawbacks  of  the  Fed's  monetarist 
approach  (which  the  Administration  strongly  advocated), 
but  he  was  too  timid  to  change  course  until  we  were  on  the 
edge  of  a  financial  collapse.  He  knows  well  the  importance 
of  reestablishing  a  sensible  international  monetary  sys- 
tem, such  as  we  had  in  the  1950s  and  1960s.  But  he  won't 
say  so  publicly  until  other  reputable,  powerful  figures  have 
already  come  out  in  favor  of  such  changes. 

We  will  have  to  look  to  others,  such  as  George  Shultz,  for 
the  kinds  of  initiatives  we  so  badly  need.  But  at  least  Volcker 
won't  stand  in  the  way  if  such  reforms  are  proposed,  and  will, 
in  fact,  be  an  effective  implementer  of  them. 

The  odds  of  strong,  independent  individuals,  such  as 
Lewis  Lehrman  or  Walter  Wriston,  getting  the  nod  for  such  a 
powerful  post  from  this  Administration  are  nil. 
Paul  Volcker  is  the  best  we  can  hope  for. 

THE  BOLSA 

for  around  $3.  For  what  it's  worth,  the  fund's  portfolio  has 
greatly  outperformed  Mexico's  stock  market,  the  Bolsa. 

Americans  may  also  buy  so-called  American  Depositary 
Receipts  (in  effect,  nonvoting  shares)  in  the  country's 
national  telephone  company,  Telefonos  de  Mexico,  which 
is  51%  owned  by  the  government.  This  stock  trades  on  the 
over-the-counter  market  at  around  50  cents  to  60  cents. 

The  risks  are  real.  But  this  writer,  for  one,  who  bought  a 
few  shares  in  Telefonos  de  Mexico  a  couple  of  months  ago, 
thinks  that  a  bet  on  Mexico  is  well  worth  taking,  that 
Mexico's  assets — primarily  its  energetic  people  and,  sec- 
ondarily, its  oil — should  eventually  win  out. 

If  worse  comes  to  worst,  you'll  be  able  to  raise  eyebrows 
at  cocktail  parties  by  saying  you  have  a  tax  shelter  (if  this 
stock  loses  money)  with  the  Mexican  telephone  company. 
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LONGER  BETWEEN 
FILL-UPS. 
LONGER  BETWEEN  CARS 


A  Volvo  Diesel  can  travel 
over  590  miles  on  one  tank  of 
fuel?  That's  great  mileage,  but 
certainly  not  unusual  for  a  die- 
sel.  All  diesels  are  known  for 
going  long  distances  between 
fill-ups. 

What's  remarkable  about 
the  Volvo  Diesel  is  that  you 
can  travel  longer,  longer. 


Because  Volvos  are  known 
for  lasting  a  long  time. 

Which  is  very  convenient. 
Since  once  you  get  used  to 
the  comfort  of  a  Volvo,  you 
won't  want  to  stop  driving  it. 
On  the  GL  for  instance,  stan- 
dard equipment  includes  air 
conditioning,  a  sunroof 
and  even  an  orthopedically 


designed  driver's  seat  that 
relieves  pressure  on  spinal 
discs  and  helps  reduce 
driving  fatigue. 

So  if  you're  in  the  market  for 
a  diesel  automobile,  don't  set- 
tle for  one  that  measures  driv- 
ing range  in  miles  alone.  Get  a 
Volvo.  And  measure  your  driv- 
ing range  in  years. 

THE  VOLVO  DIESEL 

PJPB]  EPA  ]Q  EST.  'Basedon  EPAhighway  estimate  for  a  15.8  gallon  fuel  lank.  The  Volm  4-door  Diesel  sedan  and  wagon  mlh  manual 
IMS  EST.  JO  HWY.  transmission  and  overdrive.  Use  these  numbers  for  comparison.  Actual  mpg  may  differ  depending  on  speed.  tnp\ 
length  and  weather.  Actual  highway  mpg  will  probably  be  lower  than  EPA  highway  estimate.  QI9H2  Volvo  of America  Corporation. 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


If  the  economists 
are  correct, 
then  the  stock  market 
must  be  dead  wrong 


A  balanced  budget 
is  as  likely  as  a 
quarter-trillion-dollar 
deficit 


Rising  gold  prices: 
A  lot  of  smart 

money  thinks  the 
deflationary 
period  is  over 


THE  STRATEGY  OF  GLOOM 

What's  Ahead  doesn't  subscribe  to  the  gloomier  forecasts.  Nei- 
ther does  the  stock  market,  which  absorbs  each  new  piece  of  bad  news 
and  then  plows  ahead  again.  We  will  bet  on  the  stock  market  this  time 
rather  than  on  the  econometricians.  If  the  current  slump  qualifies  as  a 
depression,  the  dictionary  will  have  to  redefine  the  term.  In  spite  of 
severe  slumps  in  steel,  autos  and  construction  and  rising  unemploy- 
ment, gross  national  product  has  held  steady  since  1979.  We  have  been 
in  an  ordinary  cyclical  recession  exacerbated  by  major  structural 
changes  in  the  economy  (meaning  accelerated  replacement  of  heavy 
industry  by  the  so-called  knowledge  industry). 

Meanwhile,  the  economy  has  already  bumped  bottom  and  started 
turning  up.  The  substantial  (29%)  improvement  in  auto  sales  has 
lasted  seven  consecutive  ten-day  selling  periods.  Heavy  appliance  sales 
rose  1 1%  in  November  and  December.  Housing  is  clearly  on  the  mend. 
As  the  economy  continues  to  improve,  so  will  federal  revenues. 

Predictions  of  cavernous  deficits  will  vanish  like  smoke.  We 
were  impressed  by  a  recent  paper  written  by  one  of  the  brightest  young 
economists  in  the  U.S.,  Alan  Reynolds  of  Polyconomics,  Inc.  He 
ridicules  talk  of  quarter-trillion-dollar  deficits  that  stem,  he  says,  from 
"faulty  estimating  procedures"  by  the  government.  Reynolds: 
".  .  .  raising  real  growth  by  a  half  percentage  point  above  an  average 
recovery  could  conceivably  balance  the  budget  by  1985."  Reynolds' 
hypothesis  is  as  likely  as  the  higher  deficit  estimates.  Except  in  1982, 
he  points  out,  Office  of  Management  &  Budget  forecasts  have  been 
consistently  inaccurate. 

Why  are  the  official  forecasts  usually  so  wide  of  the  mark?  Partly 
because  they  fail  to  take  into  account  the  leverage  inherent  in  fiscal 
policy.  A  recovery  gets  under  way,  government  revenues  rise  rapidly, 
leveraged  by  the  nature  of  the  tax  system,  while  social  spending,  which 
is  where  the  budget  hemorrhages,  tends  to  fall.  Nor  do  they  sufficiently 
weigh  what  inflation  does  to  government  spending  and  to  the  econo- 
my. Having  been  wrong  so  often,  the  economists  tend  to  err  on  the  side 
of  caution.  We  agree  with  Reynolds  and  disagree  with  the  economic 
consensus:  As  the  economy  improves  and  inflation  remains  low,  the 
deficit  will  narrow. 

Is  there  a  measure  of  political  strategy  involved  in  the  scary  deficit 
estimates?  We  suspect  there  is.  The  Administration  knows  it  can't  get 
Congress  to  act  on  cutting  the  budget  unless  it  creates  an  air  of 
emergency.  Certainly  there  is  such  a  feeling  of  urgency,  and  the 
Pentagon  will  have  to  share  the  resultant  trimming. 

What  about  the  fears  of  peturning  inflation?  Gold  has  been 
strong,  suggesting  that  a  lot  of  people  think  the  politicians  will  over- 
reflate,  preferring  the  pains  of  inflation  to  the  pains  of  deflation.  Long 
run,  this  remains  a  problem.  But  not  for  the  next  few  years.  Deflation- 
ary forces  continue  strong  throughout  the  world,  and  it  will  be  long 
before  an  inflationary  psychology  can  become  dominant  again. 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 
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First  crocus?  The  Forbes  Index  has  posted  a  slight  gain, 
following  two  declines.  Three  factors  contributed  to  the 
turnaround.  Unemployment  claims  dropped  8.7%  in  No- 
vember against  a  0.6%  increase  during  the  previous  re- 
porting period.  Manufacturers'  new  orders  rose  1.4%  in 
November,  compared  with  a  5%  skid  a  month  earlier.  The 
third  factor  was  manufacturers'  inventories.  A  1.3%  de- 


cline, following  a  0.5%  dip  in  October,  pushed  inventories 
down  to  their  lowest  level  in  1982. 

The  three  factors  may  be  signaling  that  an  economic 
recovery  is  in  the  offing.  On  the  other  hand,  the  Forbes 
Index  has  yet  to  prove  that  the  sawtooth  pattern  that 
characterized  its  movement  throughout  most  of  last  year 
will  not  continue  in  1983. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding. 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right. 


Industrial  production  index  1 1967=  tool 
Seasonally  adjusted  (Federal  Reserve) 
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Total  index 

1    1    1    1    1    1  1 

MINI 

150 


Consumer  price  indexes  ( 1967=  100) 

all  urban  consumers,  unadjusted  (Dept.  of  Labor) 
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Manufacturers  new  orders  and  inventories 

(Sbillions)  seasonally  |Dept.  of  Commerce) 

89 

83 
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Retail  store  sales  (Sbillions) 

seasonally  adiusted  (Dept.  of  Commerce) 
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Personal  income  ISbilhons!  wage  and  salary  dis- 
bursements, seasonally  adjusted  |Dcpt.  of  Commerce) 
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Consumer  installment  credit  (Sbillions) 
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E.E  Hutton  Introduces  the  Emerging  Growth  Series 


an  Apple  out  of 
the  barrel. 


w9 


Or  a  Polaroid 
oefore  it's  developed 
Or  a  Xerox  before  it's  copied. 

One  answer  to  picking  tomor- 
row's big  winners  is  our  Emerging 
Growth  Series  Fund— latest  in 
Hutton's  Investment  Series  (HIS). 

The  Series  will  consist  of  securi- 
ties selected  for  their  outstanding 
long-term  growth  potential.  It  is 
designed  for  investors  seeking  capital 
appreciation  by  investing  in  smaller 
:ompanies  that  have  demonstrated 
promise  in  their  pursuit  of  above- 
average  growth. 

The  portfolio  will  be  made  up  of 
companies  that  have  passed  their 
critical  formative  years,  but  have  not 
yet  reached  their  full  potential  based 
on  their  competitive  characteristics. 

The  stock  of  emerging  compa- 
nies may  be  volatile,  tending  to  price 
fluctuations  on  a  broader  range  than 
the  market  prices  for  larger,  more 
established  corporations.  The  compa- 
nies selected  for  this  fund  must  have 
a  viable  product,  capable  manage- 


ment, and  show  above-average 
growth  of  earnings,  return  on  equity, 
and  ability  to  finance  expansion. 

The  Emerging  Growth  Series  is 
managed  by  Hutton  Asset  Manage- 
ment, investment  advisor  for  the 
other  funds  in  the  Hutton  Investment 
Series— Bond  and  Income,  Growth, 
and  Short  Term.  These  professionals 
have  a  proven  record  of  building 
portfolios  that  perform  well  in  every 
kind  of  market.  In  addition,  you  will 
have  your  own  personal  E.F.  Hutton 
Account  Executive  who  can  show  the 
best  ways  to  achieve  your  long-term 
investment  goals. 

Yes,  this  Fund  can  be  volatile. 
But  your  investment  is  spread  out 
over  many  companies  providing  you 
some  protection.  So  it  should  be 
seriously  considered  by  all  investors 
looking  for  long-term  appreciation. 

For  Prospectus  and  complete 


information  regarding 
charges  and  expenses  mail  the 
coupon  or  call  toll-free,  day  or 
night,  7  days  a  week,  800-453-9000 

(In  Utah,  call  800-662-2500). 
Read  the  Prospectus  carefully  before 
you  invest  or  send  money. 


□  Please  send  me  more 
information  including  com- 
plete Prospectus  on  Hutton's 
Emerging  Growth  Series. 

□  Please  arrange  for  a 
face-to-face  meeting  with 
an  E.F.  Hutton  Account 
Executive. 


MFBS01313DY39 


Name 


Address 


City 


Zip 


Business  Phone 


Home  Phone 


My  E.F  Hutton  Account  Number  is: 


□  I  do  not  have  an 
E  R  Hutton  Account 


dPHutton 

E.F.  Hutton  &  Company  Inc. 
E.  F.  Hutton  Information  Center 
P.O.  Box  10318 
Des  Moines.  Iowa  50306 

Member  SlfC 

When  E.  F.  Hutton  talks,  people  listen. 


Eastern's  new  service  to  Latin  America* 
From  the  very  beginning, 
there's  no  end  to  it. 


El  Inter  Americano  represents  a  new  level  of  elegance  on 
Eastern  flights  between  North  America  and  Central  and  South 
America.  And  the  experience  begins  even  before  you  board  the 
plane.  Special  ticket  counter  positions  make  checking  in  easier  and 
quicker,  while  special  luggage  tags  make  sure  your  baggage  travels 
with  style. 

In  First  Class,  you'll  enjoy  the  finest  champagne  before  takeoff 
and  during  the  flight.  Once  airborne,  savor  premium  vodka  (or  your 
choice  of  other  fine  liquors)  and  Russian  caviar.  Then  hors  d'oeuvres 
such  as  fresh,  chilled  lobster  medallions.  Followed  by  any  one  of 
three  entrees,  including  tender  chateaubriand.  Your  choice 
of  four  European  wines  complements  the  meal.  The  piece  de  resistance  is  a 
variety  of  luscious  desserts,  fresh  fruit,  cheese  and  an  extensive  selection  of 
fine  liqueurs. 

In  Coach,  local  dishes  will  be  featured,  as  well  as  classical  cuisine  such  as 
filet  mignon  in  bordelaise  sauce  or  capon  madras.  Complimentary  splits  of  French 
wines,  red  or  white,  are  also  served.  Dessert  includes  Linzer  T)rte  or  Montana  de 
Santos,  plus  fresh  fruit. 

In  First  Class  and  Coach,  passengers  enjoy  hot  towels,  and  stereo 
music  and  movies  in  both  Spanish  and  English. 

What's  more,  Eastern  makes  it  easy  to  take  advantage 
of  this  elegant  new  level  of  service.  Because  we  offer 

more  flights  to  all  the  Americas  than  any  other  airline. 
El  Inter  Americano  service — the  latest 
example  of  the  kind  of  dedication  to 
passenger  comfort  that,  for  the  past  four 
years  in  a  row,  has  made  Eastern 
America's  favorite  way  to  fly. 


1983  Eastern  Air  Lines,  Inc. 


America's  favorite  way  to  fly 
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Stocks  go  up — or  down — 20  points  in  an 
hour.  The  bond  market  takes  month-size 
leaps  in  a  single  day.  Whafs  going  on  here? 


Loose 
cannonballs 


By  Priscilla  S.  Meyer 


T|hings  are  relatively  quiet  on 
the  Goldman,  Sachs  block  trad- 
ing desk  with  an  hour  to  go  be- 
fore the  4  o'clock  close.  Only  3  of  the 
60  phone  lights  flash.  "I  think  I'm 
going  to  sleep,"  one  trader  sighs.  Then 
it  starts.  The  DJIA,  edging 
up  slowly  all  day,  is  up  4 
points  in  ten  minutes. 
The  PA  booms.  Fourteen 
of  the  phone  lights  flash 
with  orders  from  custom- 
ers. Does  the  room  ex- 
plode in  excitement?  No. 
A  quip  or  two  and  every- 
body goes  about  his  busi- 
ness. These  days  the  block 
traders  see  10-point  rallies 
turning  on  a  dime  as  a 
matter  of  routine. 

Once  a  5-point  move  in 
the  DJIA  was  considered  a 
hefty  one-day  move;  so 
was  a  quarter  of  a  percent- 
age point  in  government 
bonds.  These  days  the 
once-staid  old  Dow  can 
rise  or  fall  25  or  30  points 
in  a  day.  The  bonds  will 
jump  2  points. 

It's  not  just  the  big  vol- 
ume that  has  come  into 
the  market  since  the  great 
rally  began  last  August. 
That's  only  part  of  the  sto- 
ry. The  real  story  goes  be- 
yond that,  and  involves 


the  information  revolution  and  the 
increasing  concentration  of  Wall 
Street  into  a  few  giant  firms. 

"It's  large  institutions  with  sub- 
stantial money  and  uniform  mental- 
ity [among  their  traders]  that  get  the 
same  information  with  minimal  time 
lag,"    explains    Leon  Cooperman, 


A  pop  in  an  ordinary  day 


Tuesday,  Jan.  4,  was  a  normal  day  on  Wall  Street — 
volatile.  As  measured  by  the  Dow  Jones  industrial 
average,  the  market  was  up  nearly  2%  for  the  day.  A 
closer  look  at  the  S&P's  500,  moreover,  showed  that 
most  of  the  action  occurred  in  the  last  26  minutes. 
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chairman  of  the  investment  policy 
committee  at  Goldman,  Sachs.  It  was 
not  so  long  ago  when  many  of  the  big 
institutions  that  account  for  more 
than  half  of  NYSE  stock-trading  did 
much  of  their  buying  and  selling  in 
leisurely  fashion. 

No  more.  First  the  pension  manag- 
ers at  the  big  banks,  then  other  major 
managers,  began  getting  closer  to  the 
rhythms  of  the  market.  They  hired 
younger  traders  who  were  geared  to 
trading  rather  than  investing,  paying 
them  huge  salaries  and  giving  them 
their  head  in  day-to-day  trading.  A  lot 
of  the  money  came  from  pension 
funds,  where  there  are  no  tax  draw- 
backs to  in-and-out  trading.  By  last 
September  $175  billion  of  new  pen- 
sion money  had  come  into  the  mar- 
kets in  two  years,  raising  the  total  to 
$862  billion. 

So  the  investment  game  today  is 
dominated  by  a  very  different  sort  of 
buy-side  money  manager  than  of  yore. 
He  has  autonomy.  He  has  big  money 
to  play  with.  He  has  few  or  no  tax 
consequences  from  in-and-out  trad- 
ing. He  is  armed  with  a  computer  at 
one  hand  and  a  telephone 
in  the  other.  And  he  is  un- 
der heavy  pressure  to  per- 
form this  quarter. 

"It's  causing  time  com- 
pression, instant  dis- 
counting of  future  events, 
that  sort  of  thing,"  says 
Mark  Harriman,  senior 
portfolio  manager  for 
Schroder  Capital  Manage- 
ment Inc.,  which  is  a 
manager  of  small  special- 
situation  funds. 

The  result:  Oftentimes, 
many  traders  at  each  of 
several  institutions  react 
to  the  same  news  at  the 
same  time  and  send  big 
orders  down  to  the  trading 
floor  within  seconds  of 
each  other. 

That  would  have  led  to 
buying  and  selling  panics 
in  an  older  market,  be- 
cause the  specialists 
couldn't  handle  buying 
and  selling  on  today's 
scale.  Enter  the  block 
traders.  The  "  'upstairs' 
firms  have  begun  to  make 
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the  markets  with  their  block  activi- 
ties," not  specialists  on  the  floor  any 
more,  in  the  view  of  Donald  E.  Nick- 
elson,  president  of  Paine  Webber. 
Block  trades — 10,000  shares  or 
more — now  account  for  40%  of  ex- 
change volume,  up  from  25%  in  1979. 

Hence,  the  volatility.  While  the 
block  traders  can  move  million-share 
lots  without  destroying  the  market, 
they  cannot  do  so  without  fairly  large 
price  gaps. 

Then  further  aggravating  their 
problem,  a  number  of  big-risk  arbi- 
tragers have  begun  to  "play"  the  mar- 
ket turns  the  way  they  play  takeovers, 
jumping  in  or  out  of  laundry  lists  of 
stocks  when  they  sense  the  beginning 
of  a  move.  Then  there  are  the  institu- 
tions managing  the  new  index  funds 


By  Richard  Phalon 

If  the  stock  market  is  to  contin- 
ue rising,  it  may  need  to  breast  a 
tide  of  common  stock  offerings 
from  big  corporations  anxious  to  im- 
prove their  balance  sheets.  After  a 
slow  start  in  the  first  half,  corpora- 
tions began  a  late-in-the-year  rush  to 
the  equity  market  and  ended  1982 
with  an  alltime  record  of  $15.9  billion 
in  new  equity  offerings.  James  Stew- 
art, Morgan  Stanley's  managing  direc- 
tor in  charge  of  syndication,  thinks 
the  trend  is  picking  up  steam  in  1983. 
Says  he:  "We've  got  scads  more  in 
registration  with  the  SEC." 

While  $15.9  billion  in  stock  doesn't 
sound  like  much  in  terms  of  the  New 
York  Stock  Exchange's  annual  vol- 
ume of  $488  billion,  it  is  more  signifi- 
cant than  that  comparison  would  sug- 
gest. This  is  because  it  represents  a 
major  new  commitment  on  the  part  of 
companies  that  until  fairly  recently 
were  able  to  rely  almost  exclusively 


of  S&P's  500  stocks.  When  the  premi- 
ums the  futures  normally  carry  get 
narrow  enough  or  disappear,  some 
traders  sell  the  S&P's  inventory  they 
have  packaged  for  the  purpose,  buy 
futures  as  a  hedge  and  lend  out  the 
money  as  overnight  funds  to  clip  a 
profit.  Soon  the  premium  reappears 
and,  bang,  they  reverse  the  process,  all 
of  them  acting  at  the  same  time.  Re- 
sult: sudden  ripples  affecting  the 
whole  market. 

Even  the  retail  brokers  are  starting 
to  get  into  the  instant-information 
act.  Or  trying  to.  Now  several  of  them 
have  hookups  that  allow  headquarters 
to  pick  up  a  phone  and  fill  the  PA 
system  in  every  retail  office  simulta- 
neously with  the  latest  urgent  tip.  It's 
all  bringing  an  aura  of  show  business 


on  internal  cash  flow  and  debt  to  cov- 
er their  financial  needs. 

What  distinguishes  the  current 
rush  to  sell  equity  is  the  number  of 
big,  established  companies  taking  the 
plunge. 

Count  Fred  Meyer,  chief  financial 
officer  of  CBS,  among  the  elated  bulls 
who  have  been  cashing  in  on  a 
runaway  stock  market.  "It  had  been  a 
long,  dry  period  on  Wall  Street,"  he 
says.  With  CBS  trading  over  60,  and 
hitting  a  ten-year  high  of  67  in  De- 
cember, Meyer  recently  brought  to 
market  1.65  million  shares  of  the  na- 
tion's number  two  broadcaster,  rais- 
ing $93  million. 

It  was  the  first  time  in  45  years  that 
CBS  had  floated  a  common  stock  is- 
sue. Fred  Meyer  had  plenty  of  com- 
pany. RCA  opened  the  subscription 
books  on  an  equity  deal  for  the  first 
time  since  it  was  founded  in  1919, 
while  Comsat  put  common  on  the 
block  for  the  first  time  in  18  years. 
Whirlpool  and  Alcoa  both  came  to 


to  the  brokerage  business. 

But  if  the  message  is  something 
that  matters  to  the  retail  brokerage) 
gunslingers,  they're  already  too  late.l 
The  wired-up  big-block  market  wilL 
be  acting  on  the  news  even  as  the 
customers'  brokers  are  writing  out 
their  tickets. 

What  does  it  all  mean?  For  big  insti- 
tutions the  volatility  may  be  a  small 
price  to  pay  for  a  degree  of  market! 
liquidity  such  as  never  existed  before 
and  would  be  inconceivable  anywhere! 
else.  But  maybe  the  biggest  gainer  isj 
the  true  contrarian.  The  more  the  big] 
boys  all  stampede  in  the  same  direc-' 
tion,  the  more  opportunities  therel 
will  be  for  the  smart  individual  who! 
can  take  a  somewhat  longer  view  and| 
knows  how  to  think  for  himself.  ■ 


market  for  the  first  time  in  a  decade. 
Much  of  the  heavy  market  action  hasi 
focused  on  big  names  and  pushed! 
their  prices  to  levels  at  which  it  wasj 
once  again  possible  to  harvest  good| 
returns  from  the  sale  of  stock. 

Most  of  the  proceeds  have  been  ear- 
marked to  pay  off  an  accumulation  of ( 
short-term  debt.  (Comsat  is  some- 
what atypical  in  that  such  a  big  por-j 
tion  of  its  new  equity  will  actually  bel 
funneled  into  capital  spending.)  For 
several  years  now,  the  combined! 
squeeze  of  high  long-term  interest 
rates  and  low  stock  prices  has  forced 
money  men  like  Fred  Meyer  to  rely 
heavily  on  short-term  financing.  All| 
of  the  $93  million  CBS  raised  willl 
now  go  to  pay  down  debt.  The  goal, 
says  Meyer,  was  "to  put  a  little  more 
muscle  in  our  balance  sheet." 

RCA  is  shooting  for  the  same  objec- 
tive. All  of  the  $136  million  it  raised, 
according  to  Chief  Financial  Officer! 
Richard  Miller,  is  going  to  pay  down 
both  short-  and  long-term  debt.  Millerj 
hopes  the  company  will  regain  the! 
single  A  bond  rating  it  lost  a  year  ago. 

Industry  generally  has  a  lot  of  lost 
ground  to  recover.  Corporate  liquidity 
is  at  the  lowest  level  since  World  War 
II.  Standard  &  Poor's,  for  example, 
downgraded  last  year  more  than  twice 
the  number  of  companies  on  which  it 
raised  credit  ratings. 

Morgan  Stanley's  Stewart  notes 
that  some  of  the  equity  steps  have 
been  "indirect" — swaps  of  stock  for 
debt  that  artificially  inflate  earnings,- 
the  funding  of  pension  liabilities  with 
stock  instead  of  cash  (Forbes,  Nov.  22, 
1982).  Stewart  thinks  the  equity-debt 
swaps  have  run  the  course,  largely 
because  a  precipitous  drop  in  interest 
rates  has  taken  much  profit  out  of  the 
ploy.  Stewart,  however — like  most 
Wall  Streeters — thinks  regular  equity 
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Some  household  names  have  rediscovered 
common  stock  financing.  Management 
sleeps  better.  But  do  stockholders? 


Cashing  in 


■ 


Bolstering  the  balance  sheet 


Company  financial  officers  took  advantage  of  rising  stock  prices  and 
declining  interest  rates  last  year  to  sell  new  equity  and  swap  short-term 
debt  for  long.  The  record-breaking  volume  in  new  issues  continues. 
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Standard  &>  Poor's,  Securities  Industry  Association,  Investment  Dealers'  Digest 


Why  is  Macy's  doing  well  in  a  severe  reces- 
sion? Because  it  understands  how  content 
and  form  interact  in  the  retailing  business. 

The 

"per-square-foot" 
approach 


'82 


offerings  will  continue  to  rise  as  long 
as  the  market  does. 

All  this  may  help  management 
sleep  better  but  may  be  bad  news  for 
stockholders.  Many  of  the^equity  of- 
ferings— on  what  Stewart  calls  a  "net, 
net  basis" — have  resulted  in  a  dilu- 
tion of  earnings.  The  dilution  lies  in 
the  IRS  code.  Interest  payments  are 
tax  deductible,  while  dividends  come 
out  of  aftertax  earnings. 

CBS,  for  example,  at  an  assumed 
rate  of  10%,  was  laying  out  $9.3  mil- 
lion a  year  in  interest  payments  on 
the  short-term  debt  it  has  retired. 
That's  about  $5  million  after  taxes. 
But  with  1982  earnings  a  shade  over 
$5  a  share,  the  1.65  million  shares  it 
sold  to  wipe  out  the  debt  will  soak  up 
nearly  $9  million  in  aftertax  earnings. 
A  clear  case  of  earnings  dilution.  The 
market  seems  to  recognize  this.  CBS 
has  been  trading  at  a  bit  above  its 
offering  price,  but  well  below  the  high 
of  67  it  touched  in  the  fourth  quarter 
of  last  year.  Kodak,  at  around  85,  is 
selling  well  under  the  94%  at  which 
its  pension  fund  sold  3  million  shares, 
and  Comsat  has  slipped  a  little  below 
its  offering  price,  too.  ■ 


By  Subrata  N.  Chakravarty 

JAn  organization  that  begins  to 
JEh  think  it  is  wonderful  is  looking 
mm  Afor  trouble,"  says  R.H.  Macy 
Chairman  and  CEO  Edward  S.  Finkel- 
stein.  "It's  not  that  you  always  run 
scared,  but  if  you  are  doing  well  it  is 
the  best  opportunity  to  be  self-critical 
for  things  you  can  improve." 

Finkelstein,  57,  did  not  simply  rest 
on  his  laurels  after  performing  one  of 
the  more  impressive  turnaround  jobs 
of  recent  years.  Just  five  years  ago 
Macy's  was  a  decidedly  mediocre  de- 
partment store  chain.  From  being  a 


laggard  it  now  ranks  at  or  close  to  the 
top  in  profitability  among  such 
chains.  What  is  perhaps  most  impres- 
sive— a  tribute  to  Finkelstein's  con- 
stant war  against  complacency — is 
that  Macy's  has  come  through  the 
recession  with  flying  colors.  In  its 
1982  fiscal  year,  which  ended  in  July, 
earnings  were  up  14%,  to  $135.6  mil- 
lion, on  a  12%  sales  gain  to  almost  $3 
billion.  The  gains  continued  in  fiscal 
1983's  first  (October)  quarter  when 
earnings  jumped  40% .  While  the  sec- 
ond quarter  will  probably  be  less  spec- 
tacular, it  looks  very  strong.  Even 
though  the  1982  Christmas  selling 


season  proved  disappointing  for  most 
retailers,  Macy's  was  up  over  13%. 

Greatly  to  Finkelstein's  credit,  the 
Christmas  prosperity  was  spread 
through  all  five  Macy  divisions — 
Bamberger's  in  New  Jersey,  Macy's 
New  York,  Macy's  California,  Davi- 
son's in  Georgia  and  Macy's  Midwest 
in  Ohio,  Kansas  and  Missouri. 

Finkelstein  and  Mark  S.  Handler, 
Macy's  president,  took  over  in  1980. 
Finkelstein  helped  rebuild  the  Bam- 
berger's division  under  Herbert  L.  See- 
gal  (later  Macy's  president)  in  the 
1960s,  then  turned  around  Macy's 
California  and  Macy's  New  York. 
Handler  built  Bamberger's  into  the 
company's  most  profitable  division. 
Both  are  Macy's  veterans  and  are 
quick  to  pass  most  of  the  credit  to 
Macy's  management  depth,  where  the 
median  tenure  at  the  top  is  a  remark- 
able 24  years'  service. 

Macy's  current  and  highly  success- 
ful strategy  was  tested  first  in  Bam- 
berger's in  the  1960s  and  then  in  Cali- 
fornia in  the  early  1970s.  Finkelstein, 
who  likes  to  talk  in  concepts,  says  the 
key  is  a  "per-square-foot"  approach  to 
merchandising.  Seegal  and  Finkel- 
stein had  to  fight  to  get  this  approach 
accepted  by  the  rest  of  the  corpora- 
tion, which  was  keyed  to  the  old 
Macy  philosophy  of  sell  for  less  and 
attract  'em  with  bargains.  "The  main 
issue  is  that  improvement  in  [sales] 
dollars  per  square  foot  is  vital  to  im- 
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proving  the  profits,"  says  Finkelstein. 
"You  must  earn  it  by  having  the  right 
merchandise  and  presenting  the  goods 
properly."  That  sounds  like  a  cliche. 
What  matters  is  how  you  do  it. 

Finkelstein's  strategy  springs  from 
the  way  he  looks  at  a  department 
store.  Says  he:  "We  try  to  think  of 
each  of  our  departments 
as  a  specialty  store,  so 
that  each  has  an  appropri- 
ate ambience  and  person- 
ality." Finkelstein  bristles 
at  the  word  "boutique"  to 
describe  Macy's  approach. 
He  says  it  is  simply  a  re- 
turn to  what  a  department 
store  originally  was — a 
collection  of  independent 
shops.  Macy's  shops  are 
highly  individualistic. 

You  might  almost  call   

Macy's  a  show  business  approach  to 
merchandising.  Finkelstein,  a  digni- 
fied man,  prefers  to  say:  "I  discovered 
early  on  that  this  business  involves 
form  as  well  as  content.  When  you 
have  both,  a  synergism  develops  and 
customers  respond."  The  Macy's  ap- 
proach clearly  works.  It  also  requires  a 
bit  of  nerve.  Last  year  most  stores  cut 
back  sharply  on  inventories,  then 
wondered  why  customers  were  bored 
at  Christmas.  Macy's  was  one  of  the 
few  to  boost  inventories.  The  result 
showed.  According  to  Joseph  H.  Ellis, 


Macy's  Finkelstein 


Goldman,  Sachs'  respected  retailing 
analyst,  sales  in  stores  that  existed 
the  year  before  were  up  10%  for 
Macy's  in  November  and  December, 
vs.  just  2%  for  Federated's  depart- 
ment store  division.  Macy's  fast 
markdown  policy  is  geared  to  the 
Take  the  markdpwns 
quickly  so  you  can  replace 
the  slow  stuff  with  fresh 
merchandise. 

Bamberger's  and  Macy's 
California  have  been  ex- 
panding rapidly  in  recent 
years,  while  Macy's  New 
York  concentrated  on  re- 
building. Now,  with  ren- 
ovation mostly  behind  it 
and  with  the  Finkelstein 
philosophy  firmly  estab- 
lished, the  New  York  divi- 

  sion  is  ready  to  expand 

again.  Last  year  it  opened  its  first 
store  in  almost  a  decade,  in  wealthy 
Stamford,  Conn.  But  because  Macy's 
is  already  heavily  concentrated  in  the 
mid- Atlantic  states,  the  New  York  di- 
vision will  expand  outside  the  North- 
east. It  will  open  ten  new  stores  in 
Florida  and  Texas  by  1988. 

Finkelstein  is  also  planning  to  push 
expansion  in  the  13 -store,  $300  mil- 
lion Davison's  division  in  Georgia, 
which  he  believes  can  become  the 
most  profitable  division.  It  is  already 
the  fastest  growing. 


Even  Macy's  Midwest,  the  smallest 
division  with  less  than  $200  million 
in  sales,  is  beginning  to  turn  around. 
After  three  years  of  losses  and  consid- 
erably beefed  up  management,  Han- 
dler expects  it  to  break  even  in  fiscal 
1983 — no  mean  achievement  in  an 
area  where  even  Detroit's  venerable 
J.L.  Hudson's  is  being  forced  to  close. 

Money?  Finkelstein  can  easily  cover 
his  three-year,  $375  million  capital 
budget,  plus  Macy  dividends,  out  of 
cash  flow,  an  enviable  position  for  a 
retailer  these  days.  Finkelstein  has 
plenty  of  uses  for  spare  cash.  Macy's  is 
still  geographically  underrepresented, 
and  Macy's  Midwest  will  require  a  lot 
of  nourishment. 

One  course  Finkelstein  plans  to 
avoid  is  diversifying  into  other  busi- 
nesses like  supermarkets  and  discount 
stores  as  some  of  his  competitors  have 
done.  "It's  interesting  to  me  that  most 
of  the  people  that  go  into  those  busi- 
nesses usually  aren't  doing  so  well  in 
our  kind  of  business,"  he  says.  "They 
diversify  out  of  weakness." 

Ten  years  ago  Macy's  was  doing  just 
$66  a  square  foot,  according  to  Ellis' 
figures.  Today  it's  doing  $137,  the 
best  among  major  department  store 
chains.  Some  Macy's  stores  do  over 
$250  a  square  foot.  Keep  the  eye  on 
that  ball,  Finkelstein  says,  and  all  the 
other  numbers  will  fall  in  line.  You 
can't  argue  with  the  record.  ■ 


Under  beautiful  Hawaii  s  planned  econo- 
my, sugarcane  becomes  scenery  and  once- 
valued  acres  are  given  away. 


East  of  Eden 


By  Michael  Cieply 


H-  is  voice  soft  as  the  trade 
winds,  Alexander  &  Baldwin 
line.  Chairman  Robert  Pfeiffer 
puzzles  over  the  company's  treasure  of 
lush  Hawaiian  land.  "People  tell  me 
our  97,000  acres  are  worth  $1.3  bil- 
lion," he  muses.  "  'To  whom?  For 
what?  When?'!  ask  them.  I  suppose  we 


could  build  160  golf  courses.  At  least 
there  would  be  no  waiting  at  the  tees. " 

It  may  come  as  a  shock  to  main- 
landers  to  hear  a  man  like  Pfeiffer, 
born  in  Fiji  and  raised  in  Hawaii,  talk 
so  disparagingly  about  some  of  the 
world's  most  beautiful  real  estate.  But 
look  at  the  economics  behind  his 
point.  The  bulk  of  A&B's  prime  acre- 
age is  in  sugar,  most  of  it  on  Maui's 


sprawling  Hawaiian  Commercial  & 
Sugar  Co.  plantation.  Through  1980, 
when  sugar  peaked  at  44.2  cents  a 
pound,  that  was  a  boon.  But  under 
pressure  from  corn  sweeteners  and 
subsidized  competition  from  Western 
Europe,  sugar  prices  have  fallen. 
Wages  are  high  in  Hawaii,  and  A&B 
now  spends  16  cents  a  pound  to  pro- 
duce sugar  that  sells  for  about  17.5 
cents  under  the  precarious  federal 
price-support  system.  After  losing  $21 
million  on  sugar  in  1981,  A&J3  edged 
back  into  the  black  last  year  by  fur- 
loughing  workers  and  burning  cane 
wastes  for  salable  electricity. 

For  all  that,  sugar — at  21%  of  its 
$395  million  sales — is  not  the  biggest 
problem  for  the  company.  The  prima- 
ry problem  for  A&B,  and  for  such  oth- 
er traditional  Hawaiian  landholding 
firms- as  Amfac  Inc.  and  Castle  & 
Cooke  Inc.,  is  Hawaii  itself.  The 
"paradise"  state  is  a  veritable  purgato- 
ry for  business,  with  a  stagnant  agri- 
cultural economy  and  a  powerful  po- 
litical and  labor  union  bureaucracy 
that  has  smothered  attempts  at  indus- 
trial development. 

"Hawaii  protects  agriculture  and 
exports  jobs,"  complains  a  frustrated 
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Warren  Haight,  president  of  Castle  & 
Cooke's  Oceanic  Properties,  which 
seeks  to  develop  Hawaii's  first  high- 
tech park,  at  Mililani  on  Oahu.  "To 
get  land  from  agriculture  into  manu- 
facturing is  extremely  difficult,"  he 
says.  "Three  times  we've  applied  for 
light  industrial  zoning.  Three  times 
we've  been  turned  down." 

Castle  &  Cooke  would  like  to  con- 
vert pineapple  lands  to  uses  that  are 
more  productive  both  for  the  com- 
pany and  for  the  economy.  But  the 
powerful  International  Longshore- 
men's &.  Warehousemen's  Union, 
faced  with  declining  mem- 
bership, wants  to  see  any 
land  taken  out  of  produc- 
tion matched  with  new 
plantings  elsewhere.  Still 
bearing  the  Marxist  ideo- 
logical stamp  of  its  founder, 
Harry  Bridges,  the  union 
has  imposed  its  will  on  the 
islands,  regardless  of  the 
bad  economic  conse- 
quences. "This  union  is  po- 
litically active,"  says 
tough-talking  ILWU  Re- 
gional Director  Tommy 
Trask.  "We've  got  people 
on  the  Land  Use  Commis- 
sion, people  all  over,  and 
the  companies  know  if  they 
mess  with  us  we  can  screw 
'em.  We've  done  it." 

Not  surprisingly,  the 
more  farsighted  of  the  old 
Hawaii  firms — think  of 
Amfac,  Dillingham,  Castle 
&  Cooke — have  for  years 
placed  their  new  invest- 
ments outside  Hawaii. 
Alexander  &  Baldwin, 
which  has  long  remained 
stubbornly  loyal  to  the  is- 
lands, recently  announced 
plans  to  spend  up  to  $200 
million  for  acquisitions.  It 
is  shopping  the  mainland. 

The  companies  are  flee- 
ing what  may  be  the  U.S.' 
most  thoroughly  planned 
economy.  Hawaii's  political  leaders, 
led  by  Governor  George  Ariyoshi, 
could  compete  with  the  Soviet 
Union's  bureaucrats  in  their  rigid  reg- 
ulation of  every  facet  of  the  islands' 
economic  life.  Example:  Suppose  you 
want  to  manufacture  circuit  boards  in 
Hawaii.  Better  check  first  where  you 
fit  in  the  all-encompassing  State  Plan 
that  has  governed  the  islands  since 
1978.  (Try  Section  226-10:  "Objective 
and  policies  for  the  economy — poten- 
tial growth  activities.")  Then  prepare 
to  wade  through  the  morass  of  imple- 
menting boards  and  commissions — it 
may  take  four  to  six  years  to  approve  a 


plant  site — and  brace  yourself  for 
"protective"  measures  like  the  4% 
use  tax  on  equipment  purchases  made 
outside  the  state  and  a  0.5%  excise  on 
manufactured  goods.  No  wonder  high- 
technology  firms,  though  assiduously 
courted  by  Ariyoshi's  planners,  em- 
ploy a  scant  200  workers  in  Hawaii. 

The  state  aims  to  retain  agricul- 
ture— and  agricultural  jobs — by  force. 
Yet  the  result  is  uneconomic  agricul- 
ture. Hawaii  has  250,000  acres  under 
cultivation,  when  fewer  than  3,500 
would  suffice  for  its  own  use.  The 
balance  is  intended  for  export,  of 


Alexander  &  Baldwin 's  Robert  Pfeiffer  in  the  cane 
Four  to  six  years  to  approve  a  plant  site. 


course,  but  the  state's  high  wage  and 
cost  structure  have  made  its  produce 
barely  competitive  with  that  of  main- 
land growers,  let  alone  those  in  coun- 
tries like  Thailand,  where  Castle  &. 
Cooke's  Dole  division  now  raises 
pineapples. 

You  can  prevent  businesses  from 
making  money  but  there  is  no  way 
you  can  force  them  to  produce  indefi- 
nitely at  a  loss.  This  summer  the  Del 
Monte  division  of  RJ.  Reynolds  Inc. 
will  shut  down  its  Molokai  pineapple 
operation,  the  state's  second-largest, 
leaving  3,300  acres  of  prime  land  idle. 

On  Hawaii,  Amfac  has  announced 


it  will  close  its  16,000-acre  Puna  plan- 
tation by  1984,  giving  five  acres  to 
each  employee  in  return  for  release 
from  provisions  in  union  contracts 
against  closing  up  shop.  Total  cost  of 
the  severance  package:  $11  million, 
with  land  valued  at  $2,000  an  acre. 

But,  irony  of  ironies,  the  state  bu- 
reaucracy set  up  to  protect  the  work- 
ers may  deny  them  ownership  of  the 
land.  County  zoning  laws  prevent  the 
subdivision  of  Puna  into  five-acre 
plots,  and  officials  are  reluctant  to 
grant  exemptions.  "We  don't  want  to 
set  a  precedent  other  companies 
might  use  to  divest  them- 
selves of  land,"  says  one 
county  planning  director. 
So  hostile  is  the  atmo- 
sphere to  business  that 
even  generosity  is  regarded 
with  suspicion  if  it  comes 
from  business. 

But  surely,  you  say,  the 
Hawaiian  Islands  are  a  para- 
dise for  developers  of  con- 
dominiums and  hotels.  Sad- 
ly, that  golden  goose  has 
also  died.  Last  year,  Alex- 
ander &  Baldwin's  nonagri- 
cultural  land  management 
profits,  heavily  dependent 
on  the  plush  Wailea  ocean- 
side  resort  on  Maui,  were  a 
meager  $4.8  million  (1982 
estimate),  down  60%  from 
1980.  Across  the  island  at 
Kaanapali,  Amfac  has  gone 
out  of  the  development 
business,  while  Maui  Land 
&.  Pineapple — laden  with 
construction  debt  from  the 
glory  days — lost  money  at 
Kapalua  Bay  for  three  years 
running. 

For  a  long  time,  the  prof- 
its from  tourism  helped  pay 
for  this  cumbersome  wel- 
fare state.  In  the  end,  how- 
ever, the  industry  over- 
built. Through  the  1970s 
land-rich  companies  cashed 

  in  on  the  Maui  real  estate 

craze,  almost  quadrupling  the  tiny  is- 
land's tourist  plant  with  8,000  new 
hotel  rooms  and  condominium  units. 
That  might  have  hedged  against  grow- 
ing agricultural  losses.  But  Hawaii 
tourism  went  flat  in  1980,  holding  for 
three  years  at  about  4  million  visitors. 
Worse,  the  mix  changed:  The  beer- 
and-burger  crowd,  lured  from  the 
heartland  by  cheap  air  fares,  preferred 
the  tawdry  charms  of  Waikiki  to  the 
unspoiled  beauty  of  neighbor  island 
resorts. 

Add  to  that  a  backwash  of  existing 
condo  owners.  Resales  depressed  the 
market  for  new  units,  while  private 
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rentals  drove  down  hotel  occupancy 
rates.  Says  Amfac  Chairman  Henry 
Walker:  "Saturation  has  been  reached 
in  condominiums.  We've  stopped 
building  entirely  now." 

So  what  becomes  of  those  vast 
sugarcane  fields,  once  the  pride  of  Ha- 
waii's century-old  "Big  Five"  land- 
holding  firms?  They  become  scenery. 
Amfac,  which  lost  an  estimated  $5 
million  in  sugar  last  year,  now  runs 
its  Pioneer  plantation  as  little  more 
than  an  aesthetic  backdrop  to  the 
Kaanapali  resort.  "I  can't  picture  that 
land  in  anything  but  sugar,"  says 
fourth-generation  Hawaiian  Walker. 
"Think  of  standing  in  Kaanapali  sur- 
rounded by  condominiums  and  golf 
courses  and  hotels,  with  that  sweep  of 
cane  land  behind  you  going  up  to 
1,700  feet.  You  can't  let  it  go  to 


weeds.  So  sugar  has  value  as  ground 
cover  if  nothing  else." 

Unfortunately,  you  can't  eat  scen- 
ery. Hawaii's  unemployment  rate 
now  stands  at  7.7%,  high  by  the 
state's  traditional  standards,  and  that 
rate.could  double  as  sugar  and  pineap- 
ple grow  increasingly  out  of  touch 
with  world  markets.  The  long-term 
prospects  are  dim.  High-growth  tour- 
ism is  a  thing  of  the  past.  State  plan- 
ners continue  to  focus  on  elusive 
schemes  like  tropical  flower  farms 
and  freshwater  prawn  ranches.  One 
government  study  lays  out  exacting 
specifications  for  sugar's  ultimate  re- 
placement crop.  Local  wags  point  out 
that  only  marijuana,  which  thrives 
between  the  rows  of  cane  on  Maui, 
seems  to  fit  the  profile. 

Perhaps  a  return  to  reality  is  in  or- 


der. A  truth  the  planners  seem  to  have 
overlooked  is  that  the  islands,  be- 
neath their  veneer  of  beauty,  are  no 
land  of  plenty.  They  were  made  pro- 
ductive only  through  the  efforts  of 
those  often-scorned  Calvinist  mis- 
sionaries of  yore  whose  families 
founded  the  Big  Five. 

Ominously,  one  of  Hawaii's  great 
latter-day  boosters  also  has  lost  heart. 
Austrian-born  Harry  Weinberg,  who 
prospered  through  cagey  speculation 
in  Hawaiian  real  estate  and  Big  Five 
shares,  is  74  now,  still  making  his 
headquarters  in  a  cracked,  peeling 
Honolulu  waterfront  office.  "If  you 
were  a  young  man  coming  here  with 
dollars  to  invest,"  rasps  Weinberg, 
"I'd  tell  you  to  get  out.  You  can  make 
more  money  someplace  else."  Out 
from  Eden.  ■ 


Why  pay  $400 for  a  $75  watch?  Answer:  So 
people  will  think  that  you  re  wearing  a  real 
gold  $8,000  watch. 


By  Allan  Dodds  Frank 


Genuine 
phonies 


Which  one  is  the  Rolex? 
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W'ith  the  vogue  for  expensive 
watches  (Forbes,  Dec.  22, 
1980),  it  was  inevitable  that 
counterfeiters  would  invade  the  mar- 
ket. When  copies  first  appeared  sever- 
al years  ago,  they  were  crude  and  of- 
ten advertised  as  real  Rolexes,  Car- 
tiers,  Concords,  Piagets  or  Patek 
Philippes.  Selling  from  under  the 
counter — or  under  a  coat — salesmen 
strongly  implied  the  timepieces  were 
bargains  because  they  were  "hot 
watches."  But  attorneys  for  watch 
companies  and  some  prosecutors 
stopped  that  in  most  jewelry  stores  by 
prosecuting  under  tough  fraud  stat- 
utes. Only  street  corner  and  barroom 
salesmen  remained. 

But  now  there  is  a  new  wrinkle, 
evident  in  Wall  Street  Journal  miscella- 
neous classified  ads  for  several 
months  before  Christmas  and  in  other 
respectable  publications,  including 
the  Washington  Post,  Los  Angeles 
Times,  Houston  Chronicle  and  Seattle 
Post-Intelligencer:  watches  advertised 
as  genuine  phonies — replicas  of  the 
$7,950,  18-karat  gold  Rolex  President 
or  the  $12,900  Piaget  Polo. 

Some  of  these  watches  do  have  an 
expensive  look  about  them,  at  least  to 
the  untrained  eye.  At  least  they  do 
until  they  are  placed  side  by  side  with 
the  real  article.  They  are  ordered  by 
phone,  then  paid  for  in  cash  when  the 
United  Parcel  Service  arrives  two 
days  later  with  the  c.o.d.  watch.  What 
will  you  be  buying?  For  $200  to  $400 
you  will  get  a  good  $75  watch.  If  you 
are  lucky  it  will  contain  a  Swiss,  rath- 
er than  Hong  Kong,  movement.  It  will 
also  bear  the  phony  signature  of  the 
alleged  manufacturer.  In  a  dark  room 
or  at  a  distance,  your  friends  might 
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think  you  are  wearing  the  real  article. 

Without  identifying  themselves, 
Forbes  Washington  Bureau  staff  or- 
dered three  "replicas"  from  wary 
salesmen  who  refused  to  meet  cus- 
tomers in  person  but  guaranteed  to 
replace  watches  if  the  first  ones 
shipped  were  unsatisfactory.  Forbes 
had  the  watches  examined  by  inde- 
pendent jewelers  and  tried  to  track 
down  the  salesmen  in  south  Florida,  a 
mecca  for  merchandise  counterfeiters. 

"For  the  [genuine]  Rolex  President, 
18-karat  gold,  you're  paying  $8,000  for 
$1,500  worth  of  gold,"  claims  a  sales- 
man for  Celebrity  watches,  identify- 
ing himself  as  Gary  Stern  of  Ft.  Lau- 
derdale. "With  us  you're  paying  $195 
for  about  $10  worth  of  gold  [plating]. 
But  the  movement,  watch,  lettering, 
Rolex  crown,  are  exactly  alike." 

Rolex  imitator  Stern  says  he  and  his 
brother,  John,  employ  three  watch- 
makers to  assemble  the  fakes  from 
movements  imported  from  Switzer- 
land with  bands  and  cases  from 
"someplace  else."  He  says  they  have 
been  in  business  seven  years,  and  have 
sold  8,000  watches  in  a  month  and  a 
half."  None  of  that  may  be  true,  but 
that's  the  replica  business. 

The  return  address  on  the  watch, 
shipped  c.o.d.  by  United  Parcel,  is  a 
mailing  service  in  Ft.  Lauderdale.  The 
address  the  phone  company  has  for 
"Celebrity"  is  a  vacant,  broom-closet- 
size  "Suite  109"  next  to  the  rest  rooms 
in  a  two-story  Ft.  Lauderdale  building. 

Another  salesman,  Bill  Moran  of  C. 
Lotter  Co.,  admits  Co.  doesn't  stand 
for  company,  and  the  business  is  un- 
registered. He  sometimes  answers  the 
phone  as  Bob  McDougal  and  says  he's 
from  Pompano  Beach.  Moran- 
McDougal  declines  to  meet  when  the 
Forbes  reporter  identifies  himself. 
"It's  a  ticklish  business,"  he  says. 
"We  advertise  them  exactly  for  what 
they  are.  It's  an  infringement  on  their 
name,  I  guess,  but  we're  not  infringing 
on  their  market  whatsoever." 

Another  salesman,  calling  himself 
Jim  Williams  of  National  Trading, 
claims  "politicians,  movie  stars,  chair- 
men of  the  board, -doctors  and  lawyers" 
buy  his  replicas  by  the  dozens.  When 
challenged  on  his  boast  Williams  tells 
Forbes,  "Stick  the  paper.  ..." 

When  Forbes  finally  meets  a  repli- 
ca salesman  in  person — an  elderly 
gent  who  says  he's  81  and  advertises 
in  the  Washington  Post  as  "Jason" — 
he  brings  his  fakes,  for  which  he  asks 
$300,  in  his  gray  Mercedes  to  a  Roy 
Rogers  parking  lot  in  Silver  Spring, 
Md.  Jason  says  he  sells  the  watches  to 
relieve  the  boredom  of  retirement. 

Not  surprisingly,  watch  manufac- 
turers like  Rene  Dentan,  president  of 


Rolex  U.S.A.,  and  Gedalio  (Gerry) 
Grinberg,  president  of  North  Ameri- 
can Watch  Co.  (Piaget)  say  the  coun- 
terfeiters are  debasing  the  reputation, 
style  and  exclusivity  of  their  expen- 
sive, highly  profitable  timepieces. 
Says  Dentan:  "They  are  bloodsuckers 
and  parasites." 

To  stop  the  counterfeiters,  Rolex, 
NAWCo.,  Carrier  and  others  hire  law- 
yers and  private  detectives  like  Mer- 
ritt  Kanner  of  Miami,  who  buy  the 
"evidence,"  then  file  civil  suits  in  fed- 
eral court  seeking  permanent  injunc- 
tions against  the  salesmen.  When  the 
suits  succeed,  the  salesmen  simply 
drop  that  brand  from  their  line,  sell 
other  fakes  and  move  to  a  new  broom 
closet  for  a  fresh  start. 

Sol  Lynn,  president  of  Lynn  Jewel- 
ers in  Washington,  D.C.,  and  Joe 
Spandaro  of  Milton  H.  Schlosser,  Inc. 
of  Washington  evaluated  the  watches 
purchased  by  Forbes.  One  had  an  in- 
expensive 17-jewel  self-winding  me- 
chanical movement  made  by  ETA,  a 
large  Swiss  concern,  the  other  two 
contained  5-  and  6-jewel  quartz  move- 
ments made  by  Harley,  another  Swiss 
company.  Both  men  estimated  the 
watches  would  run  well  and  were 


worth  from  $60  to  $100. 

The  experts,  along  with  those  from 
two  other  Washington  jewelry  firms, 
Charles  Ernst  and  Theodore  Nye,  plus 
Rolex  officials  in  New  York,  also 
pointed  out  more  than  a  dozen  defects 
in  detail.  Overall  precision  was  lack- 
ing in  the  fakes,  and  their  movements 
were  nowhere  close  to  real  Rolex 
parts.  The  gold  finish  on  the  watches 
was  too  yellow  and  shiny,  printing  on 
the  faces  was  inexact,  the  curve  on 
the  watch  case  was  too  shallow  and 
the  crystals  were  inferior. 

The  watches,  in  short,  would  com- 
mand prices  much  lower  than  $200  to 
$400  if  they  did  not  appeal  to  that 
touch  of  ostentation  and  larceny  in 
human  nature.  So  is  that  a  federal 
case?  The  genuine  Swiss  watchmak- 
ers, who  spend  over  $60  million  a  year 
on  advertising  to  gild  their  image, 
would  make  it  so.  Manufacturers  of 
watches,  jeans  and  other  easily  coun- 
terfeited goods  have  prevailed  upon 
Senator  Charles  Mathias  (R-Md.)  and 
Representative  Peter  Rodino  (D-N.J.) 
to  introduce  a  bill  making  it  a  federal 
crime,  punishable  by  up  to  five  years 
in  jail  and  a  $250,000  fine,  to  trade  in 
or  make  counterfeit  goods.  ■ 


While  many  competitors  take  a  bath,  KIM 
keeps  its  head  above  water.  No  secret.  Just 
making  every  little  edge  count. 


Dutch  treat 


By  William  Harris 


T|  he  Netherlands  is  only  a  bit 
larger  than  Maryland,  but  that 
has  never  stopped  the  Dutch 
from  making  their  mark  on  the  world. 
It  was  they  who  ruled  the  17th-cen- 
tury waves,  planting  their  flag  around 
the  globe  before  Britannia.  Maybe 
their  dumbest  move  was  to  swap  $24 
worth  of  beads  for  Manhattan  in  1626. 
Given  New  York's  fiscal  incompe- 
tence, they  might  have  better  invest- 
ed the  money  elsewhere. 
The  Dutch  can  be  forgiven  that  one 


lapse.  Among  their  current  accom- 
plishments is  running  one  of  the 
world's  few  profitable  international 
airlines.  KLM  Royal  Dutch  Airlines 
flies  latter-day  Boeing  galleons  to  119 
cities  and  is  the  sixth-largest  interna- 
tional airline,  after  British  Airways, 
Pan  Am,  Japan  Air  Lines,  Air  France 
and  Lufthansa. 

Last  year  it  earned  $12  million  on 
revenues  of  $1.7  billion.  That's  not 
much,  but  a  whole  lot  better  than  the 
red  ink  almost  all  other  international 
carriers  are  soaked  in.  In  the  first  six 
months  of  fiscal  1982-83,  KLM's  earn- 
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ings  jumped  19%.  Of  the  35-odd  earn- 
ers serving  the  supersaturated  North 
Atlantic  market,  only  KLM,  SAS  and 
Swissair  are  making  any  money  by 
doing  so. 

What's  the  Dutchmen's  secret?  No 
secret,  just  obvious  facts.  Flying  from 
Amsterdam  to  the  rest  of  the  world 
automatically  gave  KLM  the  com- 
manding efficiencies  of  a  hub-and- 
spoke  airline.  Amsterdam  is  a  conve- 
nient gateway  to  Europe,  providing 
sometbing  of  an  edge  over  the  Ameri- 
cans and  British. 

Then  there's  the  Dutch  govern- 
ment, whose  backing — it  owns  75% 
of  the  common  stock — gives  KLM  ac- 
cess to  cheap  borrowing.  Interest  on 
KLM's  long-term  debt  (a  comparative- 
ly modest  48%  of  capital)  averages 
only  7%.  Furthermore,  the  govern- 
ment doesn't  meddle,  for  political 
purposes,  in  KLM's  business  affairs. 
Unlike  other  European  flagship  air- 
lines, KLM  is  pretty  much  run  like  a 
private  enterprise. 

What's  not  so  obvious  is  what's  go- 
ing on  inside  the  planes.  If  you  fly 
KLM  these  days,  don't  be  surprised  to 
find  you  can't  stroll  much  farther 
than  halfway  back  inside  the  cabin.  A 
big,  blank  partition  with  no  door 
blocks  the  way. 

What's  going  on  back  there?  Noth- 
ing sexy  like  a  flying  crap  game;  KLM 
is  carrying  cargo.  Better  to  fly  extra 
freight  across  the  Atlantic  when 
times  are  slow  than  a  bunch  of  empty 
airplane  seats.  Who  said  good  ideas 
have  to  be  complicated? 

President  Sergio  Orlandini  (whose 
father  was  Italian,  his  mother  Dutch) 
is  going  after  freight  traffic,  while 
competitors  like  TWA  and  Pan  Amer- 
ican have  slashed  their  international 
cargo  operations.  Freight  is  certainly 
less  profitable  than  passengers,  but  it 
is  also  less  seasonal.  Cargo  now  con- 


tributes 20%  of  KLM's  revenues — 
more  than  twice  most  other  carri- 
ers'— and  Orlandini  expects  that  per- 
centage to  double  by  1985.  Even  at 
20%,  it's  the  difference  between  red 
and  black  ink. 

Orlandini,  62,  realized  all  this 
shortly  after  becoming  president  in 
1973.  He  knew  he  had  lots  of  empty 
seats  to  fill.  So  did  his  competitors; 
excess  capacity  is  the  curse  of  the 
airlines  business  today.  Most  airlines 
choose  to  fill  theirs  with  low-priced 
promotional-fare  passengers,  on  the 
theory  it  is  better  to  sell  the  seats  at  a 
big  discount  than  leave  them  empty. 
But  Orlandini  figured  out  how  to  use 
his  excess  capacity  in  a  different  way. 

He  was  the  first  to  order  Boeing's 
747  combination  planes — jumbos  lit- 
erally divided  in  half  and  equipped  to 
shuttle  both  people  and  boxes.  This 
gives  KLM  flexibility  to  enter  new 
markets.  It  can  do  so  without  worry- 
ing about  empty  seats  while  also  oper- 
ating a  full-scale  freight  business 
without  maintaining  a  separate,  ex- 
pensive fleet,  as  TWA  and  Pan  Am 
tried  to  do.  What's  more,  Orlandini 
can  allocate  more  of  the  truncated 
passenger  section  to  higher-margined 
first-  and  business-class  seats.  He  can 
move  the  partition  forward  or  back,  as 
seasonal  business  requires.  Today 
KLM  has  seven  such  combination 
planes,  and  another  is  scheduled  for 
delivery  later  this  year. 

If  enough  passenger  demand  builds 
on  any  of  the  combination-plane 
routes,  Orlandini  can  easily  shove  a 
regular  aircraft  out  of  his  50-plus  fleet 
of  assorted  sizes  into  that  slot.  In  the 
meantime,  he  is  busy  transporting 
precious  goods  around  the  world,  at 
around  $1  a  pound.  The  porcelain  and 
spice  of  the  Dutch  colonial  days  have 
been  replaced  in  Orlandini's  bold  by 
such  things  as  electronic  compo- 
nents, oil  drilling  equipment  and  even 
Thoroughbreds. 

Whicb  is  not  to  imply  KLM  is  ignor- 


ing  the  passenger  trade.  It  has  made 
full  and  clever  marketing  use  of  its 
Amsterdam  connection  when  trying 
to  woo  American  customers.  Consid- 
er a  Houston  businessman  who  needs 
to  get  to  Hamburg.  He  can't  fly  direct 
on  any  airline.  But  he  can  be  persuad- 
ed that  flying  KLM  to  Amsterdam  and 
connecting  there  is  less  hassle  than 
flying  to  New  York's  Kennedy  and 
switching  terminals. 

Although  Orlandini  expects  passen- 
ger traffic  to  remain  stagnant  this 
year,  he's  still  going  ahead  with  plans 
to  replace  KLM's  older  aircraft.  KLM 
is  now  awaiting  delivery  of  eight  Air- 
bus-310s  to  fill  in  for  older  and  less 
efficient  DC-8s  and  DC-9s  in  Europe. 
The  latter  are  now  depreciated  to  10% 
of  their  original  value — about  $1.3 
million  each.  Orlandini  chose  the  Air- 
bus over  the  comparable  Boeing  767 
because,  he  says,  it  has  more  cargo 
space  in  its  belly.  There's  another  rea- 
son, of  course.  Orlandini,  by  being 
first  with  his  order,  was  able  to  get 
very  favorable  financing  terms  from 
the  Airbus  Industrie  consortium  that 
builds  the  aircraft. 

A  big  problem  for  now  is  how  to  get 
rid  of  the  older  planes  in  a  market 
already  saturated  with  used  equip- 
ment. But  Orlandini  may  have  a  slight 
advantage.  For  years  KLM  has  helped 
train  pilots  and  employees  from  Third 
World  airlines  as  well  as  servicing 
their  fleets.  Just  helping  make  ends 
meet,  like  any  sensible  Dutchman; 
but  when  cash-strapped  African  na- 
tions start  buying  used  equipment, 
maybe  they  will  go  to  KLM,  which 
helped  them  get  off  the  ground  in  the 
first  place.  A  small  edge,  but  an  edge 
nonetheless  in  a  business  where  every 
little  advantage  helps.  ■ 
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80  years  went  into  this  Century. 


1983'Buick  Century. 

That's  how  long  Buick  has  been 
carrying  on  a  love  affair  with 
the  automobile.  A  devotion  to 
bringing  you  comfortable, 
prestigious,  quafity  cars.  And 
that,  of  course,  is  exactly  what 
Buicks  have  been  down 
through  the  years. 

Right  down  to  today's  state- 
of-the-art  Buick  Century.  With 
its  pleasing  and  efficient  form. 
And  its  eminently  luxurious 
passenger  environment. 

Among  Century's  impressive 
engineering  credentials:  front- 
wheel  drive  and  a  highly 
efficient  2.5  liter  four-cylinder 
powerplant  (see  EPA  mileage 
estimates  below).  Also  available 
are  V-6  gasoline  and  V-6  diesel 
engines. 


EST.  HWY. 
39 


EPA  EST.  MPG 


The  fact  that  80  years  went 
into  this  Century  is  surely 
reason  enough  to  put  yourself 
into  one.  You  can  do  that  at 


your  Buick  dealer's  today.  Oh, 
and  before  you  turn  the  key, 
buckle  up. 

Use  estimated  MPG  for 
comparison.  Your  mileage  may 
differ  depending  on  speed; 
distance,  weather.  Actual 
highway  mileage  lower.  Some 
Buicks  are  equipped  with 
engines  produced  by  other  GM 
divisions,  subsidiaries,  or 
affiliated  companies 
worldwide.  See  your  Buick 
dealer  for  details. 

Official  Car  of  the  XXIIIrd  Olympiad 
Los  Angeles  1984 


099 


BUICK 

Wouldn't  you  really  ratl\er  l\ave  aUuich  ? 


ings  jumped  19%.  Of  the  35-odd  carri- 
ers serving  the  supersaturated  North 
Atlantic  market,  only  KLM;  SAS  and 
Swissair  are  making  any  money  by 
doing  so. 

What's  the  Dutchmen's  secret?  No 
secret,  just  obvious  facts.  Flying  from 
Amsterdam  to  the  rest  of  the  world 
automatically  gave  KLM  the  com- 
manding efficiencies  of  a  hub-and- 
spoke  airline.  Amsterdam  is  a  conve- 
nient gateway  to  Europe,  providing 
something  of  an  edge  over  the  Ameri- 
cans and  British. 

Then  there's  the  Dutch  govern- 
ment, whose  backing— it  owns  75% 
of  the  common  stock — gives  KLM  ac- 
cess to  cheap  borrowing.  Interest  on 
KLM's  long-term  debt  (a  comparative- 
ly modest  48%  of  capital)  averages 
only  7%.  Furthermore,  the  govern- 
ment doesn't  meddle,  for  political 
purposes,  in  KLM's  business  affairs. 
Unlike  other  European  flagship  air- 
lines, KLM  is  pretty  much  run  like  a 
private  enterprise. 

What's  not  so  obvious  is  what's  go- 
ing on  inside  the  planes.  If  you  fly 
KLM  these  days,  don't  be  surprised  to 
find  you  can't  stroll  much  farther 
than  halfway  back  inside  the  cabin.  A 
big,  blank  partition  with  no  door 
blocks  the  way. 

What's  going  on  back  there?  Noth- 
ing sexy  like  a  flying  crap  game;  KLM 
is  carrying  cargo.  Better  to  fly  extra 
freight  across  the  Atlantic  when 
times  are  slow  than  a  bunch  of  empty 
airplane  seats.  Who  said  good  ideas 
have  to  be  complicated? 

President  Sergio  Orlandini  (whose 
father  was  Italian,  his  mother  Dutch) 
is  going  after  freight  traffic,  while 
competitors  like  TWA  and  Pan  Amer- 
ican have  slashed  their  international 
cargo  operations.  Freight  is  certainly 
less  profitable  than  passengers,  but  it 
is  also  less  seasonal.  Cargo  now  con- 


KLM  President  Orlandini  in  one  of  his 
combination  Boeing  747s 
Carrying  freight  is  less  profitable 
than  carrying  passengers,  but  more 
profitable  than  empty  seats. 

tributes  20%  of  KLM's  revenues — 
more  than  twice  most  other  carri- 
ers'— and  Orlandini  expects  that  per- 
centage to  double  by  1985.  Even  at 
20%,  it's  the  difference  between  red 
and  black  ink. 

Orlandini,  62,  realized  all  this 
shortly  after  becoming  president  in 
1973.  He  knew  he  had  lots  of  empty 
seats  to  fill.  So  did  his  competitors; 
excess  capacity  is  the  curse  of  the 
airlines  business  today.  Most  airlines 
choose  to  fill  theirs  with  low-priced 
promotional-fare  passengers,  on  the 
theory  it  is  better  to  sell  the  seats  at  a 
big  discount  than  leave  them  empty. 
But  Orlandini  figured  out  how  to  use 
his  excess  capacity  in  a  different  way. 

He  was  the  first  to  order  Boeing's 
747  combination  planes — jumbos  lit- 
erally divided  in  half  and  equipped  to 
shuttle  both  people  and  boxes.  This 
gives  KLM  flexibility  to  enter  new 
markets.  It  can  do  so  without  worry- 
ing about  empty  seats  while  also  oper- 
ating a  full-scale  freight  business 
without  maintaining  a  separate,  ex- 
pensive fleet,  as  TWA  and  Pan  Am 
tried  to  do.  What's  more,  Orlandini 
can  allocate  more  of  the  truncated 
passenger  section  to  higher-margined 
first-  and  business-class  seats.  He  can 
move  the  partition  forward  or  back,  as 
seasonal  business  requires.  Today 
KLM  has  seven  such  combination 
planes,  and  another  is  scheduled  for 
delivery  later  this  year. 

If  enough  passenger  demand  builds 
on  any  of  the  combination-plane 
routes,  Orlandini  can  easily  shove  a 
regular  aircraft  out  of  his  50-plus  fleet 
of  assorted  sizes  into  that  slot.  In  the 
meantime,  he  is  busy  transporting 
precious  goods  around  the  world,  at 
around  $1  a  pound.  The  porcelain  and 
spice  of  the  Dutch  colonial  days  have 
been  replaced  in  Orlandini's  hold  by 
such  things  as  electronic  compo- 
nents, oil  drilling  equipment  and  even 
Thoroughbreds. 

Which  is  not  to  imply  KLM  is  ignor- 


ing the  passenger  trade.  It  has  made 
full  and  clever  marketing  use  of  its 
Amsterdam  connection  when  trying 
to  woo  American  customers.  Consid- 
er a  Houston  businessman  who  needs 
to  get  to  Hamburg.  He  can't  fly  direct 
on  any  airline.  But  he  can  be  persuad- 
ed that  flying  KLM  to  Amsterdam  and 
connecting  there  is  less  hassle  than 
flying  to  New  York's  Kennedy  and 
switching  terminals. 

Although  Orlandini  expects  passen- 
ger traffic  to  remain  stagnant  this 
year,  he's  still  going  ahead  with  plans 
to  replace  KLM's  older  aircraft.  KLM 
is  now  awaiting  delivery  of  eight  Air- 
bus-310s  to  fill  in  for  older  and  less 
efficient  DC-8s  and  DC-9s  in  Europe. 
The  latter  are  now  depreciated  to  10% 
of  their  original  value — about  $1.3 
million  each.  Orlandini  chose  the  Air- 
bus over  the  comparable  Boeing  767 
because,  he  says,  it  has  more  cargo 
space  in  its  belly.  There's  another  rea- 
son, of  course.  Orlandini,  by  being 
first  with  his  order,  was  able  to  get 
very  favorable  financing  terms  from 
the  Airbus  Industrie  consortium  that 
builds  the  aircraft. 

A  big  problem  for  now  is  how  to  get 
rid  of  the  older  planes  in  a  market 
already  saturated  with  used  equip- 
ment. But  Orlandini  may  have  a  slight 
advantage.  For  years  KLM  has  helped 
train  pilots  and  employees  from  Third 
World  airlines  as  well  as  servicing 
their  fleets.  Just  helping  make  ends 
meet,  like  any  sensible  Dutchman; 
but  when  cash-strapped  African  na- 
tions start  buying  used  equipment, 
maybe  they  will  go  to  KLM,  which 
helped  them  get  off  the  ground  in  the 
first  place.  A  small  edge,  but  an  edge 
nonetheless  in  a  business  where  every 
little  advantage  helps.  ■ 
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Rockwell  International  know-how: 
Heavy-duty  truck  axles  tough  enouc 
for  up  to 1,000,000  miles  of  service." 


Heavy-duty  trucking  is  tough  on  axles. 
That's  why  engineers  at  Rockwell's  Automotive 
businesses  applied  advanced  technology  to  design 
an  axle  to  take  a  pounding  and  keep  perf  orming  at 
.top  efficiency  for  as  many  as  a  million  miles. 

It  s  because  of  this  kind  of  technology  lead- 
ership'that  one-half  of  all  the  highway  tandem  trac- 
tors in  North  America  are  equipped  with  Rockwell 


axles.  We're  a  leading  supplier  of  brakes,  U-Jointsl 
and  other  components  for  trucks,  trailers,  buses, 
off -highway  equipment,  vans  and  passenger  cars.i 
Automotive  is  one  of  the  vital  businesses  < 
Rockwell  International,  a  $7  billion  worldwide, 
multi-industry  company.  We're  at  the  leading  edg| 
of  technology  in  our  other  principal  businesses  asj 
well:  Aerospace,  Electronics  and  General  Industrij 


BP  * 


control 

systems  for  the  U.b.  Navy's  new 
generation  of  fleet  ballistic 
missile  submarines. 


As  a  world  leader  in  industrial  valve 
technology,  our  Row  Control 
Division  has  supplied  Hypresphere® 
ball  valves  for  one  of  this  continent's 
longest  gas  transmission  pipelines. 


Contracts  have  been  signed  for 
full-scale  development  and 
production  go-ahead  on  the 
U.S.  Air  Force  B-1B  Long-Range 
Combat  Aircraft. 


Furthermore,  to  manage  these  technologies, 
ve've  developed  systems  that  are  as  advanced  as  the 
echnologies  themselves. 

We've  put  the  right  engineering  and  man- 
ifacturing  teams  together  with  the  right  manage- 
nent  to  meet  many  of  the  world's  unprecedented 
:hallenges. 


//  you  are  interested  in  any  of  the  products  of 
Rockwell  International  or  want  to  learn  more  about 
us,  write:  Rockwell  International,  Department  815R-2, 
600  Grant  Street,  Pittsburgh,  PA  15219. 


Rockwell  International 


...where  science  gets  down  to  business 


Aerospace/Electronics 
Automotive/General  Industries 


Streetwalker 


Fast  track  for 
Penn  Central? 

W-  hat's  Carl  Lindner  up  to  in  Penn 
Central?  The  canny  Cincinnatian 
isn't  talking;  he  never  is.  But  there  he 
sits  with  33%,  counting  convertible 
preferred,  of  the  conglomerate's  32 
million  common  shares.  There's  plen- 
ty to  like  in  Penn  Central's  arithme- 
tic. Cash  flow  this  year  could  hit  $450 
million.  That's  $15  a  share  on  a  stock 
that  sells  under  $30.  Reported  earn- 
ings for  1982  should  be  only  about  $3, 
less  than  198  l's  $3.50;  blame  the 
slowdown  in  the  oil  service  and  ener- 
gy-related industries,  which  contrib- 
ute 50%  of  revenues.  But  reported 
earnings  don't  tell  the  real  story.  Be- 
cause of  fat  tax  loss  carryforwards 
from  its  railroad  days,  the  company 
pays  no  income  taxes  but  reserves  for 
taxes  on  its  income  statement.  With- 
out that  fictional  deduction,  1982 
earnings  would  be  about  $4.75.  Six 
times  real  earnings;  two  times  cash 
flow.  That's  not  bad,  especially  when 
analysts  think  underlying  asset  value 
is  pushing  $50  a  share.  Debt  is  now 
down  to  just  $400  million,  less  than 
20%  of  total  capital,  and  now  the  cash 
is  starting  to  build  up.  A  Texas  group 
blocked  management  when  it  tried  to 
buy  Colt  Industries  in  1981  because  it 
thought  it  was  paying  too  much.  Any- 
how, now  The  Street  is  looking  either 
for  a  good-size  acquisition  or  a  pro- 
gram to  shrink  capitalization  by 
buying  in  shares.  Either  way,  Penn 
Central  stock,  which  has  been  in  a 
holding  pattern  for  better  than  two 
years  (range  $20  to  $32),  could  be  set 
for  a  nice  upward  move. — Richard  Stern 


What's  my  game? 

Chuck  Barris  made  his  name  pro- 
ducing funny  game  shows  for  TV. 
At  least  some  people  thought  they 
were  funny — for  a  while.  To  describe 
his  TV  series,  which  included  Tl)e 
Newlywed  Game  and  Vie  Gong  Show,  as 
schlock  is  to  give  them  the  benefit  of 
the  doubt.  But  at  one  time  they  were 
hot  stuff.  Barris  let  the  general  public 
in  on  Barris  Industries  in  1968,  selling 
28.5%  of  the  stock  and  hanging  on  to 
the  other  71.5%  (now  down  to  62%). 
When  the  TV  audiences  ceased  being 
amused  at  the  spectacle  of  people 
making  asses  of  themselves,  the 
shows  faded.  In  1980  Barris  Industries 
grossed  nearly  $39  million  and  netted 
$6.3  million,  $1  a  share.  Last  year  it 
grossed  under  $3  million.  The  stock, 
which  once  sold  as  high  as  8  Vi,  was 


just  over  $1  last  year.  The  programs, 
while  they  are  written  down  to  zilch 
and  still  yield  some  income,  are  a 
dwindling  asset.  The  company  earned 
only  8  cents  a  share  in  1982.  Never- 
theless, the  stock  came  to  life  lafe  last 


Chuck  Barris  of  Barris  Industries 
Would,  you  believe  home  paneling? 


year  and  jumped  to  $3.50.  What  it 
seems  to  have  going  for  it  is  a  cash 
kitty  that  came  to  $14.5  million  at  the 
end  of  its  May  1982  fiscal  year — better 
than  $2.60  a  share.  Since  then  $3.5 
million  of  that  has  gone  into  buying 
an  interest  in  a  smallish  New  York 
company  that  turns  out  vacuum 
cleaner  bags  and  paneling  for  houses. 
So,  it  looks  like  the  maker  of  schlock 
TV  programs  is  about  to  be  reborn  as  a 
schlock  conglomerate. — Thomas  Jaffe 


Elementary,  my 
dear  Wackenhut 

Everybody  seems  to  want  to  own  a 
detective  agency  these  days.  Last 
year  Borg- Warner  bought  Burns  Inter- 
national and  American  Brands  picked 
up  Pinkerton's — if  picked  up  is  the 
right  word  to  describe  an  outlay  of 
$160  million.  So,  when  is  the  third 
shoe  going  to  drop?  When  is  some- 
body going  to  buy  the  remaining  big 
protection  agency,  Wackenhut  Corp.? 
We  don't  know  the  answer,  but  who- 
ever does  will  need  a  very  fat  pocket- 
book  and  an  equally  rosy  view  of  the 
future.  Wackenhut,  traded  on  the  Big 
Board,  already  sells  at  17  times  last 
year's  earnings,  and  the  stock  has  dou- 
bled since  last  August.  At  26 Vi  it  sells 
for  4  times  book.  You  can't  justify 
that  price  on  fundamentals  alone. 
Sure,  earnings  will  be  up  nicely  again 
this  year,  and  sure,  Wackenhut  is  out 
front  with  those  fancy  new  electronic 
perimeter  devices.  But  we  have  bad 
news  for  those  who  hope  some  corpo- 
rate fat  cat  will  come  along  and  offer  6 
times  book  and  25  times  earnings. 
Wackhenhut  is  probably  not  for  sale. 
There  is  such  a  thing  as  a  family  com- 
pany, and  Wackenhut  has  all  the  ear- 


marks. Founder  George  Wackenhut 
and  his  wife  own  58%  of  the  3.5  mil- 
lion shares.  George  is  just  63,  Ruth 
60 — not  in  their  dotage.  A  son,  Rich- 
ard, and  a  daughter,  Jan,  work  for  the 
company.  None  of  the  four  seems  the 
sort  to  trade  the  business  for  some 
pieces  of  paper.  Even  in  business, 
money  isn't  everything. — T.J. 


Prospecting  in  stocks 

Newmont  Mining's  73-year-old 
Chairman  Plato  Malozemoff  un- 
derstands his  stock  markets  almost  as 
well  as  he  understands  his  geology. 
That's  why  when  you  read  about 
Newmont  these  days  it's  usually 
about  how  this  is  one  hell  of  a  gold 
mining  company.  Perhaps  that  ex- 
plains why  the  stock  is  so  strong,  re- 
cently trading  at  57,  up  from  a  1982 
low  of  28  (all  the  golds  have  been 
strong  since  interest  rates  started 
coming  down).  Fact  is,  though,  New- 
mont is  much  more  copper  than  gold. 
Of  its  $700  million  or  so  in  revenues 
last  year,  some  $300  million  came 
from  copper  and  only  $95  million 
from  gold.  In  December  Newmont  got 
even  deeper  into  copper,  announcing 
a  $75  million  deal  to  buy  a  Miami, 
Ariz,  mine  from  Cities  Service.  New- 
mont lost  money  on  copper  last  year, 
but  don't  worry.  That  Miami  mine  is 
a  low-cost  operation.  Because  its  pro- 
duction costs  are  under  80  cents  a 
pound,  Miami  can  make  money,  ex- 
cept when  things  are  as  rotten  as  right 
now.  Why  does  Newmont  want  more 
copper  when  even  a  low-cost  mine 
like  this  one  can't  make  it?  Consider 
this:  Even  with  its  mine  shut  down — 
because  copper  is  currently  selling  at 
only  70  cents  a  pound — Newmont  has 
a  hedge. 

Miami  is  sitting  on  an  inventory  of 
60  million  pounds  worth  $36  million 
under  even  the  most  dire  circum- 
stances. If  copper  goes  up,  Newmont 
reopens  the  mine  and  makes  a  tidy 
return  on  a  relatively  small  invest- 
ment. If  it  needs  money  to  cover  over- 
head while  shut  down,  it  can  sell  off 
inventory.  The  shrewd  Malozemoff 
probably  wasn't  surprised  by  the 
recent  strengthening  in  copper  prices, 
but  he  must  have  been  pleased.  He 
figures  copper  will  come  back.  It  al- 
ways has.  Meanwhile,  there's  gold. 
You  can  see  why  Newmont,  basically 
a  copper  company,  has  a  market  cap- 
italization double  Phelps  Dodge's, 
even  though  Phelps'  revenues  are 
slightly  higher  than  Newmont's. 
Imagination  counts. — T.J. 
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introduced  by  IBM  in  1973,  just  four 
years  after  Verbatim's  founding.  An- 
derson asked  IBM  if  he  could  license 
the  new  floppy  disk  technology.  IBM, 
more  interested  in  selling  million- 
dollar  computers  than  $5  disks,  said 
yes.  Verbatim  was  off  and  running. 

By  1979,  at  age  62,  Anderson  was 
worth  $14.7  million  on  paper. 

But  then  came  the  almost  fatal 
complacency.  By  1981  Anderson  was 
in  trouble.  Verbatim's  problems  start- 
ed with  a  small  oversight.  Every  flop- 
py disk  comes  in  a  black  plastic  jack- 
et, lined  with  a  soft  lubricated  cloth- 
like liner  that  protects  the  disk  and 
keeps  it  flexible.  Verbatim  changed 
the  liner  material  for  the  jackets  with- 
out doing  proper  testing.  The  new  lin- 
er caused  disks  to  fail  after  a  short 
period  of  use  because  they  absorbed 
too  much  lubricant,  causing  the  disks 
to  dry  out. 

Then  the  mistake  was  compounded 
when  the  company  changed  the 
chemical  coating  on  the  disks'  mag- 
netic surface.  That  caused  Verbatim 
floppies  to  wear  out  even  faster.  The 
t  only  solution  was  a  massive  recall.  In 
1980  and  1981  the  company  was 
forced  to  establish  a  $1.5  million  re- 
serve against  returns, 
i  Fortunately,  the  problems  were 
concentrated  in  Verbatim's  slower- 
growing  line  of  8-inch  floppies.  Its 
newer  5  Winch  line  was  unaffected, 
gut  market  share  in  8-inch  floppies 
n  .opped  from  around  45%  to  15%  and 
jeas  never  recovered, 
p  Clearly  there  was  something  seri- 
nusly  wrong.  Anderson  had  not  in- 
I  jailed  adequate  controls.  New  de- 
ir.'ms  had  been  rushed  into  produc- 
p<fon  without  adequate  testing, 
erustomers'  orders  got  mixed  up. 

ime  delivery  schedules  were 
ingssed  altogether.  Anderson's  pen- 
chant for  straying  off  into  new  tech- 
warogies  had  the  company  heavily 
nessmitted  to  an  expensive  develop- 
like  it  program.  That  involved  the 
litice  costly  rigid  disk  that  can  store 
pani:r  amounts  of  information  in 
he  dvalent  space.  Trouble  was,  the 
stortputer  makers  themselves  decid- 
stono  make  rigid  disks.  So  did  the 
Specnese. 

bette  fiscal  1980  (ended  June  30)  the 
and  pany  took  a  $2.3  million  writeoff 
Tcgid  disks.  Earnings  dropped  43% 
grablhat  year  alone.  Verbatim's  board 
feredly  acted.  They  brought  in  Mal- 
1 955i  Northrup,  a  seasoned  technology 
big  eager  from  Rockwell  Internation- 
nia.  semiconductor  division,  as  chief 
whoutive  in  January  1981.  Anderson, 
as  a  >  still  owns  over  20%  of  the  stock, 
derfileft  with  only  his  chairman's  title, 
me  ;  Northrup:  "The  company  needed 
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Streetwalker 


Fast  track  for 
Penn  Central? 

W.  hat's  Carl  Lindner  up  to  in  Penn 
Central?  The  canny  Cincinnatian 
isn't  talking;  he  never  is.  But  there  he 
sits  with  33%,  counting  convertible 
preferred,  of  the  conglomerate's  32 
million  common  shares.  There's  plen- 
ty to  like  in  Penn  Central's  arithme- 
tic. Cash  flow  this  year  could  hit  $450 
million.  That's  $15  a  share  on  a  stock 
that  sells  under  $30.  Reported  earn- 
ings for  1982  should  be  only  about  $3, 
less  than  1981's  $3.50;  blame  the 
slowdown  in  the  oil  service  and  ener- 
gy-related industries,  which  contrib- 
ute 50%  of  revenues.  But  reported 
earnings  don't  tell  the  real  story.  Be- 
cause of  fat  tax  loss  carryforwards 
from  its  railroad  days,  the  company 
pays  no  income  taxes  but  reserves  for 
taxes  on  its  income  statement.  With- 
out that  fictional  deduction,  1982 
earnings  would  be  about  $4.75.  Six 
times  real  earnings;  two  times  cash 
flow.  That's  not  bad,  especially  when 
analysts  think  underlying  asset  value 
is  pushing  $50  a  share.  Debt  is  now 
down  to  just  $400  million,  less  than 
20%  of  total  capital,  and  now  the  cash 
is  starting  to  build  up.  A  Texas  group 
blocked  management  when  it  tried  to 
buy  Colt  Industries  in  1981  because  it 
thought  it  was  paying  too  much.  Any- 
how, now  The  Street  is  looking  either 
for  a  good-size  acquisition  or  a  pro- 
gram to  shrink  capitalization  by 
buying  in  shares.  Either  way,  Penn 
Central  stock,  which  has  been  in  a 
holding  pattern  for  better  than  two 
years  (range  $20  to  $32),  could  be  set 
for  a  nice  upward  move. — Richard  Stern 


What's  my  game? 

Chuck  Barris  made  his  name  pro- 
ducing funny  game  shows  for  TV. 
At  least  some  people  thought  they 
were  funny — for  a  while.  To  describe 
his  TV  series,  which  included  The 
Newlywed  Game  and  Tl)e  Gong  Show,  as 
schlock  is  to  give  them  the  benefit  of 
the  doubt.  But  at  one  time  they  were 
hot  stuff.  Barris  let  the  general  public 
in  on  Barris  Industries  in  1968,  selling 
28.5%  of  the  stock  and  hanging  on  to 
the  other  71.5%  (now  down  to  62%). 
When  the  TV  audiences  ceased  being 
amused  at  the  spectacle  of  people 
making  asses  of  themselves,  the 
shows  faded.  In  1980  Barris  Industries 
grossed  nearly  $39  million  and  netted 
$6.3  million,  $1  a  share.  Last  year  it 
grossed  under  $3  million.  The  stock, 
which  once  sold  as  high  as  SVi,  was 


just  over  $1  last  year.  The  programs, 
while  they  are  written  down  to  zilch 
and  still  yield  some  income,  are  a 
dwindling  asset.  The  company  earned 
only  8  cents  a  share  in  1982.  Never- 
theless, the  stock  came  to  life  late'last 


Chuck  Barris  of  Barris  Industries 
Would  you  believe  home  paneling? 


year  and  jumped  to  $3.50.  What  it 
seems  to  have  going  for  it  is  a  cash 
kitty  that  came  to  $14.5  million  at  the 
end  of  its  May  1982  fiscal  year — better 
than  $2.60  a  share.  Since  then  $3.5 
million  of  that  has  gone  into  buying 
an  interest  in  a  smallish  New  York 
company  that  turns  out  vacuum 
cleaner  bags  and  paneling  for  houses. 
So,  it  looks  like  the  maker  of  schlock 
TV  programs  is  about  to  be  reborn  as  a 
schlock  conglomerate. — Thomas  Jaffe 


Elementary,  my 
dear  Wackenhut 

Everybody  seems  to  want  to  own  a 
detective  agency  these  days.  Last 
year  Borg-Warner  bought  Burns  Inter- 
national and  American  Brands  picked 
up  Pinkerton's — if  picked  up  is  the 
right  word  to  describe  an  outlay  of 
$160  million.  So,  when  is  the  third 
shoe  going  to  drop?  When  is  some- 
body going  to  buy  the  remaining  big 
protection  agency,  Wackenhut  Corp.? 
We  don't  know  the  answer,  but  who- 
ever does  will  need  a  very  fat  pocket- 
book  and  an  equally  rosy  view  of  the 
future.  Wackenhut,  traded  on  the  Big 
Board,  already  sells  at  17  times  last 
year's  earnings,  and  the  stock  has  dou- 
bled since  last  August.  At  261/2  it  sells 
for  4  times  book.  You  can't  justify 
that  price  on  fundamentals  alone. 
Sure,  earnings  will  be  up  nicely  again 
this  year,  and  sure,  Wackenhut  is  out 
front  with  those  fancy  new  electronic 
perimeter  devices.  But  we  have  bad 
news  for  those  who  hope  some  corpo- 
rate fat  cat  will  come  along  and  offer  6 
times  book  and  25  times  earnings. 
Wackhenhut  is  probably  not  for  sale. 
There  is  such  a  thing  as  a  family  com- 
pany, and  Wackenhut  has  all  the  ear- 


marks. Founder  George  Wackenhut 
and  his  wife  own  58%  of  the  3.5  mil- 
lion shares.  George  is  just  63,  Ruth 
60 — not  in  their  dotage.  A  son,  Rich- 
ard, and  a  daughter,  Jan,  work  for  the 
company.  None  of  the  four  seems  the 
sort  to  trade  the  business  for  some 
pieces  of  paper.  Even  in  business, 
money  isn't  everything. — T.J. 


Prospecting  in  stocks 

Newmont  Mining's  73-year-old 
Chairman  Plato  Malozemoff  un- 
derstands his  stock  markets  almost  as 
well  as  he  understands  his  geology. 
That's  why  when  you  read  about 
Newmont  these  days  it's  usually 
about  how  this  is  one  hell  of  a  gold 
mining  company.  Perhaps  that  ex- 
plains why  the  stock  is  so  strong,  re- 
cently trading  at  57,  up  from  a  1982 
low  of  28  (all  the  golds  have  been 
strong  since  interest  rates  started 
coming  down).  Fact  is,  though,  New- 
mont is  much  more  copper  than  gold. 
Of  its  $700  million  or  so  in  revenues 
last  year,  some  $300  million  came 
from  copper  and  only  $95  million 
from  gold.  In  December  Newmont  got 
even  deeper  into  copper,  announcing 
a  $75  million  deal  to  buy  a  Miami, 
Ariz,  mine  from  Cities  Service.  New- 
mont lost  money  on  copper  last  year, 
but  don't  worry.  That  Miami  mine  is 
a  low-cost  operation.  Because  its  pro- 
duction costs  are  under  80  cents  a 
pound,  Miami  can  make  money,  ex- 
cept when  things  are  as  rotten  as  right 
now.  Why  does  Newmont  want  more 
copper  when  even  a  low-cost  mine 
like  this  one  can't  make  it?  Consider 
this:  Even  with  its  mine  shut  down — 
because  copper  is  currently  selling  at 
only  70  cents  a  pound — Newmont  has 
a  hedge. 

Miami  is  sitting  on  an  inventory  of 
60  million  pounds  worth  $36  million 
under  even  the  most  dire  circum- 
stances. If  copper  goes  up,  Newmont 
reopens  the  mine  and  makes  a  tidy 
return  on  a  relatively  small  invest- 
ment. If  it  needs  money  to  cover  over- 
head while  shut  down,  it  can  sell  off 
inventory.  The  shrewd  Malozemoff 
probably  wasn't  surprised  by  the 
recent  strengthening  in  copper  prices, 
but  he  must  have  been  pleased.  He 
figures  copper  will  come  back.  It  al- 
ways has.  Meanwhile,  there's  gold. 
You  can  see  why  Newmont,  basically 
a  copper  company,  has  a  market  cap- 
italization double  Phelps  Dodge's, 
even  though  Phelps'  revenues  are 
slightly  higher  than  Newmont's. 
Imagination  counts. — T.J. 
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introduced  by  IBM  in  1973,  just  four 
years  after  Verbatim's  founding.  An- 
derson asked  IBM  if  he  could  license 
the  new  floppy  disk  technology.  IBM, 
more  interested  in  selling  million- 
dollar  computers  than  $5  disks,  said 
yes.  Verbatim  was  off  and  running. 

By  1979,  at  age  62,  Anderson  was 
worth  $14.7  million  on  paper. 

But  then  came  the  almost  fatal 
complacency.  By  1981  Anderson  was 
in  trouble.  Verbatim's  problems  start- 
ed with  a  small  oversight.  Every  flop- 
py disk  comes  in  a  black  plastic  jack- 
et, lined  with  a  soft  lubricated  cloth- 
like liner  that  protects  the  disk  and 
keeps  it  flexible.  Verbatim  changed 
the  liner  material  for  the  jackets  with- 
out doing  proper  testing.  The  new  lin- 
er caused  disks  to  fail  after  a  short 
period  of  use  because  they  absorbed 
too  much  lubricant,  causing  the  disks 
to  dry  out. 

Then  the  mistake  was  compounded 
when  the  company  changed  the 
chemical  coating  on  the  disks'  mag- 
netic surface.  That  caused  Verbatim 
floppies  to  wear  out  even  faster.  The 
only  solution  was  a  massive  recall.  In 
1980  and  1981  the  company  was 
forced  to  establish  a  $1.5  million  re- 
serve against  returns. 

Fortunately,  the  problems  were 
concentrated  in  Verbatim's  slower- 
growing  line  of  8-inch  floppies.  Its 
newer  S'A-inch  line  was  unaffected. 
But  market  share  in  8-inch  floppies 
dropped  from  around  45%  to  15%  and 
has  never  recovered. 

Clearly  there  was  something  seri- 
ously wrong.  Anderson  had  not  in- 
stalled adequate  controls.  New  de- 
signs had  been  rushed  into  produc- 
tion without  adequate  testing. 
Customers'  orders  got  mixed  up. 
Some  delivery  schedules  were 
missed  altogether.  Anderson's  pen- 
chant for  straying  off  into  new  tech- 
nologies had  the  company  heavily 
committed  to  an  expensive  develop- 
ment program.  That  involved  the 
more  costly  rigid  disk  that  can  store 
larger  amounts  of  information  in 
equivalent  space.  Trouble  was,  the 
computer  makers  themselves  decid- 
ed to  make  rigid  disks.  So  did  the 
Japanese. 

In  fiscal  1980  (ended  June  30)  the 
company  took  a  $2.3  million  writeoff 
on  rigid  disks.  Earnings  dropped  43% 
for  that  year  alone.  Verbatim's  board 
finally  acted.  They  brought  in  Mal- 
colm Northrup,  a  seasoned  technology 
manager  from  Rockwell  Internation- 
al's semiconductor  division,  as  chief 
executive  in  January  1981.  Anderson, 
who  still  owns  over  20%  of  the  stock, 
was  left  with  only  his  chairman's  title. 
Says  Northrup:  "The  company  needed 
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"It  scared  the  bejeebers  out  of  me!" 


The  Up  &  Comers 

leadership,  new  controls,  a  manage- 
ment structure." 

To  provide  that,  Northrup  brought 
in  a  new  vice  president  of  marketing 
from  Memorex,  one  of  Verbatim's 
competitors.  Verbatim's  manufactur- 
ing and  testing  procedures  were 
automated.  A  new  high-quality  disk 
brand-named  Datalife  was  intro- 
duced with  a  five-year  warranty,  a 
first  for  the  industry.  The  medicine 
worked.  Once  known  as  a  low-cost 
volume  producer  of  disks,  Verbatim 
began  to  acquire  a  reputation  even 
among  its  formerly  disenchanted 
customers  as  a  top-quality  producer. 
Soon  Northrup  had  the  company 
back  on  track.  Verbatim  closed  out 
its  1982  fiscal  year  with  sales  of 
$85  million,  up  from  $54  million 
the  previous  year,  and  with  income 
at  a  healthy  $9  million,  up  from  $1 
million. 

The  founder  is  gone  now  and 
Northrup,  at  43,  is  running  the  com- 
pany. His  job  is  no  sinecure.  Verba- 
tim has  its  hands  full  staying  on  top 
of  fast-changing  technology.  At  the 
moment  the  small  computer  indus- 
try is  all  abuzz  about  another  down- 
ward-size shift — to  3-inch  or  3Vi- 
inch  disks.  Northrup  thinks  that  the 
most  serious  threat  in  this  potential 
market  will  come  from  the  Japanese. 
Companies  like  Hitachi  Maxell, 
TDK,  Sony  and  Fuji  Photo  Film, 
which  are  all  experienced  in  making 
magnetic  tape,  have  been  talking 
about  getting  into  the  floppy  busi- 
ness as  a  logical  extension  of  their 
product  line.  If  they  were  to  grab 
significant  market  share  during  the 
downshift  to  smaller  disks,  Verbatim 
could  be  stranded  with  dominance 
only  in  older  lines. 

So  Northrup,  while  keeping  a 
sharp  eye  on  costs,  is  committing 
6%  of  sales  this  year  to  R&D,  in- 
creasing to  9%  of  sales  over  the  next 
five  years,  and  spending  in  excess  of 
$10  million  for  a  fully  automated 
plant  in  North  Carolina,  which  will 
eventually  make  these  new  micro- 
disks. To  finance  all  this,  Northrup 
will  have  to  keep  his  debt  up  and 
may  have  to  make  a  fresh  trip  to  the 
equity  markets. 

And  what  of  Anderson,  the  man 
who  started  it  all?  He  is  spending 
most  of  his  time  with  several  startup 
companies  he  has  invested  in.  "If  I 
saw  something  really  exciting,  I 
might  do  another  company,"  he  says  a 
bit  wistfully.  But  perhaps  next  time 
he  will  be  smart  enough  to  let  some- 
one else  run  it  for  him. 


Y'ou  could  blame  it  all  on  little 
Letha,  Pansy  Ellen  Essman's  first 
granddaughter.  When  she  was  born, 
some  20  years  ago,  Letha  was  a  diffi- 
cult child.  Her  42-year-old  grand- 
mother found  it  close  to  impossible  to 
hold  the  squealing,  squirming  infant 
while  bathing  her  in  the  tub. 

What  to  do?  "I  took  the  problem  to 
bed  with  me  and  dreamt  I  was  bathing 
her  in  this  sponge  pillow,"  she  recalls. 
"The  dream  was  so  vivid  I  couldn't 
get  it  out  of  my  mind."  She  awoke  in 
the  middle  of  the  night  with  an  idea 
for  a  sponge  product  to  cradle  a  child 
in  the  bath,  freeing  the  mother's 
hands  so  she  could  easily  clean  her 
baby.  Since  that  dream,  Essman,  now 
chairman  of  $5  million  (sales)  Atlan- 
ta-based Pansy  Ellen  Products,  Inc., 
has  sold  at  least  10  million  bath  aids. 

The  dream  took  shape  in  1969 
when  Essman  fashioned  a  machine 
out  of  scrap  metal  to  cut  a  baby-size 
cavity  out  of  brightly  colored  polyure- 
thane  sponge.  Then  she  moved  the 
business  into  an  old  chicken  coop  on 
her  mother's  property.  After  inspect- 
ing parts  at  Jennings  Electronics  dur- 
ing the  day,  she  retired  to  the  coop 
each  evening  and  weekend  to  work  as 
an  entrepreneur.  Nearby  children's 
shops,  which  first  agreed  to  sell  the 
product  on  consignment,  soon  began 
to  place  orders  and  pay  on  delivery. 

Then  came  a  threatening  letter 
from  Procter  &.  Gamble,  which  ob- 
jected to  her  Pamperette  brand  name. 
"It  scared  the  bejeebers  out  of  me!" 
she  says.  Essman  swallowed  a  $2,000 
packaging  loss  in  changing  the  prod- 
uct's name  to  Pansy-ette.  There  were 


Pansy  Ellen  Essman 

"I  took  the  problem  to  bed  with  me. 


other  mistakes.  Not  knowing  she 
could  bargain  down  prices,  she  over- 
paid for  materials.  At  her  first  trade 
show,  she  was  stuck  in  a  display 
booth  behind  a  door. 

But  by  1974  the  part-time  business 
was  producing  500  bath  aids  monthly 
at  $5  apiece  and  had  outgrown  the 
chicken  coop.  So,  at  55,  Essman  con- 
vinced relatives  to  put  up  $35,000, 
quit  her  $3.50-an-hour  job  and  moved 
into  a  larger  facility.  Sales  reps  agreed 
to  sell  the  product  nationally,  and 
with  two  employees  she  squeezed  out 
2,000  Pansy-ette  bath  aids  a  month. 

Enter  the  competition  with  a 
knockoff  product.  Margins  narrowed 
as  Essman  met  their  prices.  But  she 
found  the  experience  tough  going.  "I 
couldn't  do  everything,  and  I  knew  we 
couldn't  exist  too  long  with  just  one 
product,"  she  says.  So,  in  1978,  she 
had  the  good  sense  to  recruit  as  a 
partner  and  president  Tom  Gunnigle, 
then  marketing  director  for  a  small 
consumer  medical  products  company. 

With  Gunnigle's  support,  Essman 
has  since  expanded  her  product  line  to 
include  nursery  lamps,  baby  food  or- 
ganizers and  an  imported  line  of  high 
chairs,  strollers  and  hook-on  baby 
seats.  All  the  items  except  bath  aids 
and  lamps  are  made  by  outside  con- 
tractors using  the  Pansy  Ellen  brand 
name.  Sales  have  risen  tenfold  in  the 
past  four  years,  to  $5  million,  with 
healthy  pretax  margins  of  up  to  15%. 

Not  bad  for  a  business  dreamt  up  in 
a  deep  snooze.  As  for  the  mistakes?  "I 
didn't  make  mistakes,"  she  insists.  "I 
call  each  of  them  learning  curves,  and 
I  had  many  of  those." — John  A.  Byrne 
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Breathe  free. 


So  far,  we've  created  27  types  of 
comfortable,  economical  masks  that 
help  people  breathe  free  of  con- 
taminated air.  They  filter  out  dusts, 
pollens,  germs  and  toxic  fumes. 

3M  developed  these  lightweight, 
disposable  masks  over  20  years  ago 
at  the  request  of  one  company  with 
a  bad-air  problem. 

By  listening  to  people's  needs, 


we've  developed  many  innovative 
safety  and  security  products.  We've 
made  a  fire  extinguisher  foam  that 
floats  on  oil,  gas  and  solvent  fires 
and  smothers  them.  And  we've  made 
clothing  that  reflects  at  night. 

3M  has  pioneered  over  100  safety 
and  security  products.  And  it  all  began 
by  listening. 


3M  hears  you. 


^For  your  free  3M  Safety  &  Security 
Brochure,  write:  Department  040201  /3M, 
PO.  Box  4039,  St.  Paul,  MN  55104. 

Name  


Address. 
City  


State, 


Zip_ 


Or  call  toll-free:  1-800-323-1718, 

Operator  364.  (Illinois  residents  call 
1-800-942-8881.) 


3M 


If  you're  going  to  copy  a  successful  inno- 
vator, better  make  sure  you  have  some- 
thing to  offer  he  doesn't.  Has  Holt  Webster 
forgotten  that  principle? 

Sincerest 
flattery 


By  John  R.  Dorfman 

Ask  Holt  Webster,  chairman  of 
Airborne  Freight  Corp.,  what 
bhis  firm  has  to  offer  that  Feder- 
al Express  doesn't.  The  forthright 
Webster,  Airborne's  CEO  since  1968, 
hesitates  a  little.  "The  difference,"  he 
says,  "has  to  be  in  creating  a  superb 
service."  But  in  the  next  breath  he 
acknowledges  that  Federal's  service 
has  been  superb. 

Try  again.  "Federal  is  human.  They 
make  mistakes,  and  we  get  some  rub- 
off  that  way."  True,  but  not  a  clear 
definition  of  how  Airborne  intends  to 
compete  against  Fred  Smith's  phe- 
nomenally successful  company. 

Actually,  Webster  can  tick  off  some 
points  of  differentiation.  Airborne  can 
ship  later  because  it  is  a  freight  for- 
warder (placing  cargo  items  on  sched- 
uled airlines)  as  well  as  an  airline  it- 
self. "If  you  miss  Federal,  you  wait 
until  tomorrow,"  he  says.  That  gives 
Airborne  an  edge,  but  mainly  for  late- 
night  business  on  the  West  Coast. 
"Also,  we  can  move  shipments  on 
weekends."  Airborne  routinely  ships 
internationally,  while  Federal  Express 
doesn't.  And  Airborne  says  it  will  cut 
prices  more  than  Federal  for  regular 
commercial  customers.  (On  one-time 
business,  their  rates  are  essentially 
the  same.)  In  short,  Airborne  con- 
tends it  tries  harder. 

Does  all  this  add  up  to  enough  to 
give  Airborne  a  real  edge  against  far 
larger,  better  known,  better  financed 
Federal  Express?  It  had  better. 

Right  now  Airborne  occupies — pre- 
cariously— the  distant  number  two 
rung  on  the  overnight  small-package 
delivery  ladder.  Behind  it,  much  larg- 
er companies,  Emery  Air  Freight  and 
Purolator,  are  breathing  down  its 
neck.  Emery  offers  a  market  basket  of 
services,  at  various  prices  and  deliv- 


ery times.  Purolator  has  its  huge  fleet 
of  trucks,  which  gives  it  a  cost  edge  on 
short-haul  runs.  All  of  them  look  over 
their  shoulders  at  $5  billion  giant 
United  Parcel  Service — the  "Brown 
Giant" — which  began  dipping  its  for- 
midable toes  into  the  overnight  air 
freight  market  last  fall. 


Airborne  Freight  Chairman  Holt  Webster 
The  "Brown  Giant"  looms  behind. 


On  Airborne's  traditional  turf  as  an 
air  freight  forwarder,  it  ranks  a  poor 
number  three.  First  is  Emery,  which 
handles  about  800,000  large  (over  70 
pounds)  shipments  a  year.  Second  is 
Burlington  Northern  Air  Freight,  with 
about  680,000.  Airborne  ships  about 
300,000. 

The  excitement,  of  course,  is  in  the 


small-package  consumer  overnight 
delivery  business,  the  business  that 
Federal  Express  created.  Growth  here 
has  been  about  15%  to  25%  a  year,  vs. 
less  than  5%  in  the  large-package 
market.  That's  why  Airborne  jumped 
in,  buying  its  own  airline  in  1980. 
Like  Federal,  Airborne  uses  a  single 
hub.  Federal's  is  in  Memphis,  Air- 
borne's in  Wilmington,  Ohio,  adjoin- 
ing some  cornfields.  At  the  83,000- 
square-foot  facility,  Airborne  can  sort 
up  to  75,000  packages  a  night.  Be- 
tween 1:00  and  5:30  a.m.,  the  parcels 
move  along  2Vi  miles  of  belts.  Each 
incoming  shipment  is  processed  in 
3'/2  hours  or  less. 

But  only  about  a  third  of  the  cen- 
ter's capacity  is  being  used  now,  and 
only  half  the  space  on  Airborne's  22- 
plane  fleet  is  filled  with  small  express 
parcels.  The  rest  goes  to  less-profit- 
able larger  cargo  that  would  otherwise 
be  forwarded  on  major  airlines. 

"We  grew  less  rapidly  than  we  ex- 
pected," Webster  concedes.  "We 
didn't  realize  that  we  were  not 
known.  We  miscalculated  our  level  of 
awareness  quite  badly."  The  stakes  in 
this  gamble  are  high.  Once  debtless, 
Airborne  now  has  debt  around  40%  of 
total  capital.  From  1976  through  1979 
return  on  equity  was  near  30%.  In 
1981  it  was  under  8%. 

Webster  attributes  some  of  the 
slow  progress  in  small  packages  to  a 
late  start  in  advertising.  "We  couldn't 
advertise  our  service  until  it  was 
equal  to  Federal's,"  he  explains.  "Our 
service  wasn't  equal  to  Federal's  until 
about  [early  1982].  If  you  advertise  too 
soon,  people  will  try  you  once,  but 
they'll  dump  you  forever  if  they're 
dissatisfied." 

An  able  analyst  who  follows  the 
industry,  John  Pincavage  of  Paine 
Webber,  is  skeptical  of  Airborne's 
chances,  "Three  companies,"  he  says, 
"have  the  capital  mass  and  large  ship- 
ment base  needed  to  survive  in  that 
market  as  independent  entities.  They 
are  Federal  Express,  United  Parcel 
Service  and  Purolator." 

In  November  Federal  Express  ad- 
ministered another  turn  of  the  screw. 
It  started  advertising  delivery  not  by 
noon  but  by  10:30  a.m.  If  Airborne 
tries  to  match  this  new  service,  the 
expense  could  undermine  what  had 
been  shaping  up  as  a  profit  recovery 
for  1983,  predicts  Daniel  Nelson,  an 
analyst  with  Foster  &  Marshall/ 
American  Express  in  Seattle. 

Not  surprisingly,  Webster  inter- 
prets all  this  as  mere  growing  pains. 
But,  he  concedes,  "it's  very  difficult  to 
walk  in  and  say,  'Me  too.'  That  really 
doesn't  sell  anything."  It  really 
doesn't.  ■ 
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What  the  average 
business  Derson 


Dersonal  computers 

1  -i  /-'-mJT 


cou 
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a  12-page  ad 


There  are  more  people  in 
■■■■■■■i        more  places  doing  more 
I  things  with  Apples  than  with 

I       ilSr        ~"  I        any  other  personal  computer 

— — ^H^J  Which  is  saying  a  lot. 

"   ■   But  if  you're  like  most 

business  people  we've  talked 
|H^^HH«n        to,  you  still  don't  have  a  clear 

MSHI  understanding  of  what  a 

j^T^^^HSBlfSk      personal  computer  can  do  for 
feflt^^i^^MdbMiilH^k-^  you,  personally. 
1^^^^^^^^^^^^^^^ 1      So,  over  the  next  several 

pages,  we're  going  to  explain 
five  of  the  many  powers  an  Apple"  Personal  Computer  can 
bring  to  anyone  in  business.  In  basic  English. 

Since  we  invented  the  whole  idea  of  personal  computing, 
we  feel  it's  our  duty. 

Besides,  it's  a  lot  easier  to  explain  why  Apples  are  the  best 
personal  computers  to  people  who  understand  what  personal 
computers  are  for. 


For  example,  you  csu 


You  probably  know  "word 
processing"  as  a  secretarial 
function,  a  way  of  efficiently 
churning  out  stacks  of  letter- 
perfect  documents.  But  with 
an  Apple,  it's  a  personal  tool 


So  if  you  have  touchtyping  skills,    video  monitor.  And  when  you 
you  can  apply  them.  And  if  you     need  to  make  a  change,  there's 
don't,  you'll  find  you  really  don't    no  need  to  cross  things  out. 


need  them. 

Personal  word  processing  lets 
you  use  the  keyboard  at  your 


that  can  dramatically  improve  own  speed.  Before  your  words 
not  just  the  quantity,  but  also    ever  appear  on  paper, 


the  quality  of  your  writing. 

Moving  prose. 

The  Apple's  keyboard  is 
similar  to  a  typewriter's. 


you'll  see  them 
on  the 


Or  scribble.  Or  scrawl. 
Or  retype. 

Instead,  a  few  keystrokes 
allow  you  to  dart  instantly 
to  any  part  of  the  docu- 
ment, to  move  words, 
paragraphs  or  entire 
pages,  erasing  and 
replacing  them  in  a 
matter  of  seconds. 
And  when  you 
feel  the  text  is 
perfect,  your 
Apple  — 


void  the  draft. 


earned  with  the  printer  of 
rour  choice  —  can  put  it  down 
>n  paper. 
A  lot  faster  than  any  typist 

Play  tricks 
on  our 
memory. 

Most  business  people  find 
here  are  times  when  it  really 


Or  send  the  same  basic  letter 
customized  for  several  different 
companies?  Or  insert  new 
names  and  information  in  a 
standard  contract? 

Simply  load  the  document 
from  the  disk  back  into  the 
computer,  make  your  changes 
and  print  out  a  letter-perfect 
copy  every  time. 


A  better  choice 
of  words. 


There  are  more  word  pro- 
cessing programs  available 
for  Apples  than  for  any  other 
personal  computer. 

Including  our  advanced 
Apple  Writer  text-editing 
software,  for  both  the  Apple  II 
and  Apple  III. 


Dear  flustrfor-flrains. 

After  waning  gour  recent  shipment  to  us  of  298  dozen  defective 
Nehru  jackets.  I  would  personalis  like  to  string  you  up  bg 
jour  tabs. 

The  sample  ue  sent  gou  to  copy  happened  to  have  a  snail  cigarette 
burn  in  the  right  sleeve.  Do  gou  realize.  Rush-for-Brains, 
that  gou'sent  us  over  2,888  jackets  uith  that  burn  precisely 
duplicated  on  every  single  right  sleeve? 

fold  uho  ever  heard  of  Nehru  jackets  uith  lapels? 

It'll  be  cold  dag  in  Calcutta,  Rush-for-Brains,  before  ue  pay 
gou  one  red  cent. 


in  one  01  two  ways 


After  exaning  gour  recent  shipnent  to  us  of  288  dozen  defective 
Nehru  jackets.  I  uould  personally  like  to  string  gou  up  bg 
gour  tnunbs. 

The  swple  ue  sent  gou  to  copy  happened  to  have  a  snail  cigarette 
bum  in  the  right  sleeve.  Do  gou  realize,  Nr.  Ellis,  that  you 
sent  us  over  2,888  jackets  uith  that  burn  precisely  duplicated 
on  every  single  right  sleeve? 

(ind  uho  ever  heard  of  Nehru  jackets  uith  lapels?- 

It'll  be  cold  day  in  Calcutta,  Hr  Ellis,  before  ue  pay  gou  one 
red  cent 


>ur  first  draft  You  may  decide  "Mush-for-Brams  is 
appropriate  in  a  business  letter  With  one  simple 
mmand,  you  can  change  every  occurrence  of 
Aush-for-Brains  to  "Mr.  Ellis" 

>ays  to  remember  everything 
leyve  written.  Word  for  word. 
The  Apple  can  assist  them 
in  one  of  two  ways: 

By  putting  it 
on  paper, 
which  can 
be  filed 
away. 
Or  by 
storing  your 
document  on 
"floppy  disk"  to  be  recalled 
iter  (it's  smaller  than  a  45  rpm 
scord  and  holds  approximately 
8  pages -worth  of  double - 
paced  typing). 
Want  to  update  a  manual? 


You  did  that  in  an  instant.  And  it's  just  as  easy  to  delete 
words  and  whole  paragraphs.  As  soon  as  you  give  the 
command,  the  words  realign  themselves  in  perfect  form 

There's  even  a  feature  that 
lets  you  change  or  delete  speci- 
fic words  wherever  they  occur. 
So  every  reference  to  "Smith 
vs.  Jones"  can  be  changed  to 
"Mugwump  vs.  Gretzky,"  with 
one  simple  command. 


After  eunintng  gour  recent  shipnent  to  us  of  288  dozen  Nehru 
'  jackets.  I  regret  to  inform  you  that  the  entire  lot  uas 
found  defective.' 

,Jiere  uere  snail  bum  holes  in  the  right  Sleeve  of  every  jacket. 
In  addition,  ue  have, never  seen  Nehru  jackets  uith  lapels  before. 
All  «y  best  wishes  to  your  lovely  uife  and  children. 

.  Sincerely,  ' 


Brian  O'Neill 

Dice  President  of  Sales 


w  ^ 


Since  revisions  are  so  easy,  with  no  retyping  or  scrawled 
corrections,  you  may  decide  to  do  a  still  more  diplomatic 
rewrite.  Theres  even  a  program  that  will  catch  the 
misspelling  of  "-examining'' 

We  even  have  a  program 
that  catches  misspelled  words. 
And  another  that  will  keep 
the  names  and  addresses  of  all 
your  customers  at  your 
fingertips. 

Apple  also  offers  a  complete 
line  of  printers,  for  everything 
from  rough  drafts  to  finished 
letter- quality.  Some  can  even 
print  on  your  own  letterhead 
or  forms. 

All  of  which  makes  personal 
word  processing  very  good 
for  business. 

So  try  it  yourself. 

We  think  you'll  agree,  the 
Apple  is  mightier  than  the  pen. 


Or  seek  less  and  fin* 


In  the  business  world,  more 
than  anywhere,  its  important 
to  know  the  facts. 

And,  to  be  able  to  store 
and  retrieve  them  in  the  fastest 
and  most  efficient  method 
possible. 

That  method  is  "data  base 
management"— a  computer 
term  for  a  human  activity 
which,  if  you've  ever  looked 
up  a  word  in  a  dictionary 


or  a  number  in  a  phone  book, 
you're  quite  familiar  with. 

It's  not  what 
you  know. 
It's  how  you  know. 

Data  base  management  is 
the  most  common  application 
for  computers  of  all  types 
and  vital  to  the  world's 
governments 


and  major  corporations.  But 
since  the  advent  of  Apples, 
it's  also  become  a  powerful 
personal  tool. 

Because  when  you  turn 
your  paper  files  into  electronic 
files  with  an  Apple"  Personal 
Computer,  you  can  look  at 
what  you  need  to  know  in  ways 
you  never  knew  you  could. 
Paper  files  are  limited 
to  one  organizational 
scheme  —  either 


lore. 


lumbering  or  alphabetizing. 

But  electronic  files  can  be 
lutomatically  cross -tabulated  — 
o  you  can  get  any  information 
rou  want,  in  any  order  you 
pecify,  and  get  it  a  lot  faster 
rom  an  Apple  than  from  a  file 
:abinet. 

You  can  selectively  retrieve 
nformation  —  like  the  name 


File  ICHISAH  FASHION'S  REVIEU/MU'CHDNGE  Escape  Restore  Fori 
Selection  ml  records 
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Vuh  Apples  Quick  File  software,  you  can  easily  create 
lectronic  files  that  match  the  paper  files  you're  used  to 
vorking  with.  But  that's  theend  of  the  similarity,  because. 


ind  address  of  your  top  sales 
person  on  the  East  Coast. 
Or  you  can  generate  a  variety 
of  reports  —  like  a 

listing  of  all  your 
accounts  ranked 
alphabetically,  or 
by  profitability,  age, 
size,  or  any  other  way 
you  specify. 

Give  yourself 
instant  recall. 

It's  easy  to  understand  the 
value  of  data  base  manage  - 
nent  to  the  Pentagon  or  the 
RS.  But  what  can  it  do  for  you? 

Yes,  it  can  shrink  your  paper 
lies.  Apples  ProFile™  storage 
system  can  hold  up  to  3000 
3ages  of  double-spaced  text. 


Yes,  it  can  put  the  information 
you  need  at  your  fingertips  — 
sales  records,  personnel  files, 
expense  reports,  account  lists, 
appointment  calendars,  price 
lists  and  inventories. 

Those  benefits  alone  have 
paid  for  thousands  of  Apple 
systems,  providing  smaller 
businesses  and  departments 
efficiencies  once  available  only 
to  the  largest  organizations. 

But  for  you,  the  manager 
or  proprietor,  it  means  much 
more. 


as  a  management  tool. 

And  it  means  the  flexibility 
to  consider  information  easily 
in  many  different  ways, 
allowing  you  to  develop  an 
instinctive  feel  for  the  facts 
and  make  better  decisions. 

More  ways  to 
establish  order. 

There  are  more  ready-to-use 
data  management  programs 
available  for  Apples  than  for 
any  other  personal  computer 
you  can  buy.  Although  many 


Not  only  can  you  retrieve  information  selectively  in  an 
instant  —  whether  a  single  name  or  all  the  addresses  in  a 
certain  zip  code—  but  you  can  also  generate  a  variety  of 
reports  instantly  like  this  alphabetical  inventory  or. . . 

It  means  increased  personal 
productivity,  because  you 
spend  less  time  searching  for 
information  and  more  time 
deciding  how  to  use  it. 

It  means  a  totally  private 
information  library  you  can  use 


With  a  few  keystrokes,  you  can  look  at  the  same 
information  in  chronological  order.  Or,  for  that  matter,  in 
any  other  order  you  want—  by  merchandise  sold,  location, 
billing,  or  whatever  you  specify. 

are  specialized  packages  for 
specific  types  of  businesses, 
Apple  offers  several  data  base 
packages  adaptable  to  any 
office. 

Quick  File,  for  example, 
is  designed  for  individual  use 
by  managers  or  professionals. 

It's  easy  to  use,  extremely 
flexible  and  well- suited  to  a 
wide  variety  of  applications. 

And  for  your  information, 
Apple  has  more  ways  to 
obtain,  store  and  retrieve 
information  than  any  other 
personal  computer. 

But  there's  only  one  way 
to  know  that  for  yourself  —  see 
your  authorized  Apple  dealer. 
And  learn  how  to  manipulate 
the  facts  to  your  advantage. 


Or  turn  a  sea  of  dat 


Numbers  can  tell  you  a  lot. 

But  pictures  can  tell  you  a  lot 
more,  a  lot  faster. 

Just  imagine,  then,  what 
would  happen  if  your  personal 
computer  could  not  only 
generate  raw  information,  but 
also  give  you  a  clear  picture 
of  what  it  all  means  —  using 
clear  pictures. 

Well,  now  there's  something 


called  "business  graphics"  that 
makes  it  all  possible. 

More  ways  to  see 
what  you're  doing. 

That's  the  beauty  of  Apple" 
Business  Graphics. 

The  software  package  that 
gives  your  Apple  II  or 


Apple  III  Personal  Computer 
the  power  to  convert  rows  anc 
rows  of  numbers  —  or  pound: 
of  printout  —  into  one  simple 
colorful  and  comprehensible 
illustration. 
And  that  gives  you  the 

power,  for  examp 
to  understand 
relationships  ar 
comparisons 
in  a  complex 
market 
analysis. 
►  Without 
#     having  to 
spend 


lto  data  you  can  see* 


hours  sifting  through  dull  data, 
armed  with  little  more  than 
a  ruler,  a  compass  and  a  few 
not-so-magic  markers. 

With  Apple  Business 
Graphics,  all  you  do  is  enter 
the  data  or  transfer  it  directly 
from  your  VisiCalc  model 
or  other  computer  files.  Your 
Apple  will  take  it  from  there. 


Horizontal  bar  graph  (a  unique  feature  )  makes  u  easy  to 
compare  the  profitability  of  six  different  products  —from 
periwinkles  to  petunias. 

Helping  you  to  get  the  big 
picture  in  a  variety  of  ways. 
Line  or  area  graphs,  bar  graphs, 
pie  charts  or  scattergrams. 
Whichever  configuration  best 
suits  your  application. 

When  you're  done  charting 
market  shares  you  can  do  the 
same  with  forecasts,  budgets, 
stock  trends,  business  plans  or 
customer  demographics. 

Show  your  stuff* 

In  addition  to  helping  you 
better  visualize  results,  Apple 
Business  Graphics  can  make 
presentations  more 


presentable.  Because  whatever 
you  produce  can  be  rapidly 
and  easily  reproduced,  on 
virtually  any  printer  or  plotter 
on  the  market. 

Moreover,  sophisticated 
Apple  features  like  exploded 
views,  unlimited  overlays 
and  floating  titles  allow  your 
displays  remarkable  flexibility. 


NURSERY      MARKET  SHARE 

XCH  j^^M 

V  _ 


7b  get  the  overall  market  share  picture,  (and  any  other 
percentage  related  data),  khiban  management  consults  this 
easy-to- digest  pie  chart. 

And  a  choice  of  up  to  six 
colors  makes  them  remarkably 
colorful. 

By  combining  Apple  Busi- 
ness Graphics  with  various 
slide-show  packages,  charts 
and  graphs  on  your  monitor 


can  easily  be  converted  into 
impressive  transparencies 
and  slides. 

Getting  started 
in  pictures* 

Start  by  seeing  the  Apple 
Business  Graphics  package  up 
close  (at  any  of  the  over  1300 
authorized  Apple  dealers). 


With  many  types  of  graphs  to  choose  from,  khiban  has 
more  ways  to  see  exactly  how  its  annual  sales  blossomed  (or 
drooped)  relative  to  the  rest  of  the  market. 

You'll  see  how  it  can  generate 
more  types  of  pictures,  in 
more  colors,  using  more  data 
than  any  other  graphics 
package. 

You'll  also  see  what  all 
that  can  mean  to  you,  your 
accounting  firm,  your  import 
business,  or  your  chain  of 
quiche-on-a-bun  family 
restaurants. 

And,  how  easy  it  can  be  to 
produce  your  first  picture. 

All  with  Apple  Business 
Graphics.  So  try  it  yourself. 

And  draw  your  own 
conclusions. 


Or  make 


aw 


orkshee 


To  most  business  people,  a 
spreadsheet  is  just  a  piece  of 
paper  with  columns  running 
down  the  page  and  rows 
running  across. 

But,  when  you  fill  up  all 
those  rows  and  columns  with 
information- dates,  places, 
dollars— it  becomes  a  powerful 
business  tool.  Because  it's  a 
model  of  what's  going  on  in 
your  world. 

Now  imagine  what  would 


happen  if  you  could  move  that 
model  from  a  paper  worksheet 
to  an  electronic  worksheet. 

The  implications  are,  to  say 
the  least,  electrifying. 

Snap  decisions. 

When  teamed  with  VisiCalc" 
financial  software,  an  Apple" 
Personal  Computer  can 
help  anyone 
make 


better,  smarter,  faster  business 
decisions.  All  you  do  is 
choose  a  category  (Net  Profit, 
for  example),  enter  some 
information  (the  name  and 
cost  of  your  product),  then  do 
a  few  keystrokes.  That's  it. 

If  the  variables  change,  the 
computer  will  recalculate  the 
numbers  for  you  (advanced 
mathematical 
functions  and 
all  kinds  of 
business 
formulas 
are 

built-in). 


So  you  can  revise  budgets, 
business  plans,  sales  trends, 
stock  trends,  or  other  trends. 

And  do  it  in  seconds. Versus 
the  hours  or  days  it  used  to 
take  your  mechanical  pencil. 

Make  clearer 
forecasts. 

What  if,  next  month,  the 


decision,  before  you  actually 
make  it. 

So  you'll  know,  down  to 
the  dollar,  how  these  decisions 
will  affect  the  future  of  your 
budget.  Or  your  inventory. 
Or  your  investments.  Or  your 
tax  returns. 

Or  your  golf  game. 

Or  your  condo  in  Key  Largo. 


average  spreadsheet  can't  help 
you  there). 

Enter  Apple's  Senior 
Analyst.  A  powerful,  flexible 
program  for  corporate  planning 
and  financial  modeling.  It 
lets  you  print  out  formatted, 
easy^to-read  financial  reports, 
from  several  departments  or 
several  cities. 


An  Apple  teamed  with  VisiCalc  can  give  you  the  power  to 
rapidly  revise  and  compare  sales  totals,  market  share  or 
any  important  business  data. 


cost  of  making  a  product  rises 
four  percent  instead  of  three? 
What  if  vendors  hike  their . 
finance  charges  two  percent 
per  year  for  the  next  five  years? 
Or  what  if  the  department 
hires  another  six  employees  in 
the  third  quarter? 

An  Apple  armed  with 
VisiCalc  can  easily  answer  all 
of  the  above. 

And  let  you  experiment 
with  hundreds  of  other 

assumptions,  helping 
you  to  thoroughly 
analyze  the  impact 
of  any  business 


Using  the  built-in  split  screen  feature,  the  same  sales 
analysis  can  even  be  compared  to  projected  totals  for  more 
accurate  forecasting. 


What  if  "what  if ' 
isn't  enough? 

Very  often  it  isn't. 

Because  very  often  you  need 
to  turn  your  financial  findings 
into  reports  that  can  be  shared 
with  other  departments  (the 


Apples  Senior  Analyst  program  lets  you  consolidate  reports 
using  data  from  other  departments,  whether  they're  in 
L.A.,  S.F.,  or  the  Ichiban  home  office  in  Cucamonga. 


It  also  documents  every  step, 
in  English,  so  everyone  will 
know  how  you  reached  your 
conclusion.  It  even  has  built-in 
functions  for  depreciation, 
linear  regression  forecasting, 
and  other  powerful  virtues 
not  found  in  most  financial 
software  packages. 

And  Apples  can  run  more 
electronic  spreadsheet  soft- 
ware than  any  other  personal 
computer. 

But  there's  only  one  way 
to  appreciate  what  an  Apple 
can  do  for  your  worksheet. 

Play  around  with  it. 


send  mail  at  67Q( 


That's  about  the  speed  of 
light.  And  also  about  the  speed 
of  "electronic  mail." 

Which,  simply  stated,  is  a 
quick  and  inexpensive  way  of 
sending  any  information,  any- 
where, anytime. 

For  the  six  dollars  it  costs 
to  produce  and  mail 
a  typical 


business  letter,  you  could  ■ 
easily  splurge  on  a  patty  melt 
and  Perrier  at  The  Blue  Turtle . 

Or,  you  could  send  the 
same  letter  for  about  1/12  the 
cost  using  electronic  mail. 


Put  your  computer 
on  the  phone. 

This  exciting  technology 
enables  your  Apple"  Personal 
Computer  to  send  or  receive 
any  correspondence  to  any 
compatible  computer  over 

standard  phone  lines. 


10,000  mph. 


The  same  ones  your  voice  has 
been  using  for  years. 

So  there's  no  costly  hook-up 
expense.  All  you  need  is  an 
Apple  and  a  device  —  called 
a  modem  —  that  translates  the 
computer  s  electronic  codes 
into  fleet  phone  signals. 

Which,  in  turn,  can  actually 
move  messages  at  about  the 


MICRO  COURIER  STATUS-SEND'RECEIUE 
T I  HE  STARTED   12  80  CURRENT   TIME    12  00 
THE  SYSTEM   IS  CURRENTLY  •  HJTMITIH 
7        MESSAGE(S)   HAUE  BEEN  SENT 
3       MESSAGECS)  HAUE  BEEN  RECEIUED 
1  .     MESSAGEC  S  >  HAUE  YET  TO  BE  SENT 


TYPE  CTRL  H  TO  HALT  SEND  I NG/RECE I U I NG 
AFTER  CURRENT  TRANSMISSION/RECEPTION 
ANO  RETURN  TO  SENO/RECEIUE  MENU 

TYP£  CTRL  I  TO  STOP  SENDING /RECEIUING 
IMMEDIATELY 


The  first  thing  to  do  in  the  morning  is  check  your  mailbox. 
Micro-Courier  will  tell  you  how  many  letters  you've 
received,  print  them  out,  forward  them,  discard  them,  or 
save  those  you  want  in  the  computer  's  memory. 

speed  of  light.  As  opposed  to 
the  speed  of  the  U.S.  Mail. 

And  not  just  letters.  But 
memos,  charts  and  graphs, 
stock  reports,  VisiCalc*  reports, 
weather  reports  or  whatever. 
To  one  address.  Or  a  hundred. 

24 'hour  postal  service* 

Depending  on  the 
software  you  use,  your 
Apple  Personal 
Computer  can 
perform  a  number 
of  unusual  postal 
chores.  Functioning,  for 
example,  as  a  24-hour-a- 
day  mailroom.  Automatically 
sending  and  receiving 
messages,  unattended,  even 
late  at  night  (when  phone 


rates  are  lowest).  So,  instead  of 
paying  an  overnight  service 
nine  dollars  to  rush  a  four-page 
report  from  Winnemucca  to 
Wanamassa,  you  can  arrange 
to  have  it  sent  electronically— 
anytime  during  the  night  —  for 
less  than  40  cents. 

Your  Apple  will  also  let  you 
revise  messages  right  on  the 


MICRO  COURIER 
MAILBOX  DIRECTORY  MAINTENANCE 
DISPLAY  ASSIGNED  MAILBOX  ID'S 

t  &  §  &  &  £  $  |1  & 

1  1 11  1  II  i  43?  48  n 

51     E«     S3    3      55     33     57     58  59 

61     62     63     EE      65     66     67     EE  69 

71     72     73     Ef      75     76     77  79 

Eli    82     83    II    85    m    87     88  S3. 

91     92     93     94     95     96     97     98  HH 
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Like  the  Post  Office,  Micro-Courier  has  mailboxes  —  99  of 
them.  As  you  assign  them  to  different  people,  the  numbers 
appear  in  white  squares.  You  can  send  the  same  letter  to 
everyone  at  once  or  a  selected  few,  or  correspond  one-to-one. 

screen.  So  you  can  edit  at  the 
last  minute.  Or  comment 
on  incoming  mail,  and  send 
it  on  to  another  department. 
Another  office.  Another 
company.  Or  any  compatible 
computer  anywhere. 


It  can  even  record  the  date 
and  time  of  all  transactions. 
Sort,  file  or  print  them  out. 
And  keep  a  running  directory 
of  up-to-date  addresses. 

Dialing  for  data. 

Your  Apple  can  also  access 
larger  computers  that  function 
as  electronic  postal  centers. 

They  offer  subscribers  a 
central  electronic  "mailbox" 
and  a  number  of  message 
handling  services. 

But  that's  not  all.  These 
same  "data  banks"  provide 
users  with  access  to  a  wealth 


DEAR  MAURICE 

BIG   TROUBLE    IN  OSAKA     THE   WHOLE  PLANT. 
KENT   UP    IN  FLAMES     UE   LOST   OUR  ENTIRE 
I NUENTORY  OF  TOREADOR  PANTS  AND  THE 
SMELL  OF  BURNT  POLYESTER  HAS  PERUADED  ' 
MUCH  OF  THE  CITY. 

PLEASE  CONTACT   ICHIBAN  CASUALTY  LIFE 
6  (213)  622-7454  CONCERNING  RESTITUTION 
ON  YOUR  SHIPMENT .    OUR  POLICY  NUMBER  IS 
762783938473984948372893837372627363636 
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Electronic  mail  is  not  only  as  fast  as  a  phone  call,  it's 
generally  more  reliable  and  informative  than  a  phone  call. 
Because,  no  matter  how  elaborate  the  facts,  your  recipient 
will  see  them  in  black  and  white  (or  phosphor  green). 

of  services  and  information. 

So  you  can  use  your  Apple 
to  obtain  stock  quotes,  make 
travel  arrangements,  scan 
The  New  York  Times,  or  tap  an 
electronic  encyclopedia  that 
can  provide  detailed  answers 
to  diverse  queries  (if  you 
wish,  it  can  even  provide  you 
with  floor  plans  of  Czecho- 
slovakian  hospitals). 

And,  as  you  might  expect, 
there's  more  electronic  mail 
software  available  for  Apples 
than  for  any  other  personal 
computer  (including  the 
popular  Apple  Access  III  and 
Micro-Courier  programs). 

So  let  your  Apple  dealer  tell 
you  all  about  it.  You'll  get  the 
message  rather  quickly. 


And  what  we 
couldrit  fit  in 

this  ad 
could  fill  a  book 

Or  two. 


Personal  Computers  In  Business 


J 


A  Personal  Guide  to  Personal  Computers 


We've  prepared  two  new  booklets  that  explain 
what  personal  computers  are  all  about  and  how  they 
can  help  you  do  what  you  do. 

Personal  Guide  to  Personal  Computers  is  an  excellent 
general  introduction.  It'll  make  you  feel  comfortable 
in  any  computer  store  and  at  several  cocktail  parties. 
Personal  Computers  in  Business,  as  the  title  hints, 
shows  you  how  a  personal  computer  can 
help  you  run  your  own  business  or  manage 
part  of  one. 

Both  books  take  you  from  defining  your 
real  needs  to  becoming  a  canny  computer 
shopper.  And  both  are  available  at  your 
participating  authorized  Apple  dealer. 

For  the  location  of  the  dealer  nearest  you, 
or  for  information  on  our  National  Account 
Program,  call  (800)  538-9696.  In  California, 
(800)662-9238. 

Or  write:  Apple  Computer  Inc.,  Dept.  C, 
20525  Mariani  Ave.,  Cupertino,  CA  95014- 


The  most  personal  computer.  1Bp—jjCipplG 


registered  trademark  of  VisiCorp  ©  1983  Apple  Computer  Inc. 
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Numbers  Game 


Bankers  have  been  begging  accountants 
for  help  in  staying  afloat.  All  they  have 
gotten  for  their  trouble  is  a  slap  in  the  face 


A  leaden  life 
preserver 


By  Barbara  Rudolph 


ergers  as  a  method  of  saving 
struggling  banks  have  sud- 
denly been  put  in  jeopardy 
by  a  recent  FASB  exposure  draft  that 
significantly  changes  the  rules  on  pur- 
chase accounting. 

At  present,  when  a  healthy  savings 
bank  buys  an  ailing  bank  it  pays  for 
more  than  the  stated  market 
value  of  the  ailing  bank's  port- 
folio, which  may  contain 
things  like  7%  30-year  bonds. 
The  healthy  bank  is  willing  to 
pay  a  premium,  in  part,  be- 
cause some  day  those  bonds 
will  be  redeemable  at  their 
face  value.  The  ailing  bank 
doesn't  have  time  to  wait.  The 
healthier  one  does. 

That  premium  over  de- 
pressed market  value  is  con- 
sidered goodwill  by  the  ac- 
countants and  is  generally  am- 
ortized over  40  years.  Over 
those  40  years,  these  instru- 
ments are  coming  due  and 
paying  off  much  more  than 
their  depressed  book  values. 
Since  the  amortization  of  the 
purchase  price  is  stretched  out 
over  a  longer  period  of  time 
than  the  income,  the  bank  shows  ex- 
aggerated profits. 

Now  the  FASB  is  arguing  that  the 
amortization  of  goodwill  should  be 
done  over  a  shorter  period  than  40 
years — closer  to  the  life  of  those  old 
bonds  and  mortgages.  That  eliminates 
the  exaggerated  profits  that  are  the 
incentive  for  these  mergers.  Why  de- 
stroy the  one  device  that  has  helped 
keep  a  number  of  savings  and  loans 
running?  Well,  the  FASB  doesn't  like 


exaggerated  profits.  According  to  its 
proposal,  "The  Board  sees  an  unwar- 
ranted positive  effect  on  earnings" 
from  this  accounting,  which  should 
be  eliminated.  Why?  "It  has  harmed 
the  credibility  of  financial  reporting." 

It's  ironic.  With  the  banks  scream- 
ing for  accounting  relief  to  save  them 
from  catastrophe,  they  got  another  ca- 
tastrophe. Last  summer  Forbes  (July 


5,  1982)  speculated  that  the  banks,  in 
trying  to  get  purchase  accounting  lib- 
eralized, might  have  been  asking  for 
the  Queen  Elizabeth  2  when  all  they 
really  needed  was  a  life  preserver. 
What  they  got  was  an  anchor. 

"This  is  plain  silly  accounting," 
says  Astoria  Federal  Savings'  Execu- 
tive Vice  President  George  Engelke  Jr. 
"It  will  destroy  all  mergers."  Big  Eight 
accounting  firm  Arthur  Young  is  un- 
characteristically vocal  as  it  leads  the 


charge  against  the  FASB  proposal. 
"The  Board  has  missed  the  mark,  and 
observers  will  be  questioning  its 
credibility,"  says  Robert  McLendon, 
national  director  of  accounting  stan- 
dards at  Arthur  Young.  True,  there 
has  been  misuse  of  this  kind  of  pur- 
chase accounting.  Accountants  refer 
to  the  so-called  phoenixes,  in  which 
S&Ls  on  the  brink  of  collapse  merge 
and  suddenly  show  a  profit.  This  hap- 
pened in  the  merger  of  Knickerbocker 
Federal  Savings  &  Loan,  Ninth  Feder- 
al Savings  &.  Loan  and  First  Federal 
Savings  &.  Loan  of  Rochester.  That 
can  deceive  regulators  or  depositors 
into  thinking  the  banks  are  on  solid 
ground,  when  actually  they  are  no 
better  off  than  before  the  merger. 

But  by  proposing  to  shorten  the  am- 
ortization of  goodwill,  the  FASB  has 
thrown  the  baby  out  with  the  bathwa- 
ter— clearly  not  its  original  intent. 
Another  provision  of  the  proposals 
would  make  it  difficult  to  sell  off  the 
assets  of  the  acquired  bank  after  the 
merger.  Until  now,  those  assets  could 
be  sold  without  reducing  their  share 
of  goodwill.  Now,  the  FASB  argues 
that  the  goodwill  should  be  reduced 
also — really  forcing  a  writeoff  at  the 
time  those  old  assets  are  sold. 
-,  Not  the  kind  of  thing  to  in- 
spire a  banker  to  restructure 
his  portfolio. 

It  may  well  be  that  these 
changes  make  good  account- 
ing sense — theoretically.  Of 
course,  exaggerated  profits  are 
bad.  But  the  resultant  negative 
economic  effects  could  be  far 
worse.  Failed  banks  cause 
more  damage  than  inflated 
earnings.  Accounting  should 
describe  the  status  of  a  com- 
pany, not  alter  it. 

So  what  will  be  done? 
"Probably  you'll  see  some 
really  dreamy  kind  of  ac- 
counting" coming  out  of  the 
banks,  predicts  Astoria's  En- 
gelke. For  example,  the  bank- 
ers could  begin  to  call  good- 
will something  else,  so  that  it 
could  be  amortized  over  a  longer 
time  span. 

The  bankers  aren't  the  only  worried 
ones.  Accountants  and  executives  in 
other  struggling  industries  fear  a  fall- 
out. Says  Touche  Ross'  Robert  S.  Kay, 
director  of  financial  services:  "Once 
you  single  out  a  particular  industry  to 
discourage  purchase  accounting,  it's 
arbitrary  and  hard  to  maintain  that 
line.  Others  might  feel  some  guilt  by 
association."  ■ 
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Who  is  Siggi  Wilzig,  who  defied  the  Fed  for 
two  years?  fust  your  average  refugee,  spec- 
ulator, oilman,  banker  and  self-made  mil- 
lionaire, thats  all. 

The  battles  lost, 
the  war  won 


By  Ben  Weberman 
and  Robert  HcGough 

It  took  12  years  and  all  of  the 
power  of  the  Federal  Reserve 
Board — including  a  Supreme 
Court  decision  and  a  Federal  Reserve 
order — to  force  Siggi  B.  Wilzig  to  agree 
on  Dec.  21,  1982  that  Wilshire  Oil 
Co.,  an  oil  and  gas  exploration  com- 
pany, would  spin  off  its  90% -owned 
bank,  Trust  Co.  of  New  Jersey. 

But  Siggi  Wilzig  won  the  war  even  if 
he  lost  the  last  battle.  Why? 

Wilshire  defied  a  Dec.  31, 1980  dead- 
line in  the  Bank  Holding  Company  Act 
amendments  of  1970.  After  the  dead- 
line, no  industrial  company  was  sup- 
posed to  own  a  bank.  Wilzig  was  the 
only  one  of  the  400-odd  outfits  in- 
volved to  put  up  a  last-ditch  fight.  In 
fighting  he  won  considerable  advan- 
tages, both  for  his  bank  and  for  his 
small  oil  company.  The  oil  company 
was  able  to  shelter  the  bank's  profits, 
with  tax  credits  it  couldn't  use. 

Maintaining  "I  have  the  law  on  my 
side,"  Wilzig  consented  to  divestiture 
on  the  very  last  day  before  a  trustee 
holding  Wilshire's  shares  of  Trust  Co. 
would  have  been  ordered  by  federal 
courts  to  sell  the  stock. 

He  will  issue  about  112  shares  of 
Trust  Co.  for  each  1,000  Wilshire 
shares  to  Wilshire  holders.  So  the  two 
companies  will  be  separate  but  will 
have  the  same  stockholders.  Not  the 
least  of  whom  is  Wilzig. 

So  who  is  Siggi  Wilzig?  Among  oth- 
er things,  a  56-year-old  former  inmate 
of  Auschwitz.  He  is  also — as  the  staff 
at  the  Federal  Reserve  Board  is  now 
painfully  aware — "hard  driving  and  a 
creative  financial  thinker."  Further- 
more, he  is  lucky,  or  very  smart. 

"I  am  the  only  one  alive  of  a  high 
school  of  1.500,"  he  says  of  his  days  in 
Nazi  Germany.  His  father  was  beaten 


Wilzig  of  Trust  Co.  of  New  Jersey 
"I  have  the  law  on  my  side." 


to  death  in  his  presence;  his  mother 
was  killed,  too. 

He,  too,  would  have  been  extermin- 
ated, but  on  entering  the  concentra- 
tion camp  he  said  he  was  18  years  old, 
although  he  was  really  only  16.  That 
qualified  him  as  useful  slave  labor. 
Later,  all  those  under  18  and  over  45 
were  killed.  So,  lucky.  Or  smart.  And 
very  tough. 

Wilzig  made  some  money  in  the 
early  1960s  investing  in  Canadian  oil 
and  gas  stocks.  In  1964  he  convinced 
20  investors  to  join  him  in  buying 
17%  of  Wilshire  Oil  and  getting  board 
representation  but  not  control. 

Within  a  few  months,  the  president 
of  Wilshire  died,  and  the  majority  of 
the  board  members  asked  Wilzig  to 
take  over. 

From  a  company  with  pretax  in- 
come of  $69,000  in  1965,  Wilshire  has 
grown  enough  to  have  earnings  of 
over  $10  million  in  1982,  more  than 
double  the  previous  year. 

Wilzig  is  no  longer  formally  an  offi- 
cer of  Wilshire  Oil  Co.  He  has  chosen 
to  head  the  Trust  Co.  instead.  Bank 
earnings  have  grown  from  $500,000  in 
1980  to  $4.5  million  in  1981  and  be- 
tween $8  million  and  $10  million  in 
1982.  But  make  no  mistake:  Wilzig's 
presence  will  be  felt  at  Wilshire 


through  his  position  as  "consultant" 
and  through  his  ties  to  Nathan  White, 
his  hand-picked  successor.  So,  the 
Federal  Reserve  Board  was  hardly  a 
match  for  Wilzig,  all  of  5  feet  6. 

"Just  because  Volcker  screams  that 
we  are  wrong  doesn't  mean  we  are 
wrong,"  snaps  Wilzig.  "First  and  fore- 
most, the  law  defines  a  bank  as  one 
that  takes  demand  deposits  and 
makes  commercial  loans.  We  wanted 
to  tell  depositors  they  may  have  to 
give  14  days'  notice  before  withdraw- 
ing money.  This  would  eliminate  all 
demand  deposits." 

The  Fed  and  the  Supreme  Court 
vetoed  that  because  Wilshire  had  no 
intention  of  ever  actually  imposing 
the   14-day  notice.  Wilzig  shrugs. 

The  Fed  also  made  Wilzig  pay  a  fine 
of  $1,000  a  day  for  his  stubbornness. 
He  laughs.  "We  are  earning  $15,000  to 
$20,000  a  day  at  the  bank.  Only  some- 
one at  the  Fed  would  believe  that 
$1,000  a  day  is  a  penalty." 

Explaining  why  Wilsbire  is  not  suf- 
fering like  other  oil  companies — earn- 
ings were  up  about  100%  last  year, 
remember — he  says,  "We  have  always 
believed  that  one  drop  of  American  oil 
is  more  than  a  barrel  of  foreign  crude, 
so  we  have  never  explored  outside  of 
the  U.S.  and  Canada — even  before  the 
1973  Yom  Kippur  War,  which  made 
OPEC  so  powerful." 

The  company  actually  is  more  a  gas 
producer  than  an  oil  producer,  with 
revenues  from  natural  gas  exceeding 
oil  revenues  3-to-2.  This  mix  has  been 
fortunate;  while  oil  prices  weakened, 
the  gradual  deregulation  of  gas  prices 
buoyed  Wilshire's  earnings.  As  more 
of  the  gas  Wilshire  drills  qualifies  for 
higher  prices,  those  profits  will  ex- 
pand. In  early  1983  Wilshire  will  fin- 
ish a  payback  arrangement  with  Deni- 
son  Mines,  one  of  its  three  partners  in 
the  Gulf  of  Mexico.  Denison  current- 
ly takes  half  of  Wilshire's  interest  in 
gas  production  in  the  gulf,  but  later 
this  year  Wilshire's  share  of  the  rev- 
enues will  double  to  25%. 

The  cash  flow  from  bank  profits  and 
tax  savings  will  be  replaced  for  Wil- 
shire Oil  through  oil  and  gas  partner- 
ship joint  ventures.  "We  can  easily 
raise  $10  million  a  year  through  these 
shelters,"  says  Wilzig. 

What  will  happen  to  the  bank? 
"There  are  quite  a  few  weak  thrifts, 
which  can  be  acquired  at  low  cost," 
says  Wilzig.  The  bank  itself  will  be 
looking  for  bigger  customers  who 
want  larger  loans. 

Not  many  men  would  have  fought 
the  mighty  Fed  as  stubbornly — and 
shall  we  say  as  cynically — as  Wilzig 
did.  But  what's  the  Fed  when  you 
have  survived  the  Gestapo?  ■ 


64 


FORBES,  JANUARY  31,  1983 


THERE'S  NEW 

XC 

«3  GRAND  PRIX 


PONTIAC  GRAND  PRIX  U 

This  year,  the  sportiest  Grand  Prix  of  them 
all  is  fine-tuned  for  an  exciting  new  season. 

With  its  standard  3.8  liter  V:6  engine, 
available  5.0  liter  V-8,  or  available  5.7  liter 
V-8  diesel,"  Grand  Prix  LJ  absolutely  sings. 

Take  your  seat  in  the  available  front 
buckets  with  console  and  floor- mounted 
gearshift.  View  the  whole  show  on  LJ's 
handsome  instrument  panel  with 
available  rally  gages  and  tach.  Then  just 


tap  the  accelerator  and  enjoy  LJ's 
command  performance. 

For  open-air  excitement  add  on  LJ's 
available  hatch  roof,  Then  let  down  your 
hair  or  loosen  your  tie. 

You're  in  for  some  real  driving  pleasure. 

Some  Pontiacs  are  equipped  wilh  engines 
produced  by  other  GM  divisions,  subsidiaries 
or  affiliated  companies  worldwide  See 
your  Pontiac  dealer  for  details  ■ 
"Available  air  conditioning  required. 


PONTIAC  f  WE  BUILD  EXCITEMENT 


Hertz  introduces 
free  gifts  worth  getting. 


Now  when  you  rent  fr 
Like  leather  accessories  fr 


.  Hertz,  you  can 
Cartier.  And  only  1 1 


the  kind  of  top  quality  gifts  you'd  expect  from  #  1 . 
lertz  gives  you  so  many  different  gifts  to  choose  fron 


1  Rental 

Only  Hertz  gives  you  a  choice  of  7  free  gifts  for  just  one  rental.  You  can  walk  away  from  our  counter  with  a  Pierre  Cardir 
calculator  or  6  Titleist  golf  balls.  Or  send  us  the  coupon  you  receive  and  we'll  send  you  either  a  Cartier  leather  credit  card 
holder,  an  autographed  O.J.  Simpson  leather  football  from  Wilson,  a  varsity  plaid  stadium  blanket,  a  stuffed  Koala  bear,  or 
two  cans  of  Wilson  tennis  balls. 

Or  you  can  continue  to  save  coupons  given  to  you  with  each  rental  and  redeem  them  for  bigger  gifts. 


Choose  either  a  Cartier  leather  billfoW,  Wilson" 
basketball,  sports  bag,  Magnavox  AM/FM  radio, 
foldaway  luggage  carrier,  40  piece  tool  set,  or 
Gi%'enchy  umbrella. 


>ose  eithfr  a  Wilson  soccerbail,  Emerson  A. 
FM  portable  radio,  Pierre  Cardin  travel  alarm 
clock,  Reed  &  Barton  silver-plated  picture  frame, 
Windsor  AM/FM  stereo  receiver  with  head- 
phone, or  Fashion  Club  shoulder  bag. 


Choose  either  a  Cartier  leather  passpoTMWiULr, 
Spalding  racquetball  set,  Emerson  AM/FM  digi- 
tal clock  radio,  Emerson  portable  cassette  re- 
corder, Kodak  Tele- Sty lelite  camera,  or  Fashion 
Club  overnight  bag. 


For  complete  details,  call  Hertz  at 
1-800-654-3131  or  call  your  travel  con- 
sultant. Available  on  rentals  from  January  1 
through  March  31,1983  at  all  U.S.  corporate 
airport,  major  downtown  and  participating 
licensee  locations,  for  all  compact  or  larger 
car  classes.  Not  available  on  tour  packages 
or  special  promotional  rates. 


Choose  either  a  Cartier  leather 
lio,  12"  B&W  RCA  TV  set,  inflatable  2  man  boat, 
Ansco  35mm  camera,  men's  attache  briefcase, 
men's  or  women's  Citizen  date  watch,  or  Fashion 
Club  carryon  garment  bag. 


#1  For  Everyone. 

Hertz  rents  Fords  and  oiher*^&ne  cars. 


In  making  it  tough  for  foreigners  to  sell  goods  or  raise  capital  in 
Japan,  the  Nipponese  are  simply  exporting  their  domestic  politics. 
That's  why  it's  so  hard  for  them  to  make  meaningful  concessions. 


Black  ships 
are  coming? 


WP  as  it  just  another  of 
the  recession  statis- 
tics? Through  Novem- 
ber, Japan's  exports 
were  down  by  more  than 
13%  for  the  second  half  of  1982,  the 
biggest  peacetime  decline  since  the 
1938-41  period.  Behind  that  stark  fig- 
ure lies  a  dramatic  story,  one  that 
runs  counter  to  nearly  all  that  Ameri- 
cans are  seeing  and  hearing  about  Ja- 
pan's economy.  The  simple  fact  is 
that  the  Japanese  can  no  longer  go 
on  doing  business  in  the  way  that 
has  made  them  so  successful.  The 
nation  is  at  a  crossroads  and 
doesn't  know  which  way  to  turn. 

What  has  gone  wrong  for  Japan? 
It  has  yet  to  find  a  way  to  live  on 
good  economic  terms  with  its  nat- 
ural partners.  The  problem  is  that 
simple.  This  failure  arises  not  from 
bad  manners  but  from  an  attitude 
that  remains  essentially  provincial 
no  matter  how  worldly  the  Japa- 
nese become.  The  U.S.  has  often 
been  criticized  for  running  huge 
federal  deficits  and  thus  forcing  up 
interest  rates  throughout  the 
world.  Yet  the  Japanese  are  run- 
ning government  deficits  that  are 
far  bigger,  relatively  speaking — 
deficits  that  cause  serious  prob- 
lems for  Japan's  trading  partners. 
Japan's  problems  are  closely  inter- 
woven: domestic  politics,  interna- 
tional economics. 

You  will  not  find  this  in  any  of 
the  popular  tomes  that  try  to  ex- 
plain the  Japanese  success  story. 
Understanding  the  problem  begins 
on  the  platform  of  a  railroad  station 
in  Kanda,  a  small  town  on  the 
southern  Japanese  island  of  Kyu- 
shu, where  in  late  1982  a  group  of 
middle-aged  Americans  wearily 
waits  for  the  next  train.  It  has  been  a 
long,  hard  day  for  them  at  the  near- 


By  Norman  Gall 


by  Nissan  factory,  where  they  are 
learning  Japanese  ways  of  automak- 
ing.  Once  trained,  they  will  return 
home  to  Smyrna,  Tenn.,  near  Nash- 
ville, where  they  will  help  build  light 
trucks  in  Nissan's  brand-new  factory. 

These  veterans  of  Detroit  were 
lucky.  Out  of  85,000  job  seekers,  Nis- 
san will  hire  only  2,600,  and  only  375 


Recent  political  poster  in  Japan 
Japan's  heavily  subsidized  farmers  are 
fighting  hard  to  protect  their  home  mar- 
ket from  U.S.  agricultural  exports.  In 
this  poster,  put  out  by  the  Japanese 
farmers'  union,  a  bold  Hulk  dressed  as  a 
man  of  the  soil  is  fending  off  a  Super- 
man looking  more  than  a  little  like  Ron- 
ald Reagan  at  the  head  of  a  flying  col- 
umn of  American-produced  goods. 


were  picked  for  training  in  the  home 
plant.  Hundreds  of  thousands  of  their 
fellow  auto  workers  were  not  so 
lucky.  Their  jobs  were  wiped  out  in 
good  part  because  millions  of  their 
fellow  countrymen  apparently  pre- 
ferred Japanese  cars  to  American  cars. 

In  an  important  way  this  gathering 
of  Americans  in  the  Japanese  country- 
side symbolizes  the  new  problems  Ja- 
pan now  faces.  An  era  has  ended.  It 
was  an  era  of  free  trade,  an  era 
when  Japan  won  markets  with  ex- 
cellent products,  but  at  the  ex- 
pense of  jobs  and  profits  in  the 
countries  that  bought  the  Japanese 
goods.  But  now  the  customers  are 
beginning  to  close  their  markets  in 
order  to  protect  their  jobs.  To  hold 
on  to  some  of  the  foreign  markets 
that  they  have  so  painstakingly 
won,  Japanese  firms  must  begin 
manufacturing  abroad.  That  means 
they  export  capital  and  technology 
rather  than  physical  product.  That 
way  they  can  hold  their  markets, 
but  at  the  expense  of  fewer  jobs  in 
the  homeland  and  less  help  for  Ja- 
pan's balance  of  payments.  This  is 
the  process  that  has  brought  those 
Americans  halfway  around  the 
world  to  the  station  platform  at 
Kanda. 

Listen  for  a  moment  to  Keiji 
Miyamoto,  an  economist  in  the  In- 
dustrial Policy  Bureau  of  the  Min- 
istry of  International  Trade  &  In- 
dustry. Choosing  his  words  care- 
fully, Miyamoto  says:  "Just  when 
Japan  is  being  admired  for  its  eco- 
nomic power,  major  changes  are 
taking  place  within  the  industrial 
structure.  Japan's  future  economic 
performance  is  in  danger." 

That  new  Nissan  plant  in  Ten- 
nessee is  part  of  the  changing  in- 
dustrial structure  that  Miyamoto 
is  talking  about.  Exporting  capital 
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"Just  when  Japan  is 
being  admired  for  its 
power,  major  changes  are 
taking  place.  Japan's 
future  economic  per- 
formance is  in  danger." 


and  technology  to  Tennessee  is  not 
the  same  thing  as  manufacturing  in 
Kyushu,  but  Nissan  executives  know 
full  well  that  Japan  can  no  longer  ex- 
port motor  vehicles  over  the  unem- 
ployed bodies  of  American  workers. 

Japan's  great  industrial  strategy  of 
the  1960s  and  1970s  depended  heavily 
on  expanding  world  trade.  There 
seemed  to  be  room  for  everybody.  Had 
world  markets  been  static,  Japan  nev- 
er would  have  been  permitted  to 
make  the  great  gains  she  did.  It  was  on 
this  wave  of  expansion,  nurtured  by 
inflationary  easy  money,  that  Japan 
rode  from  poverty  to  economic  glory. 
It  was,  to  be  sure,  a  deserved  triumph, 
for  the  Japanese  worked  hard  and  pro- 
duced excellent  products  at  a  good 
price.  But  it  could  only  have  happened 
in  an  atmosphere  of  free  trade. 

Now,  that  nourishing  free  trade 
seems  to  be  drying  up.  Last  fall 
saw  the  biggest  drop  in  exports  from 
the  main  industrial  nations  since  the 
1974-75  recession.  And  Japan,  as  we 
have  seen,  was  not  exempt.  World 
trade  has  declined  for  two  years,  the 
longest  decline  since  World  War  II 
ended.  The  decline  may  end  this 
year — again,  it  may  not.  But  even  if 
the  slump  ends,  there  is  little  prospect 
that  world  trade  will  anytime  soon 
return  to  the  powerful  8%  growth  rate 
it  maintained  during  most  of  the  post- 
World  War  II  period.  In  a  no-growth  or 
low-growth  environment  Japan  will 
be  in  trouble. 

As  has  happened  in  our  own  Mid- 
west, excess  capacity  has  accumulat- 
ed in  Japan's  steel,  autos,  aluminum, 
plywood,  petrochemicals,  shipbuild- 
ing and  many  other  industries.  The 
excess  capacity  is  less  than  in  the 
U.S.,  but  Japan  is  not  accustomed  to 
such  things.  Surplus  capacity  in  old 
industries,  of  course,  is  nothing  new 
to  the  Japanese.  But  in  the  past  they 
simply  eased  it  out,  replacing  lost  jobs 
with  better  jobs  in  newer  industries — 


Japan's  vaunted  ability  to  phase  out 
"twilight"  industries  to  make  orderly 
way  for  new  ones.  A  prominent  Japa- 
nese economist  explains  why  this  no 
longer  works:  "Unfortunately,  poli- 
tics.is  now  involved,  and  we  are  being 
saddled  with  lots  of  expensive  eco- 
nomic relics."  Most  of  them  are  in  the 
heavy  industries  that  Japan  has  strug- 
gled 50  years  to  build. 

Today,  no  Japanese  government  can 
simply  let  major  industries  die.  Too 
many  hundreds  of  thousands  of  jobs 
depend  on  these  industries.  Japan  can 
no  longer  count  on  the  conquest  of 
newer  markets  abroad  to  soak  up  the 
displaced  workers.  Hence  what  this 
economist  calls  "relics." 

Just  30  miles  from  the  Nissan  plant 
at  Kanda  sprawls  Nippon  Steel's 
breathtaking  Yawata  Works.  Yawata 
is  one  of  the  relics — a  relic  of  Japan's 
long  campaign  to  build  heavy  indus- 
try. The  oldest  of  Japan's  famous  coast- 
al steelworks,  Yawata  began  making 
steel  in  1901,  the  year  that  the  Carne- 
gie and  Morgan  interests  joined  to 
form  U.S.  Steel.  The  plant  was  built 
after  Japan  obtained  access  to  high- 
grade  Chinese  iron  ore  following  its 
victory  in  the  1894-95  Sino- Japanese 
war.  During  World  War  II,  the  mill  was 
heavily  damaged  by  U.S.  bombing.  It 
was  rebuilt  shortly  after  the  war  with 
the  help  of  U.S.  technicians. 

Unlike  the  old  steel  plants  that 
have  closed  or  are  slowly  dying  in 
Pennsylvania,  New  York,  Ohio  and 
Indiana,  Yawata  remains  a  world- 
class  facility.  It  may  be  a  historical 
relic  but  it  is  not  a  technological  relic. 
Some  $3  billion  in  investments  have 
been  poured  into  this  mill  since  1973 
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alone,  in  the  most  recent  of  four 
postwar  modernization  programs.  Its 
oldest  facility  today  is  a  slabbing  mill 
that  began  working  in  1962. 

L'et  Yawata  today  is  in  trouble, 
along  with  much  of  the  rest  of  Japa- 
nese heavy  industry.  Japanese  steel 
absorbed  higher  energy  costs  after 
1973  by  switching  from  oil  to  coal  as 
singlemindedly  as  it  switched  from 
coal  to  oil  just  before  the  1973  oil 
shock.  Yawata's  work  force  has  been 
cut  from  61,000  in  1969  to  24,000  in 
1982.  By  these  ways,  Japanese  steel 
has  remained  the  standard-setter  in 
the  international  industry.  But  that  is 
no  longer  enough.  The  problem  today 
is  not  competitiveness,  but  politics 
and  markets.  Politics  dictates  that  the 
mills  keep  pouring.  But  the  available 
markets  are  increasingly  closed  or 
preempted  by  others. 

"Today  we  are  in  worse  shape  than 
after  the  1973  oil  shock,"  says  Michio 
Ashidate,  Yawata's  general  manager. 
"In  1973  we  could  take  measures  to 
rationalize  fuel  use  and  streamline 
operations,  but  now  these  economies 
already  have  been  made.  After  1973 
none  of  Nippon  Steel's  blast  furnaces 
stopped  working,  but  today  3  of  the 
company's  16  furnaces  have  been 
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shut  down.  Our  16-inch  seamless- 
pipe  plant,  which  started  in  1977,  has 
now  stopped  working."  Yawata  is 
working  at  only  70%  of  capacity. 
Most  American  steelmen  would  be 
delighted  to  get  back  to  70%,  but  Ja- 
pan is  simply  not  geared  to  anything 
less  than  capacity  operation. 

"We  have  a  six-inch  seamless-pipe 
plant  that's  supposed  to  begin  produc- 
ing in  April  1983,"  the  steelman  con- 
tinues, "but  Japanese  trading  compa- 
nies now  have  huge  stocks  of  pipe  in 
U.S.  warehouses  that  they  cannot 
sell.  Japanese  pipe  exports  to  the  U.S. 
are  down  52%  in  volume  this  year.  If 
bad  business  continues,  we'll  have  to 
suspend  more  operations.  Our  politi- 
cal and  social  structure  does  not  per- 
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We  may  have 
exaggerated  Japanese 
willingness  to  sacrifice. 
Unity  has  been  partially 
purchased  through 
liberal  use  of  pork- 
barrel  political  tactics. 


mit  us  to  fire  workers." 

Japanese  steel  production  peaked  at 
nearly  120  million  tons  in  1973  and 
has  been  winding  down  ever  since. 
Much  of  the  dramatic  shrinking  of 
Yawata's  work  force  over  the  past  two 
decades  was  achieved  by  sending 
skilled  workers  to  new  steel  plants. 

But  these  newer  plants,  too,  were 
built  for  an  export  market  that  never 
developed.  That  the  outside  world  no 
longer  needed  so  much  Japanese  steel 
was  in  good  part  Japan's  own  doing. 
They  engineered  the  new  steel  mills 
outside  Japan,  which  today  compete 
with  the  home  mills.  Kawasaki  engi- 
neered steel  mills  in  Brazil  and  the 
Philippines;  Kobe  Steel  in  Qatar,  Lib- 
ya and  Nigeria;  NKK  in  Brazil  and 
Turkey;  Nippon  Steel  in  China,  Ko- 
rea, Malaysia,  Brazil  and  Venezuela. 

Japan's  steel  industry  is  now  probing 
ways  of  stopping  imports  of  Korean 
steel  to  Japan  on  antidumping  grounds. 
Imports  from  Korea's  Pohang  Iron  & 
Steel  Co.  rose  from  almost  nothing  in 
1978  to  2  million  tons  in  1982.  Who 
designed  and  built  POSCO's  ultramo- 
dern works?  Nippon  Steel. 

One  of  the  little-known  facts  of 
world  trade  is  that  plant,  equipment 
and  capital  goods  now  generate  43% 
of  Japan's  exports.  In  this  way,  Japan 
is  hastening  the  decline  of  its  own 
exports  in  basic  industrial  products. 

Under  these  changing  circum- 
stances, Japan's  desperate  lack  of  raw 
materials  is  beginning  to  pinch.  U.S.- 
made  aluminum  now  can  be  imported 
into  Japan  at  40%  of  the  domestic 
price  because  it  takes  a  lot  of  electric- 
ity to  smelt  aluminum,  and  the  cost 
of  electricity  in  the  U.S.  is  one-fourth 
as  much  as  in  Japan.  Similarly,  the 
U.S.  price  of  ethylene  is  40%  the  Japa- 
nese domestic  price. 

It  is  against  this  background  that 
one  must  understand  Japanese  reluc- 
tance— inability  might  be  a  better 


way  of  putting  it — to  "open"  its  econ- 
omy. If  Japan  were  truly  to  open  its 
economy  to  imports,  large  sectors  of 
its  high-cost  industry  would  simply 
collapse.  The  U.S  seems  to  forget  this 
when  it  presses  Japan  to  open  its  mar- 
kets. The  cost  of  restricting  these 
markets  is  an  increase  in  anti-Japa- 
nese feeling  throughout  the  world. 
But  the  cost  of  opening  them  would 
be  even  worse,  and  would  involve  in- 
tolerable domestic  pressures.  So,  the 
Japanese  are  in  a  dilemma,  uncertain 
where  to  turn. 

From  the  American  point  of  view, 
the  Japanese  are  stubbornly  keeping 
out  foreign  goods.  But  to  the  Japanese, 
all  this  not-very-subtle  pressure  to 
open  her  domestic  market  conjures 
up  memories  of  the  "black  ships." 
This  is  a  reference  to  the  U.S.  Navy 
frigates  with  which  Commodore  Mat- 
thew C.  Perry  pried  a  reluctant  Japan 
open  to  world  trade  in  1853.  The  Japa- 
nese press  frequently  recalls  this  bit  of 
history  whenever  the  U.S.  puts  on 
pressure  for  the  opening  of  Japanese 
markets. 

In  late  1982,  U.S.  trade  negotiators 
began  getting  tough  in  their  15 -year- 
old  campaign  to  lift  Japanese  import 
quotas  on  beef  and  citrus  fruits. 
Reacting  bitterly,  Zenchu,  the  organi- 
zation representing  Japan's  politically 


powerful  and  heavily  subsidized  farm- 
ers, produced  a  remarkable  piece  of 
poster  art  that  delineates  more  than 
its  protectionist  position.  The  poster 
depicts  an  amiable,  patriotic  Japanese 
version  of  the  Hulk  (see  p.  67)  defend- 
ing the  home  islands  against  the  men- 
ace of  Ronald  Reagan  dressed  as  Su- 
perman, coming  out  of  the  sky  with  a 
horde  of  oranges,  lemons  and  mean- 
looking  steers  at  his  back.  A  modern 
version  of  the  black  ships. 

Such  symbolism  is  worth  noting 
because  it  demonstrates  a  side  of 
Japan  quite  contrary  to  the  confident, 
almost  cocky  face  Japanese  industry 
shows  to  the  world.  As  a  people  the 
Japanese  have  never  gotten  over  a  feel- 
ing of  vulnerability,  owing  to  their 
lack  of  raw  materials  and  their  crowd- 
ed islands.  This  insecurity  has  helped 
produce  the  fabled  Japanese  produc- 
tivity, but  it  also  has  produced  a 
closed  mentality  that  has  spawned 
the  sometimes  hypocritical  Japanese 
attitude  toward  trade. 

By  exporting  heavily  and  importing 
lightly,  the  Japanese  have  not  only 
exported  jobs,  they  have  also  exported 
a  good  many  of  their  domestic  political 
pressures.  The  outside  world  has  an 
exaggerated  idea  of  Japanese  unity,  of 
the  entire  Japanese  public's  willing- 
ness to  sacrifice  for  the  common  good. 
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The  fact  is  that  Japanese  unity  has 
been  partially  purchased  through  lib- 
eral use  of  pork-barrel  political  tactics. 

For  a  look  at  Japan's  particular  form 
of  pork  barrel,  Forbes  visited  Urasa,  a 
small  mountain  town  of  15,000  peo- 
ple. Approaching  Urasa,  the  new  To- 
kyo-to-Niigata  bullet  train  emerges 
from  the  world's  longest  mountain 
tunnel  and  gathers  speed  to  130  miles 
per  hour,  while  heading  west  across  a 
broad  delta  of  snow-covered  rice  pad- 
dies toward  the  Sea  of  Japan.  As  the 
train  glides  to  a  stop,  a  visitor  is  un- 
prepared for  the  grandiose  station.  It 
cost  $100  million.  This  for  an  obscure 
mountain  town. 

To  make  the  bullet  train's  speed 
feasible  and  safe,  engineers  bored  tun- 
nels along  40%  of  the  line  and  raised 
nearly  all  the  rest  on  elevated  con- 
crete viaducts  equipped  with  earth- 
quake sensing  devices.  Hot  water 
sprayers  melt  the  snow,  and  sound- 
containing  steel  curtains  protect  the 
quiet  for  the  benefit  of  the  nearby 
peasants  who  got  rich  selling  land  to 
the  Japanese  National  Railways.  Im- 
pressive, of  course,  but  costly  beyond 
the  bounds  of  common  sense. 

Gazing  through  the  window,  a  se- 
nior government  economist  muses: 
"In  the  1970s  the  bullet  trains  were  a 
symbol  of  national  integration.  But  in 


the  1980s  they  have  become  a  histori- 
cal relic."  Relics  again.  But  how  can 
these  technological  marvels  be  relics? 
The  Japanese  nods.  "Relics  of  a  high- 
growth  period  that  is  gone,"  he  says, 
explaining  that  this  particular  line, 
170  miles  long,  cost  $10  billion. 
That's  $60  million  a  mile.  It  makes  no 
economic  sense.  But  it  does  make  po- 
litical sense.  The  locals  vote  over- 
whelmingly for  the  ruling  Liberal 
Democratic  Party  (LDP),  which  has 
governed  Japan  since  1955.  When  the 
Japanese  economist  speaks  of  such 
things  as  relics  he  is  thinking  of  the 
burden  they  represent  for  the  Japanese 
taxpayer  and,  ultimately,  for  Japanese 
industry  as  well. 

Tlhe  sums  are  staggering — and  there 
is  no  other  label  for  such  projects 
than  pork  barrel.  Little  wonder  Ja- 
pan's federal  deficit  this  year  was  $70 
billion — 6.4%  of  the  gross  national 
product;  33%  of  the  federal  budget. 
America's  supply-side  deficits  pale 
into  insignificance.  And  all  this  with 
a  minimal  outlay  for  national  defense. 

Japan  uses  more  cement  than  the 
U.S.  every  year,  even  though  the  pop- 
ulation is  only  one-half  that  of  the 
U.S.  Why  is  so  much  cement  used? 
Because  cement  means  public  works 
construction. 
The  patron  saint  of  the  cement- 


makers  might  well  be  former  Prime 
Minister  Kakuei  Tanaka,  still  a  pow- 
erful figure  despite  his  involvement 
in  the  Lockheed  scandals  that  forced 
him  out  of  office.  He  was  an  expert  at 
the  old  game  of  buying  the  voters 
with  public  works  and  favors.  They 
love  Tanaka  in  Urasa. 

"Land  prices  around  here  have  risen 
50  times  since  construction  of  the 
new  Shinkansen  [bullet  train]  began," 
boasts  Koji  Myazaki,  a  newly  rich 
farmer  who  owned  some  choice  acre- 
age near  the  $100  million  Urasa  sta- 
tion. "We  got  together,  some  120  of  us 
neighbors,  and  sold  some  79  acres  of 
farmland  for  $64  million  [$810,000 
per  acre]  for  the  right  of  way."  Little 
wonder  land  prices  in  Japan  rose  19% 
yearly,  slightly  faster  than  govern- 
ment spending,  in  the  high-growth 
decades  (1954-74). 

As  prime  minister,  Tanaka  com- 
manded the  Japanese  National  Rail- 
ways to  take  a  kamikaze  dive  into  red 
ink  to  bring  the  bullet  train  to  his 
home  region.  He  summoned  its  offi- 
cials to  his  sumptuous  suburban  resi- 
dence— a  Japanese  equivalent  of  Rich- 
ard Nixon's  San  Clemente  com- 
pound— to  pick  out  the  station  sites 
himself.  He  also  called  in  Finance 
Ministry  bureaucrats  to  effect  a  rise  in 
public  works  outlays  and  land  prices. 


Japan's  savings  rate — 
can  they  bank  on  it? 

Were  it  not  for  one  of  the  world's 
highest  savings  rates,  Japan  couldn't 
sustain  huge  government  deficits  and 
invest  in  industry  as  well.  Back  in 
1930,  when  Japan  was  poor  and  the 
U.S.,  despite  the  onset  of  the  Depres- 
sion, was  rich,  they  both  saved  about 
5.8%  of  disposable  income.  The  chart 
shows  how  Japan's  savings  skyrocket- 
ed in  the  1930s  to  finance  big  budget 
deficits  and  preparations  for  war.  In 
the  1950s  and  1960s  savings  shot  up 
again  to  pay  for  postwar  economic 
development.  U.S.  savings  levels, 
meanwhile,  remained  roughly  the 
same.  Now  as  then,  saving  is  reward- 
ed in  Japan  (interest  earned  is  not 
taxed)  while  consumption  is  rewarded 
in  the  U.S.  (mortgage  interest  paid,  for 
example,  is  tax  deductible).  Thus,  the 
U.S.  has  trouble  investing  in  industry 
and  in  financing  government  deficits 
proportionately  much  smaller  than 
Japan's.  But  Japan's  savings  rate  has 
been  declining  since  1974,  even  as  its 
budget  deficits  were  growing.  Invest- 
ment in  manufacturing  is  suffering. 
The  savings  rate  is  still  formidable  by 
world  standards — but  will  it  be  ade- 
quate to  Japan's  needs  in  the  1980s? 
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Alternative 
lives. 


John  Updike  at  50  is  still  going  like  sixty: 
producing  characters  who  seem  larger 
than  the  books  they  live  it  i 

TIME  Magazine  was  a  mere  six  weeks  old 
when  a  patriarchal  Joseph  Conrad  appeared 
on  the  cover.  Since  then,  books  and  writers 
have  continued  to  be  front-page  news  in  TIME. 
Indeed,  TIME's  book  section  is  nothing  less  than 
a  running  history  of  twentieth-century  letters.  In 
which,  of  course,  Updike  looms  large. 

John  Updike  is  in  fact  a  two-cover  author, 
an  eminence  he  shares  with  Lewis,  Joyce  and 
Hemingway.  Since  his  first  appearance  on 
TIME's  cover  in  1968,  Updike's  productivity  has 
been  prodigious.  "No  oneT  TIME  observed, 
"has  written  so  well  in  so  many  ways!' 

TIME's  most  recent  Updike  cover  story 
celebrated,  among  other  things,  his  famous  style, 
that  of  small  details  observed  at  length,  and 
found  its  source  in  Updike's  unswerving  dedica- 
tion to  realistic  fiction:  to  the  business  of  telling  a 
story,  offering  swatches  of  alternative  lives,  like 
Bech's  and  Rabbit's,  that  refresh  and  inform 
one's  own  sense  of  the  actual. 

TIME  has  a  congruant  ambition  for  journal- 
ism: to  impart  a  fresh  perception  of  the  actual.  And 
it  explains  the  importance  of  books,  or  of  any  of 
the  arts,  in  TIME's  weekly  view  of  world  events. 
Literature,  painting,  the  performing  arts,  are  all 
glimpses  into  alternative  lives-intellectual,  emo- 
tional and  physical.  They  are 


what  Conrad,  years  ago,  called 
adventures  of  the  spirit,  and 
they  are  as  important  to  TIME 
as  battles  and  elections. 

Another  reason  that  29 
million  men  and  women 
around  the  world  read  TIME 
each  week. 


More  goes  into  it. 


He  asked,  by  the  way,  whether  some 
old  farmland  could  be  bought  by  the 
government  for  university  campuses 
in  rural  areas.  So  a  new  International 
University  is  under  construction  out- 
side Urasa. 

"We've  just  sold  land  to  the  new 
university,"  rich  peasant  Myazaki 
says  with  a  big  smile.  "Why  do  they 
pick  on  Tanaka?  He's  done  us  lots  of 
good.  He's  on  trial  for  taking  money 
from  Lockheed,  not  the  Japanese." 

W-  hile  Marxist-Leninists  around 
the  world  dogmatically  pursue 
the  illusion  of  a  worker-peasant  alli- 
ance, conservative  Japanese  politi- 
cians have  made  an  enduring  reality 
of  a  business-peasant  alliance,  based 
on  huge  transfers  of  money.  Like  most 
government  excesses,  this  one 
started  innocently,  even  be- 
nevolently. "Big  government 
spending  in  rural  districts  be- 
gan two  decades  ago  as  a 
Keynesian  measure  to  stimu- 
late demand  for  cars  and 
household  appliances,  for  ce- 
ment and  construction  ma- 
chinery," says  Yasuo  Ta- 
keyama,  managing  director  of 
the  Japan  Economic  Journal 
(Nihon  Kezai  Shimbun).  "This 
was  good  until  the  early  1970s, 
and  it  helped  build  support  for 
the  government  in  rural  areas, 
but  then  Keynesianism  got  out 
of  hand."  As  it  always  does. 

Tanaka 's  trial  for  allegedly 
taking  a  $2.5  million  bribe 
from  Lockheed  has  been  dron- 
ing on  for  six  years.  A  verdict 
is  expected  soon  but,  to  the 
present,  he  remains  Japan's 
most  powerful  politician  and 
the  central  figure  in  the  business- 
peasant  alliance.  Lockheed  was  only 
the  tip  of  the  iceberg.  Also  involved 
were  hundreds  of  millions  of  dollars 
in  kickbacks  and  political  contribu- 
tions from  real  estate  and  construc- 
tion companies  hungry  for  land  deals 
and  government  contracts. 

The  richness  of  the  patronage  avail- 
able to  the  politicians  comes  clear 
with  a  single  fact:  Japan  is  about  one 
twenty-fifth  the  size  of  the  U.S.,  but 
the  combined  market  value  of  all  its 
land  is  greater  than  that  of  the  U.S.  It 
is  a  land  where  every  square  meter  of 
land  is  a  potential  gold  mine — a  gold 
mine  that  can  be  salted  by  the  wave  of 
a  political  wand. 

A  jaunty,  fast-talking  64-year-old  of 
peasant  origins  who  has  become  to  his 
people  what  Huey  Long  once  was  to 
the  citizens  of  Louisiana,  Tanaka  con- 
tinues to  dominate  Japanese  politics 
by  raw  energy  and  cunning  and  by 
access  to  the  pork  barrel  and  to  huge 


amounts  of  money  to  pay  for  elec- 
tions. A  campaign  for  the  Diet  costs 
$2  million,  even  though  TV  advertis- 
ing is  banned  from  Japanese  elections, 
as  against  $500,000  to  $750,000  for 
intensely  contested  campaigns  for  the 
U.S.  House  of  Representatives. 

"You  are  lucky,"  Tanaka  tells  3,000 
farmers  sitting  on  mats  on  the  floor  of 
a  big  junior  high  school  gymnasium  in 
Urasa.  (Junior  high  school  gymnasi- 
ums in  rural  Japan  are  like  field 
houses  at  small  U.S.  colleges.)  "The 
new  Shinkansen  passes  by  your 
houses.  You  are  living  at  the  dawn  of 
the  history  of  Niigata  prefecture.  In 
your  past  suffering  you  have  sent 
many  sons  away — to  Tokyo,  Osaka, 
Brazil — and  envied  them  for  becom- 
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Mask  vendor  in  Kyoto 

By  the  year  2000  Japan  could  have  the  oldest 
population  among  industrial  states — bad  news 
for  productivity  and  wage  and  welfare  costs. 


ing  rich.  Now  they  envy  you  because 
you  are  the  lucky  ones.  We  are  at  a 
new  stage  of  Japan's  economic 
growth.  The  curve  is  not  so  steep,  but 
we  will  keep  moving  upward." 

The  curve  will  keep  climbing  up- 
ward only  if  the  business-peasant  alli- 
ance does  not  prove  too  expensive  to 
maintain.  Both  businessmen  and 
farmers  have  become  increasingly  de- 
pendent on  government  spending.  Be- 
tween 1973  and  1981  Japan's  govern- 
ment deficits  as  a  percentage  of  GNP 
were  as  much  as  three  times  or  more 
the  U.S.  average. 

Since  1973  government  borrowing 
has  multiplied  Japan's  public  debt 
eightfold,  from  one-fifteenth  to  one- 
third  of  GNP.  Japan's  burden  is  pro- 
portionately the  same  as  the  U.S.  fed- 
eral debt,  but  growing  faster.  Mean- 
while, according  to  the  Industrial 
Bank  of  Japan  (IBJ!,  growth  of  invest- 
ment in  industrial  plant  and  equip- 
ment has  flattened  to  zero  since  the 


1973  oil  shock,  after  growing  by  16% 
yearly  during  1965-73.  The  share  of 
manufacturing  investment  in  GNP 
has  declined  by  one-third  since  the 
1969-74  period,  while  falling  in  con- 
stant values  as  well.  As  a  share  of 
GNP,  Japanese  manufacturing  invest- 
ment shrank  from  9.4%  in  1970  to 
6.1%  in  1980.  That's  still  well  over 
the  U.S.'  4%  of  GNP,  but  the  U.S.  rate 
has  risen  while  the  Japanese  rate  was 
falling.  "We  see  this  as  a  bad  sign  for 
the  future,"  says  one  IBJ  executive. 
Sound  familiar?  Government  deficits 
hogging  investment  capital. 

As  a  key  part  of  the  expensive  wel- 
fare system  for  rural  Japan,  Japanese 
National  Railways  is  expected  to  lose 
$8.4  billion  in  fiscal  1982  (ending 
Mar.  31)  against  revenues  of 
$12.8  billion.  As  Japan's  big- 
gest employer,  JNR  supports 
400,000  active  workers  and 
350,000  pensioners.  Apart 
from  the  new  bullet  train, 
which  is  not  expected  to  make 
a  profit  for  at  least  20  years, 
JNR  must  maintain  thousands 
of  miles  of  moneylosing  local 
lines,  whose  daytime  passen- 
gers consist  mainly  of  school- 
children and  senior  citizens 
riding  free,  because  small- 
town governments  can  get 
politicians  to  force  the  railroad 
to  maintain  service. 

How  did  Japan,  a  once  aus- 
tere nation,  get  into  such  bad 
habits?  No  mystery.  For  a  long 
time  Japan  could  afford  this 
public  extravagance  because, 
with  its  powerful  economy, 
government  revenues  grew 
m^mm  faster  than  the  government 
could  spend  them.  Social  program 
outlays  were  growing  by  22%  yearly 
and  public  works  spending  by  24%  in 
the  four  years  before  the  1973  oil 
shock.  If  bonds  had  to  be  sold,  the 
high  Japanese  savings  rate  took  care  of 
that.  After  1973,  however,  economic 
growth  slowed  down  while  public 
spending  kept  growing.  Are  the  Japa- 
nese really  so  different? 

The  village  of  Ushiroyama  (Behind 
the  Mountain)  is  cradled  among  the 
jagged  hills  of  the  snow  country  of 
central  Japan,  some  20  minutes  along 
winding  roads  from  the  $100  million 
train  station  at  Urasa.  The  village's  51 
houses,  with  curved,  pagoda-style 
roofs,  are  threaded  by  a  narrow  paved 
road  that  winds  past  flower  gardens 
and  the  soft  greens  and  browns  of  ter- 
raced rice  fields  into  a  quiet  ravine.  In 
this  ravine  the  government  has  built  a 
small  dam  to  control  soil  erosion.  Be- 
cause the  cold  and  snow  of  Ushir- 
oyama make  these  hills  marginal  for 


74 


FORBES,  JANUARY  31,  1983 


rice  production,  the  villagers  used  to 
specialize  in  growing  silk — Japan's 
main  export  until  1929.  When  silk 
prices  collapsed  under  competition 
from  synthetics  during  the  Great  De- 
pression, there  was  great  suffering  and 
an  exodus  from  rural  Japan. 

But  today  the  once  impoverished 
peasants  now  live  better  than  many 
U.S.  farmers,  and  most  Japanese  city 
dwellers  as  well.  While  nine-tenths  of 
Japanese  farmers  still  live  on  handker- 
chief-size plots  (under  five  acres),  they 
own  their  land  now  and,  besides, 
nine-tenths  of  all  farm  families  earn 
most  of  their  money  in  town. 

Meet  Kazuji  Yamamoto.  Even 
though  he  earns  little  from  growing 
mountain  vegetables  and  govern- 
ment-subsidized rice  on  his  tiny  plot, 
Yamamoto,  43,  has  two  cars  and  all 
the  household  conveniences  one 
would  wish  (TV,  washer,  dryer,  etc.), 
thanks  to  his  outside  jobs. 

"I  like  it  here,"  he  says,  "it's  quiet 
and  beautiful.  My  children  go  to  the 
village  school  that  the  government 
maintains,  even  though  there  are  only 
12  pupils.  Next  year  my  daughter  will 
be  going  to  the  junior  high  school  in 
town  and  sleeping  in  the  dormitory 
they  provide  for  village  children.  In 
the  winter  I  earn  money  driving  a 
snowplow  along  village  roads  for  the 
government.  When  the  weather's 
good  I  work  on  construction  jobs." 

Such  jobs  are  plentiful  hereabouts. 
There's  the  $16  million  tunnel  now 
being  dug  so  the  villagers  of  Ushir- 
oyama,  at  a  cost  of  $300,000  per  fam- 
ily, can  leave  their  valley  more  easily 
when  it  snows. 

How  did  the  villagers  get  the  gov- 
ernment to  spend  so  much  on  them? 
"We  asked  Tanaka-san,"  they  reply. 

Since  the  U.S.  military  occupation 
ended  in  1952,  Japan's  per  capita 
income  has  soared  from  $188  to  about 
$10,000.  What's  more,  the  gains  have 
been  broadly  spread.  Income  distribu- 
tion in  Japan  is  far  more  even  than  in 
the  U.S.  In  the  1930s,  many  farmers 
were  selling  their  12-year-old  daugh- 
ters to  brothels  and  prison-like  fac- 
tories instead  of  sending  them  to  well- 
equipped  school  dormitories  in  near- 
by towns.  In  the  same  decade  the 
government  imported  rice  to  keep  ur- 
ban prices  and  wages  low,  while  today 
the  government  pays  farmers  up  to 
four  times  the  world  price  for  their 
rice.  In  other  words,  Japanese  farmers 
are  today  net  takers  from  the  system 
rather  than  net  contributors. 

But  even  as  Japan's  economy  begins 
to  bog  down  under  the  weight  of  lav- 
ish government  spending  and  shriv- 
eling world  trade,  the  country  clearly 
has  the  will  and  the  momentum  to 


But  postwar  conquests 
are  over  and  harder  times 
in  the  1980s  will  subject 
Japan  to  internal  social 
and  political  stresses  that 
have  been  in  abeyance  for 
nearly  30  years. 


remain  one  of  the  world's  formidable 
economies.  But  the  postwar  con- 
quests are  over  and  the  more  difficult 
economy  of  the  1980s  is  going  to  sub- 
ject Japan  to  internal  social  and  politi- 
cal stresses  that  have  been  in  abey- 
ance for  nearly  30  years. 

It  is  taking  nothing  away  from  the 
Japanese  export  triumphs  to  state  an 
inconvenient  fact:  that  they  have 
been  purchased  at  the  expense  of  con- 
siderable ill  will  in  the  rest  of  the 
industrial  world.  In  1981  Japan  ex- 
ported nearly  $30  billion  more  worth 
of  goods  to  the  U.S.  and  Western  Eu- 
rope than  it  bought  from  the  two  trad- 
ing areas.  More  than  half  that  favor- 
able balance  of  trade  was  with  the 
U.S.  Since  a  good  portion  of  the  Japa- 
nese goods  were  competitive  with  lo- 
cal manufactures,  the  bottom  line 
was  an  export  of  unemployment  from 
Japan  to  the  U.S.  and  Western  Europe. 

It  is  entirely  too  simple  to  put  all 
the  blame  on  Japan.  A  major  reason 
that  Americans  and  West  Europeans 
soak  up  Japanese  goods  is  that  their 
own  industries,  their  own  wage  rates, 
are  not  competitive.  Looked  at  this 
way,  in  exporting  its  own  domestic 
political  stresses,  the  Japanese  are  ex- 
acerbating domestic  problems  abroad. 

Back  for  a  moment  to  that  little 
band  of  Americans  on  the  station  plat- 
form at  Kanda.  By  building  a  plant  near 
Nashville,  a  Japanese  firm  becomes  an 
exporter  of  capital  rather  than  an  ex- 
porter of  unemployment.  Don't  they 
point  to  a  way  out  of  the  dilemma? 
Wouldn't  an  increase  in  the  export  of 
capital  from  Japan  help  break  the  im- 
passe? That  way  the  rest  of  the  world 
would  gain  access  to  Japan's  rich  flow 
of  savings,  much  as  happened  with 
Great  Britain  in  the  Victorian  age.  It 
won't  happen  with  Japan.  Japanese  do- 
mestic politics  get  in  the  way.  As  well 
as  making  it  difficult  for  foreign  goods 
to  penetrate  the  Japanese  market,  the 


Japanese  government  has  limited  for- 
eign access  to  Japanese  capital  mar- 
kets. There  are  domestic  political  rea- 
sons behind  this. 

Were  the  Japanese  to  allow  foreign- 
ers free  access  to  their  capital  mar- 
kets, higher  interest  rates  abroad 
would  suck  out  huge  sums  of  money. 
This  would  render  much  more  expen- 
sive the  financing  of  the  cavernous 
government  deficits.  In  fact,  this  is 
precisely  what  happened  when,  in  De- 
cember 1980,  the  Japanese  govern- 
ment experimented  with  the  removal 
of  most  of  its  restrictions  on  the  ex- 
port of  capital.  In  1980  a  bit  less  than 
$11  billion  in  long-term  capital  left 
Japan.  In  1981  the  figure  approached 
$23  billion  and  in  1982,  $28  billion.  In 
early  1982  the  government  all  but 
closed  the  window  again.  Today  Japan 
is  as  much  an  importer  of  capital  as  an 
exporter.  Because  its  domestic  finan- 
cial institutions  are  gagging  on  a 
forced  diet  of  Japanese  government 
bonds,  and  its  citizens  refuse  to  pay 
more  taxes,  the  government  has  taken 
to  selling  bonds  in  New  York  and 
London  as  a  means  of  avoiding  paying 
much  higher  interest  rates  at  home. 

James  A.  Abegglen,  Boston  Con- 
sulting Group's  leading  expert  on 
the  Japanese  economy,  puts  the  ques- 
tion in  admirable  perspective.  Says 
he:  "The  low-interest-rate  level  in  Ja- 
pan stems  from  the  inability  of  the 
Japanese  to  lend  or  invest  abroad  read- 
ily. If  the  yen  and  Japanese  lenders 
were  part  of  the  world  money  market, 
the  current  level  of  interest  rates  in 
Japan  could  not  be  maintained  and  the 
current  very  substantial  undervalua- 
tion of  the  yen  could  not  be  contin- 
ued. Interest  rates  would  have  to  be 
raised  instantly  and  drastically  to  pre- 
vent a  run  on  the  yen.  Resulting  high- 
er interest  rates  in  Japan  would  lead  to 
a  quick  revaluation  of  the  yen." 

Abegglen  thinks  the  trade  issue  is  a 
red  herring.  The  real  issue  is  the  cap- 
ital market.  Says  he:  "It  serves  the 
Japanese  very  well  to  allow  the  trade 
balance  issue  to  focus  on  trade  bar- 
riers. This  deflects  attention  from  the 
real  issue." 

To  put  it  bluntly,  U.S.  trade  negoti- 
ators are  knocking  on  the  wrong  door. 

What  conclusion,  then,  can  men  of 
goodwill  arrive  at?  That  both  sides  are 
to  blame.  The  West  for  failing  to  deal 
with  the  problem  of  excessive  wages 
and  obsolete  industry.  The  Japanese 
for  solving  domestic  problems  at  oth- 
er people's  expense.  Unless  both  sides 
are  willing  to  deal  with  tough  domes- 
tic political  problems,  the  prospects 
for  a  continued  growth  of  world  trade 
are  dim — and  without  such  growth, 
everybody's  prosperity  suffers.  ■ 
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Technology 


Viable  competition  from  Europe  and  bum- 
bling U.S.  policy  toward  the  Third  World 
are  dimming  NASA's  once  bright  hopes  of 
keeping  the  U.S.  number  one  in  space. 


"We  mean 
business" 


By  Rosemary  Brady 
and  Stephen  Kindel 


uatre.  Trois.  Deux.  Un."  The 
WW  157-foot-tall  Ariane  rocket, 
festooned  with  the  decals  of 
1 1  European  nations,  lifts  off  its 
launchpad  in  French  Guiana  in  a 
cloud  of  smoke.  It's  a  beautiful  take- 
off, but  14  minutes  into  the  flight 
something  goes  wrong.  And  14  min- 
utes into  the  flight  Europe's  best  tech- 
nological hope  plunges  quietly  into  a 
watery  grave.  With  it,  last  September, 
go  two  satellites,  developed  at  a  cost 
of  $130  million. 

Finis  to  Europe's  attempts  to  chal- 
lenge America's  hegemony  in  outer 
space?  Don't  bet  on  it.  Listen  to  Rich- 
ard Barnes,  NASA's  European  repre- 
sentative: "I  don't  know  any  responsi- 
ble NASA  official  who  doesn't  take 
the  Ariane  seriously.  It  is  a  very  credi- 
ble launcher." 

Barnes  is  not  just  some  government 
bureaucrat  hyping  the  news  in  hopes 
of  getting  his  agency's  budget  appro- 
priation raised.  In  space,  as  in  the 
commercial  air  lanes  of  the  world,  the 
U.S.  no  longer  has  a  irtual  monopoly. 
The  Ariane,  develo  :d  by  the  Europe- 
an Space  Agency  at  a  cost  of  $1  bil- 
lion, is  well  on  its  way  to  becoming  a 
commercial  success  as  well  as  a  tech- 
nological success. 

•  Orders  are  already  in  hand  worth 
$500  million  for  launches  between 
now  and  1986,  and  include  such  cus- 
tomers as  the  International  Telecom- 
munications Satellite  Organization 
(INTELSAT),  Western  Union,  South- 
ern Pacific  Communications  Co.  and 
the  Arab  Satellite  Communications 
Organization  (ARABSAT). 

•  France's  space  agency  CNES 
(Centre  National  d'Etudes  Spatiales) 
has  developed  a  remote  sensing  satel- 
lite designed  to  compete  directly  with 


Ariane  launcher  in  French  Guiana 
The  right  rocket  at  the  right  time. 

the  U.S.  Landsat  system.  It  has  al- 
ready found  favor  with  many  develop- 
ing nations,  which  dislike  the  Ameri- 
can policy  of  selling  data  on  national 
natural  resources  to  any  company 
paying  the  processing  costs.  France's 
satellite  data  will  be  marketed  solely 
to  subscribing  nations. 

•  A  consortium  formed  by  British 
Aerospace  and  the  French  company 
Matra  has  begun  bidding  aggressively 
against  U.S.  companies  for  interna- 
tional satellite  contracts,  most  re- 
cently in  Mexico. 

•  Ford  Aerospace,  traditionally  a 
prime  contractor  in  building  ad- 
vanced satellites,  is  in  a  subsidiary 
role  as  subcontractor  to  Aerospatiale, 
the  French  aviation  giant,  in  the  con- 
struction of  the  ARABSAT  system. 

The  U.S.  is  no  longer  the  only  game 


Edited  by  Stephen  Kindel 

in  town.  How  did  the  Europeans  barge 
into  space?  fust  as  the  European  air- 
craft manufacturers  saw  a  hole  in  the 
market  and  soared  their  wide-body 
Airbus  through  it  in  the  1970s,  so  too 
has  European  industry  spotted  two 
yawning  holes  in  space,  one  techno- 
logical and  one  chauvinistic. 

Says  Michel  Bignier,  director  of  the 
European  Space  Agency's  transporta- 
tion systems,  "The  first  aim  of  Ariane 
was  European  independence." 

Chauvinism  got  a  helping  hand 
when  NASA  unwisely  raised  its 
charges  to  the  Europeans.  Pierre 
Usunier,  director  of  the  space  and  bal- 
listic systems  division  of  Aerospa- 
tiale, recalls  that  NASA  boosted  the 
estimated  launch  fee  for  two  experi- 
mental Franco-German  satellites  by 
34%  in  the  mid-1970s.  The  Europeans 
grumbled  but  paid. 

NASA's  high-handedness,  though, 
came  at  a  time  when  the  U.S.  space 
agency  was  inadvertently  opening  up 
a  major  technological  opportunity  for 
the  Europeans.  That  chance  was  the 
Space  Shuttle.  When  NASA  started 
work  on  the  shuttle  in  the  early 
1970s,  it  optimistically  envisioned 
that  by  the  early  1980s  it  would  have 
five  reusable  orbital  vehicles  taking 
off  and  landing  every  two  weeks.  This 
would  mean  capacity  enough  to  take 
care  of  even  the  highest  growth  curve 
in  launches  through  the  rest  of  the 
decade.  To  marshal  resources  for  the 
shuttle  and  to  create  a  customer  base, 
NASA  decided  to  phase  out  its  ex- 
pendable Delta  and  Atlas  Centaur 
rockets,  products  now  directly  com- 
petitive with  the  Ariane. 

In  1977  the  shuttle  hit  technologi- 
cal snags,  and  budget  cuts  slowed  its 
development  schedule.  This  increased 
demand  for  rockets,  so  Ariane,  instead 
of  being  redundant,  was  the  right 
rocket  at  the  right  time  and  price. 
Subsidized  financing  by  the  Europe- 
ans made  it  even  more  so.  Thus  NASA 
was  forced  to  keep  shuttle  prices  low 
(despite  rising  costs)  to  stay  competi- 
tive with  Ariane  and  to  keep  its  hopes 
of  maintaining  its  current  U.S.  cus- 
tomer base  largely  intact.  While  prices 
for  a  typical  2,400-to-2, 800-pound  sat- 
ellite launch  run  at  $15  million  to  $17 
million  for  the  shuttle  now,  they  will 
rise  to  around  $27  million  in  1986.  A 
comparable  Ariane  launch  will  cost 
around  $30  million.  With  both  sides 
now  subsidizing  their  product,  says 
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The  dispute  at  the  22,300  mile  limit 


The  illustration  shows  U.S.  and  Canadian  satellites  Ecuador,  Colombia  and  Brazil  have  demanded  lucrative 
launched  over  the  Americas,  and  orbital  slots  applied  for,  orbital  slots  and  have  declared  orbits  above  their  coun- 
before  the  1979  WARC.  Since  then,  countries  such  as  tries  to  be  part  of  their  sovereign  airspace. 


Philip  Schneider,  Western  Union's 
vice  president  in  charge  of  satellites, 
"The  two  launchers  come  very  close 
to  each  other."  Most  satellite  opera- 
tors approve  of  European  competi- 
tion, he  adds,  because  it  forces  NASA 
to  keep  its  prices  low.  Says  Schneider: 
"We  expect  the  terms  to  get  better 
and  better." 

How  successful  has  NASA  been  in 
countering  the  European  competi- 
tion? "Ariane  taught  us  not  to  wait  for 
the  customers  to  come  to  us,"  declares 
Chester  Lee,  director  of  NASA's  cus- 
tomer relations  department.  Instead, 
NASA  has  jolted  into  action  and 
signed  contracts  with  Indonesia,  In- 
dia, Mexico  and  ARABSAT  (also  an 
Ariane  customer)  for  future  launches. 
It  has  convinced  GTE,  Western  Union 
and  Southern  Pacific  Co. — Ariane 
customers,  all — to  reserve  space  on 
future  flights. 

Still,  despite  what  Lee  calls  a 
"change  in  attitude  at  NASA,"  senior 
analyst  Gordon  Law  of  the  Congres- 


sional Office  of  Technology  Assess- 
ment complains  about  inconsistency 
and  lack  of  coordination  in  U.S.  space 
policy.  Law  blames  hard-line  Ameri- 
can policy  positions  on  controversial 
debates  about  the  satellite  business  in 
the  U.N.,  at  the  International  Tele- 
communications Union  and  at  the 
ITU's  World  Administrative  Radio 
Conference  (WARC)  in  1979  and  sub- 
sequent regional  conferences  (see  dia- 
gram above).  "The  Europeans  get  what 
they  want  by  taking  a  softly-softly 
approach  and  talking  one-on-one  with 
countries,"  Law  explains,  "but  the 
U.S.  comes  into  meetings  poorly  pre- 
pared and  then  bellicosely  stands  by 
principles  ignored  by  much  of  the  rest 
of  the  world."  That,  he  adds,  is  no  way 
to  put  money  in  the  bank,  especially 
when  potential  customers  have  an  al- 
ternative supplier  willing  to  do  busi- 
ness on  any  terms. 

Particularly  irksome  to  other  coun- 
tries has  been  the  U.S.  position  on  the 
allocation  of  orbital  launch  slots  in 


geosynchronous  space — that  band 
22,300  miles  above  the  earth  where  a 
satellite's  forward  speed  perfectly 
matches  the  orbital  rotation  speed  of 
the  earth,  so  that  the  satellite  appears 
to  hover  over  a  fixed  location.  Since 
the  start  of  the  space  age,  the  ITU  has 
allocated  these  orbital  slots  on  a  first- 
come,  first-served  basis.  When  the 
U.S.  was  the  only  nation  orbiting  sat- 
ellites, such  a  policy  was  fine.  But 
now  that  developing  nations  want  to 
orbit  their  own  satellites,  the  first- 
come,  first-served  policy  has  given 
way  to  an  international  consensus 
that  geosynchronous  space  is  a  limit- 
ed resource  that  ought  to  be  shared 
among  all  of  the  world's  nations.  As 
the  U.S.  has  resisted  demands  by  the 
Third  World  for  reserved  orbital  slots 
in  its  sector  of  space,  Europe  and  Afri- 
ca have  settled  differences  in  their 
portion  of  geosynchronous  space.  Lat- 
in American  nations,  unable  to  re- 
solve their  differences  with  the  U.S., 
have  taken  the  dubious  legal  tack  of 
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declaring  geosynchronous  space  to  be 
part  of  their  territorial  airspace. 

Why  should  the  Europeans  help  out 
cash-strapped  LDCs?  Avarice.  Europe 
can  offer  to  launch  satellites  for  devel- 
oping countries  in  return  for  the  own- 
ership or  lease  rights  to  several  tran- 
sponders— and  make  big  money  in  the 
process.  Consider  the  numbers:  A  sat- 
ellite can  carry  from  6  to  36  transpon- 
ders. Their  sale  can  yield  anywhere 
from  $72  million  to  $432  million  (the 
current  asking  price  for  transponders 
is  around  $12  million).  But  the  cost  of 
building  and  launching  a  satellite 
comes  to  only  about  $150  million. 
Europe  should  be  able  to  pay  gener- 


ously for,  say,  a  Congolese  satellite 
and  still  make  huge  profits  for  itself. 

Who  will  win  in  the  end?  Until 
1985  or  1986,  both  shuttle  and  Ariane 
are  fully  booked.  But  after  that,  too 
many  rockets  will  be  chasing  too  few 
satellites.  That's  when  shrewd  mar- 
keting and  the  willingness  to  do  busi- 
ness on  your  customers'  terms  will 
pay  off.  The  Europeans  don't  write  off 
NASA  at  this  stage.  They  know,  only 
too  well,  that  tough  international 
marketing  is  something  of  an  Ameri- 
can specialty.  But  British  Aerospace's 
Peter  Hickman  throws  down  the 
gauntlet:  "One  way  or  another,  Eu- 
rope will  have  its  market  share." 


Technology 


Plant  helpers 


Ask  any  farmer,  forester  or  nursery- 
man about  fertilizer,  and  he  will 
tell  you  the  same  thing:  Prices,  al- 
ready high,  are  headed  for  the  strato- 
sphere. That's  because  most  fertiliz- 
ers are  petroleum  or  natural  gas  de- 
rivatives. When  feedstock  prices  rise, 
up  goes  the  cost  of  anhydrous  ammo- 
nia, which  accounts  for  about  50%  of 
all  nitrogen-based  fertilizer  spread  on 
crops.  Phosphate-based  fertilizers  are 
less  expensive,  but  of  limited  value  to 
plants  that  do  not  receive  enough  of 
the  nitrogen  that  ammonia  fertilizers 
supply.  So  the  farmer  is  caught  in  a 
vicious  circle:  If  he  tries  to  economize 
on  ammonia,  he  can't  substitute 
phosphates,  and  his  crop  yield  and 
income  decline  at  harvest  time. 

But  farmers  must  fertilize  because 
plants  are  inefficient  users  of  their 
environment.  Nitrogen,  after  sun- 
light and  water,  is  a  plant's  most 
important  nutrient.  Though  it  makes 
up  78%  of  the  atmosphere,  it  is 
chemically  unavailable  to  plants  and 
must  be  provided  in  the  form  of 
ammonia.  What's  needed  are  ways  to 
help  plants  supply  more  of  their  own 
nutrition. 

Aside  from  genetic  modification  of 
plants,  which  is  long,  slow  and  chancy, 
the  major  research  into  helping  plants 
help  themselves  involves  natural 
agents — fungi  and  bacteria  that  live  in 
symbiosis  with  plants  in  the  soil.  For 
years,  farmers  have  known  that  legu- 
minous plants  such  as  soybeans,  alfalfa 
and  clover  could  put  back  into  the  soil 
nitrogen  that  had  been  stripped  out  by 
other  crops.  The  legumes'  ability  to 
supply  their  own  nitrogen  and  even 
leave  some  for  other  plants  comes 
largely  from  bacteria  called  Rhizobium 
that  forms  nodules  on  the  roots  of 
legumes.  It  thrives  on  the  carbohy- 
drates supplied  by  the  plant  and  gives 
off  nitrogen  as  a  waste  product.  This 
nitrogen  can  be  used  by  the  plant. 


By  now,  most  fields  have  enough 
Rhizobium  for  their  leguminous 
plants.  The  real  need  is  for  bacteria 
that  help  nonleguminous  plants — like 
corn,  wheat  and  cotton — to  supply 
more  of  their  own  nitrogen.  The  best 
results  so  far,  according  to  Dr.  Win- 
ston Brill,  director  of  research  at  Ce- 
tus  Madison  Corp.,  have  been  with 
corn.  Under  the  best  lab  conditions  a 
bacterium  called  azotobacter  can  now 
help  corn  supply  1%  of  its  nitrogen 
needs,  but  he  hopes  that  will  eventu- 
ally be  10%  and  points  out  that  the 
annual  bill  for  fertilizing  corn  in  the 
U.S.  is  approaching  $1  billion.  Other 
companies  putting  money  into  nonle- 
guminous research  include  Allied 
Corp.  and  Abbott  Laboratories.  Nei- 
ther will  have  products  available  for 
at  least  five  years. 

Another  target  of  research  is  my- 
corrhizal  fungi,  organisms  from  the 
mushroom  family  that  lie  dormant  in 
most  soil.  Some  strains  can  be  used 
to  improve  plant  growth  and  resis- 
tance to  disease.  Like  Rhizobium, 
these  fungi  live  in  symbiosis  with 
plants  at  their  roots.  The  fungi  often 
form  a  mantle  over  the  roots  that  in- 
creases the  host's  uptake  of  water  and 


nutrients,    particularly  phosphates. 

The  most  advanced  fungus  research 
to  date  has  been  on  ectomycorrhizal 
fungi,  a  type  beneficial  to  conifers. 
According  to  Donald  Kenny,  a  re- 
searcher at  Abbott  Laboratories,  pine 
trees  inoculated  with  fungi  have  a 
20%  higher  survival  rate  when  trans- 
planted from  nursery  to  field  and  per- 
haps a  10%  to  20%  faster  growth  rate 
than  untreated  seedlings.  The  prob- 
lem, says  Kenny,  is  producing  the 
fungi  in  large  enough  quantities  for  it 
to  have  commercial  value.  Battelle  In- 
stitute in  Columbus,  Ohio  says  it  has 
been  awarded  a  patent  for  a  method  of 
producing  mycorrhizal  fungi  on  a 
mass  scale,  which  should  be  welcome 
news  to  the  lumber  and  paper  compa- 
nies, which  now  plant  more  than  1 
million  acres  of  pine  trees  each  year. 

Even  more  interesting,  though  less 
advanced,  is  research  into  endomy- 
corrhizal  fungi,  which  are  beneficial  to 
a  wider  range  of  plants.  A  test  field  in 
England  produced  20%  more  potatoes 
when  fungi  were  added,  and  research- 
ers in  Florida  have  been  able  to  grow 
privet  hedges  and  viburnum  with  only 
two-thirds  of  the  fertilizer  normally 
used.  These  fungi  are  especially  useful 
to  growers  of  citrus  and  such  fruits  as 
plums  and  peaches,  which  are  poor 
users  of  nutrients  in  the  soil. 

Does  all  this  mean  that  fertilizer 
companies  should  close  their  doors? 
Not  by  a  long  shot.  Research  into  fer- 
tilizer substitutes  is  incomplete,  and 
effective  products  at  competitive 
costs  are  years  away. 

Still,  natural  agents  will  become  in- 
creasingly attractive  as  the  price  of 
fertilizer  rises,  and  there  is  hope  that 
by  the  time  the  need  is  urgent,  prod- 
ucts will  be  available. — Laura  Saunders 


Power 

Around  the  turn  of  the  century,  co- 
igeneration  was  something  of  a 
household  word.  Many  American  in- 
dustries regularly  used  the  electrical 
or  mechanical  and  thermal  energy 
produced  on  site  as  a  by-product  of 
such  processes  as  chemical  refining 
and  steelmaking.  But  along  came  cen- 
trally located  electrical  generating 
plants  and  cheap  fuel;  cogeneration 
shriveled  to  almost  nothing  by  the 
1970s.  A  few  utilities,  such  as  Con 
Edison  in  New  York,  continued  co- 
generation  through  the  sale  of  surplus 
steam  from  their  boilers  to  downtown 


to  spare 

office  buildings,  but  that  was  about  it. 

No  more.  Thanks  to  OPEC  and  new 
federal  legislation,  cogeneration  is 
making  a  healthy  comeback.  Some 
5%  of  total  U.S.  electrical  output  now 
derive*  from  cogenerative  systems,  up 
from  3%  in  1978,  and  the  arrow  is  still 
pointing  up.  The  current  $750  million 
market  for  equipment  and  design  en- 
gineering services  could  easily  grow 
to  $20  billion  by  the  end  of  the  de- 
cade. "Everyone  is  jumping  onto  the 
cogeneration  bandwagon,"  says 
George  Hatsopoulos,  president  of 
Thermo  Electron,  a  Waltham,  Mass. 
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supplier  of  cogeneration  systems,  and 
one  of  the  first  into  the  market. 

He  has  a  point.  "By  recapturing  and 
using  some  of  the  thermal  energy  nor- 
mally discharged  from  an  engine," 
says  a  study  by  Lehman  Brothers 
Kuhn  Loeb,  "a  cogenerating  system 
can  reduce  fuel  requirements  by  10% 
to  30%."  Ordinary  power  plants  are 
about  30%  efficient;  cogenerating  op- 
erations are  around  80%  fuel-effi- 
cient. Hoffmann-La  Roche,  for  exam- 
ple, a  Nutley,  N.J. -based  pharmaceu- 
ticals manufacturer,  expects  its  new 
$20  million,  24,000-kilowatt  cogener- 
ating plant  to  save  up  to  180,000  bar- 
rels of  number  6  residual  oil  a  year. 
Overall  energy  efficiency:  87%. 

There  are  capital  savings  as  well  as 
fuel  savings.  Ten  years  ago,  large  coal 
or  nuclear  plants  might  have  cost 
$300  a  kilowatt.  Today  the  price  can 
be  $3,000.  A  medium-size  cogenera- 
tion plant,  including  interest  during 
construction,  might  cost  $1,500  per 
kilowatt.  What's  more,  lag  time  for 
central  power  construction  can  be  ten 
years,  about  eight  more  than  a  cogen- 
erating system. 

Not  surprisingly,  then,  the  payback 


is  speedier  with  cogeneration  pro- 
cesses. Simpson  Paper  of  Anderson, 
Calif,  spent  $18.5  million  for  a  plant 
that  is  expected  to  pay  for  itself  in 
three  years.  The  1978  Public  Utilities 
Regulatory  Policies  Act  (PURPA)  en- 
courages companies  to  invest  in  co- 
generation  by  forcing  utilities  to  buy 
excess  generated  power  from  cogener- 
ators  at  the  "avoided  cost,"  the  price 
the  utilities  would  have  to  pay  if  they 
bought  the  power  from  a  different 
source,  such  as  a  new  power  plant  of 
their  own.  Says  a  spokesman  for  one 
of  the  big  companies  that  sells  tur- 
bines used  for  cogeneration,  "Some 
companies  wouldn't  have  gone  into  it 
if  they  couldn't  sell  the  power  back  to 
the  utility." 

Take  Hoffmann-La  Roche.  Its  diesel 
engine-driven  plant  will  sell  back 
5,000  kilowatts  of  surplus  power  to 
Jersey  Central  Power  &  Light  and  use 
1 7,000  for  on-site  use.  Jersey  Central's 
6  cents  per  kilowatt  avoided  cost  will 
mean  that  the  company's  total  invest- 
ment will  be  paid  back  in  four  years. 
Joseph  Meyer,  an  engineer  with  Pacif- 
ic Gas  &  Electric,  says  that  most  of 
the  61  cogeneration  contracts  to  pur- 


The  heat  recapture  cycle  of  cogeneration 

About  25%  of  the  energy  used  by  industry  goes  up  the  smokestack  as 
exhaust.  But  when  high-temperature  exhaust  gases  are  piped  into  the 
heating  system  of  a  boiler,  additional  energy  can  be  gleaned.  The  savings: 
as  much  as  30%  in  fuel  and  a  boost  in  efficiency  from  30%  to  80%. 
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chase  power  in  the  utility's  service 
area — northern  and  central  Califor- 
nia— have  started  since  PURPA. 

Not  unexpectedly,  utility  reaction 
has  been  mixed.  Some  fear  encroach- 
ment on  their  territory.  On  the  other 
hand,  some  utilities,  strapped  for 
cash,  appreciate  the  fact  that  cogener- 
ation can  save  them  capital  dollars.  A 
half  dozen  or  so  utilities,  including 
Pearl  River,  N.Y.'s  Orange  &.  Rock- 
land Utilities,  operate  subsidiaries  to 
promote  cogeneration  and  perhaps 
twice  that  number  are  planning  such 
a  move. 

Cogeneration  facilities  tend  to  clus- 
ter in  areas  that  are  heavily  dependent 
on  oil  or  natural  gas — California,  Tex- 
as, Louisiana  and  parts  of  the  North 
and  Northeast.  Users  tend  to  be 
among  those  who  are  heavy  consum- 
ers of  energy;  otherwise,  why  bother? 
According  to  recent  studies,  six  in- 
dustries— chemical,  steel,  petroleum 
refining,  pulp  and  paper,  food  process- 
ing and  textiles — are  most  likely  to 
use  cogeneration. 

In  1980  California  started  a  Cogen- 
eration Task  Force  to  promote  busi- 
ness and  municipality  development. 
The  state  now  produces  about  500 
megawatts  of  electricity  by  cogenera- 
tion out  of  a  national  total  of  13,000 
megawatts.  Under  California  law,  co- 
generation  projects  can  more  easily 
get  air  quality  permits,  are  exempted 
from  sales  tax  and  receive  accelerated 
depreciation  for  state  purposes.  They 
also  can  dig  into  special  funding  pro- 
grams that  make  low  interest  loans  to 
private  companies  for  construction  of 
cogeneration  projects. 

The  state  directed  Pacific  Gas  &. 
Electric  to  buy  electricity  from  cogen- 
erators  at  a  price  equal  to  the  most 
expensive  electricity  in  the  utility 
grid.  Nevertheless,  says  PG&E's  Jo- 
seph Meyer,  "Our  policy  is  to  make 
maximum  use  of  cogeneration  and 
other  resources  that  can  be  developed 
with  minimum  regulatory  risk,  cap- 
ital requirements  and  lead  time." 
PG&E  is  planning  the  development  of 
over  1.3  million  kilowatts  of  cogener- 
ation and  solid  waste  projects  by  the 
end  of  the  decade. 

At  least  65  U.S.  companies  have 
gotten  into  the  business  of  supplying 
or  designing  cogeneration  systems. 
Foreign  companies  are  eyeing  the  U.S. 
market  hungrily.  Firms  like  Britain's 
Rolls-Royce,  Switzerland's  Sulzer 
Brothers  and  Italy's  Fiat,  among  oth- 
ers, all  have  years  of  experience  in 
supplying  cogeneration  systems  to 
European  cities  and  factories.  The 
race  is  on  and  the  prize  is  a  glittering 
one. — Anne  Field 
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Meeting  Japan's  Challenge 
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IN  THE  WORLD. 


At  Motorola,  that's  a  long-held  belief.  More  than  that,  it's  a  long-term  business  principle. 

We've  been  operating  on  this  principle  for  at  least  fifteen  years.  And  we've  coined  a 
name  for  it.  We  call  it  Tool  Management  Culture  (TMC). 

TMC  means  supplying  every  employee  with  the  best  equipment  to  do  the  job. 
From  pencils  to  computers.  TMC  also  means  investing  the  resources  to  make  it  work.  And 
invest  we  do.  Of  1981's  capital  expenditures  of  $317  million,  nearly  70%  was  put 
behind  TMC. 

But  it  also  takes  employee  understanding  and  motivation  to  make  TMC  work. 
Because  employees  are  the  prime  movers  in  recommending  new  tools,  methods  and 
techniques. 

That's  where  our  Participative  Management  Program  has  been  a  tremendous  help. 
Because  this  program  not  only  makes 
every  employee  a  member  of  the  man- 
agement team,  it  allows  them  to  make 
recommendations  to  improve  their  own 
productivity. 

As  participants  in  management, 
Motorola  people  know  that  better  tools 
produce  better  quality,  higher  produc- 
tivity, increased  demand  in  the  market- 
place. And  that  helps  reduce  costs, 
preserve  jobs,  and  make  the  company's 
products  more  competitive. 

Take  our  Communications  Sector 
for  example.  With  thousands  of  people 
in  the  field  servicing  land  mobile  com- 
munications products  with  dozens  of 
separate  pieces  of  test  equipment,  our 
people  saw  a  need  for  something 
better.  So  they  invented  the  R2001,a  single  m-the-field  test  unit  that  could  handle  12 
functions  in  one  test  unit. 

There  isn't  another  piece  of  service  equipment  like  it.  Amazingly,  it  not  only  services 
all  Motorola's  land  mobile  communications  products,  it  can  service  anyone  else's. 
As  a  result,  the  R2001  has  expanded  the  test  equipment  market  for  us,  in  addition  to  pro- 
viding a  better  tool  for  our  own  people. 

Clearly,  it's  for  reasons  like  this  we're  a  world  leader  in  land  mobile  communications. 
And  it's  also  an  example  that  proves  our  point. 

Giving  people  the  right  tools  can  help  a  company  work  a  lot  smarter. 

But  to  give  them  the  right  tools,  you've  also  got  to  give  them  their  heads. 

And  once  you  do  that,  they'll  help  you  compete  with  anybody  at  home  or  abroad. 

(M)  MOTOROLA  A  World  Leader  in  Electronics. 
Quality  and  productivity  through  employee  participation  in  management. 


Motorola  s  R2001  In  one  "m-the-held"  test  unit  a  signal  generator,  a  frequency, 
modulation,  and  RF  power  meter  a  spectrum  analyzer  a  duplex  generator,  RF  memory 
tables,  a  code  synthesizer  an  audio  frequency  counter,  a  digital  voltmeter,  an  oscilloscope, 


and  a  sweep  generator 
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Sheepish  bull 

If  you  want  a  case  for  plunging  into 
stocks,  don't  ask  bull  market  super- 
star Peter  Lynch.  The  brains  behind 
the  Fidelity  Magellan  mutual  fund, 
which  is  showing  a  chart-topping 
485%  gain  over  the  five  years  ending 
last  Dec.  31,  Lynch  nevertheless  re- 
mains outspokenly  skeptical  about 
the  present  stock  market. 

"If  anyone  asked  me  an  hour  before 
the  market  took  off  in  August,  I 
would  never  have  recommended 
buying  stocks."  he  says.  "The  econo- 
my was  looking  awful.  What  scares 
me  is  that  nothing  much  has  changed 
economically  since." 


Even  so,  Lynch  has  steered  Magel- 
lan, which  accounts  for  S450  million 
of  Boston-based  Fidelity  Management 
&  Research  Co.'s  $15  billion  total  as- 
sets, to  the  best  five-year  performance 
of  any  diversified  fund.  |To  his  cha- 
grin, three  gold  funds  squeaked  ahead 
in  the  last  quarter  of  1982,  depriving 
him  of  the  all-comers'  crown. I  He  was 
never  tempted  to  retreat  to  cash, 
thanks  to  Fidelity's  policy  of  remain- 
ing nearly  fully  invested. 

Lynch 's  reputation  for  stock  picking 
is  legendary  on  Wall  Street.  According 
to  Michael  Lipper,  whose  Lipper  Ana- 


lytical Services  keeps  score  on  550 
mutual  funds,  Lynch  is  unique  for  his 
consistency  and  for  adiusting  quickly 
to  market  conditions.  Magellan  has 
finished  among  the  top  30  funds  in 
each  of  the  last  five  calendar  years. 

Lynch,  39,  a  keyed-up  Wharton 
M  B  A.  (Class  of  '68|  whose  office  is 
stacked  high  with  annual  reports,  dis- 
covered his  flair  for  the  market  while 
still  at  college.  He  scraped  together 
enough  to  buy  100  shares  in  Flying 
Tiger  after  analyzing  the  company  for 
a  college  project.  In  four  years  Tiger 
common  raced  from  S6  to  S60  before 
he  unloaded. 

Thanks  to  Magellan's  growth  he 
now  has  to  spread  its  money  around 
to  300  stocks,  compared  with  80  five 
years  ago.  He  works  a  65-hour  week, 
strips  down  1,000  annual  reports  a 
year  and  last  year  logged  100,000 
miles  in  flight. 

His  1982  wonder  stock,  Chrysler, 
also  happened  to  be  the  bull  market's 
shooting  star.  A  S9  million  position 
he  took  in  the  spring  is  now  worth 
S25  million.  But  that  leaves  Lynch 


fretting  for  evidence  of  an  economic 
recovery.  "If  we  don't  see  one  in  the 
next  three  to  six  months,  cyclicals 
like  Chrysler  will  be  devastated,"  he 
says.  But,  given  a  recovery,  cyclicals 
could  again  turn  in  stellar  perfor- 
mances this  year.  Even  so,  his  tips  for 
1983  have  a  belt-and-suspenders  con- 
sumer stock  bias.  They  include  Uni- 
lever, the  S22  billion  Anglo-Dutch 
marganne-to-soap  giant  currently 
yielding  6'/2%,  Golden  Nugget,  Horn 
6v  Hardart,  Mohawk  Rubber  and  Rog- 
ers Cablesystems. — Eamonn  Fin^leton 


Meet  the  muffin  man 

The  recent  "trade  secrets"  lawsuit 
filed  by  longtime  English  muffin  ba- 
ker S  B.  Thomas  against  potential 
competitor  Entenmann's  is  only  one 
indication  that  providing  English 
muffins  for  American  breakfast  tables 
has  become  a  big  business.  Just  how 
big  is  unknown,  but  experts  estimate 
that,  with  a  huge  assist  from  McDon- 
ald's Egg  McMuffin,  U.S.  consump- 
tion now  exceeds  450  million  pounds 
a  year.  With  higher  margins  than  al- 
most any  other  baked  goods,  English 
muffins  generate  plenty  of — there's 
no  resisting  it — dough  for  companies 
as  diverse  as  Thomas,  Peppendge 
Farm  and  ITT's  Continental  Baking. 

Nobody  relishes  the  muffin  boom 
more  than  a  genial,  still  active  man  of 
77  named  E.M.  (Bud)  Noel.  Not  only 
did  Noel  design  the  machinery  that 
took  English  muffins  from  the  dark 
ages  of  soapstone  griddles  and  coke 
fires  to  modem  automation,  but  he 
also  has  become  something  of  a  muf- 
fin scholar.  "It  all  started  in  England,  " 
says  Noel.  "The  Crusaders  were  back 
from  the  wars,  unemployed  and 
hungry.  So,  they  began  hawking  day- 
old  dough,  which  has  a  sour  taste — 
the  first  muffins."  Over  the  centuries, 
English  muffins  disappeared  from  En- 
gland, but  popped  up  in  New  England, 
transplanted,  Noel  speculates,  by  Pil- 
grim bakers. 

As  recently  as  1948  it  still  took  lots 
of  man-hours  and  heat  to  bake  the 
muffins.  But  that  year  Noel  invented 
a  rotary  griddle  that  boosted  produc- 
tion from  13  dozen  to  110  dozen  per 
man-hour.  He  then  sold  the  first  one 
to  Mrs.  Kavanaugh's  Bakery  in  Bos- 
ton, and  began  making  improve- 
ments: a  conveyer  belt  baker  (today's 
version  can  churn  out  500  dozen  a 
man-hourl,  a  transfer  mechanism,  a 
cooler  and  a  splitter.  Mechanical  engi- 
neer Noel  formed  a  company  to  make 
the  machinery  and  sold  the  equip- 
ment to  baking  firms  nationwide.  He 
eventually  received  18  patents  for  his 
muffinmaking  equipment.  In  1972  he 
sold  his  firm,  but  he  remains  an  in- 
dustry consultant  and  muffin  booster. 

In  theory,  says  Noel,  baking  an  En- 
glish muffin  is  simple:  Make  a  flour 
dough,  coat  one  side  with  cornmeal, 
grill.  (Simple  ingredients  keep  the 
margins  high.!  In  practice,  it  is  more 
difficult.  Take  those  nooks  and  cran- 
nies that  trap  and  hold  the  butter,  or 
the  jam,  or  the  cream  cheese.  Without 
a  suitably  moist  dough,  there  is  not 
enough  porosity  to  produce  them.  Or, 
consider  the  trouble  in  splitting  them 
at  the  factory.  The  pressure  of  the 
cutting    knife,    carelessly  applied, 


Five  years  and.  485%  later  . 
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English  muffin  consultant  EM.  (Bud)  Noel 
It  all  started  with  the  Crusaders. 


could  smear  gluten  (wheat  protein) 
across  the  surface,  rendering  it  not 
only  crannyless  but  gooey. 

The  secret,  then?  Good  ingredients 
and  careful  control  of  temperatures 
and  timing.  Noel  thinks  that  Thomas 
clearly  possesses  some  proprietary 
knowhow  in  these  matters.  Even  so, 
he  places  others  in  its  league:  the 
Bays  brand  (Chicago)  and  Country 
Kitchen  (Auburn,  Me.).  "But  I  think 
the  best  I  ever  tasted  was  a  brand 
called  Foster  from  San  Francisco,"  he 
says.  "Now,  that's  a  muffin."  (The 
brand  is  now  called  Kilpatrick's  Fos- 
ter.) Noel,  in  partial  retirement,  is 
able  to  sit  back  and  savor  his  muf- 
fins, particularly  as  a  late-night 
snack.  He  spends  half  the  year  in 
Sarasota,  Fla.,  the  other  half  in  his 


Marshfield,  Mass.  office.  "God  bless 
English  muffins,"  he  says  stoutly.  "If 
it  weren't  for  them,  this  life  wouldn't 
be  possible."— Robert  Teitelman 

Deflation 

Imagine  you  are  running  in  a  mara- 
thon, most  of  your  competitors  have 
fallen  away,  you  are  drawing  near  the 
finish  line  and  .  .  .  the  sponsors  sud- 
denly announce  that  the  race  has  been 
suspended.  That  sort  of  sums  up  how 
Richard  Allen,  president  of  Talley  In- 
dustries of  Arizona,  a  subsidiary  of 
Talley  Industries,  Inc.,  has  been  feel- 
ing lately. 

Since  the  1960s  Allen's  division  has 
been  developing  technology  for  a 
workable  air-bag  system  for  U.S.  au- 
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Richard  Allen  of  Talley  Industries 
Still  holding  the  bag. 


tos.  The  company's  investment  to 
date:  some  $10  million.  Along  the 
way,  Allen  has  seen  transportation 
secretaries  in  successive  Administra- 
tions— from  John  Volpe  in  1971  to 
Brock  Adams  in  1977 — issue  rulings 
requiring  passive  restraint  systems 
(air  bags  or  automatic  seat  belts)  in 
cars.  Each  time,  the  mandates  have 
been  deflated  by  court  decisions,  law- 
suits and  the  hesitations  of  chary  auto 
companies.  The  latest  turn  is  an  ap- 
peals court  decision  last  November 
lifting  a  1984  model  deadline  for  in- 
stallation of  the  restraints. 

Allen,  49,  says  he  is  disappointed 
but  undaunted.  With  assistance  from 
the  Ford  Motor  Co.,  Talley  is  main- 
taining a  fully  tooled,  16,000-square- 
foot  assembly  plant  in  Mesa,  Ariz,  for 
auto  air-bag  production.  At  the  mo- 
ment, about  10%  of  the  plant  is  being 
used  for  aircraft  seat  assembly.  It's  not 
much  comfort  to  Talley  Industries,  a 
diversified  company.  Its  sales  have 
dropped  from  a  high  of  $433  million 
in  1979  to  $311  million  in  fiscal  1982 
because  of  lackluster  sales  in  its  ap- 
parel and  clock  divisions — which  in- 
clude Westclox — and  poor  perfor- 
mance from  its  Phoenix  real  estate 
holdings. 

Allen,  a  19-year  Talley  veteran  after 
a  stint  at  Garrett  Corp.  as  a  contract 
administrator,  says  he  is  not  ready 
simply  to  give  up  the  fight.  One 
scheme  under  development  reverses 
the  air-bag  technology.  That  is,  in- 
stead of  using  air-bag  devices  to  cush- 
ion the  impact  of  a  forward-moving 
object,  they  are  used  to  propel  objects. 
The  technology  can  be  used  to  expel 
"submunitions" — explosive  devices 
launched  from  missiles  to  destroy  tar- 
gets such  as  tanks  or  runways.  "An  air 
bag  would  blow  up  and  push  the  mu- 
nitions out,"  says  Allen.  "One  advan- 
tage of  this  technology  is  light  weight. 
We  could  be  looking  at  a  $10  million- 
plus  per  year  business  within  several 
years."  Whatever  the  merits  of  the 
scheme,  at  least  it  would  not  be  sub- 
ject to  a  court  order. — Martin  Love 

Noncontingency  planning 

Daniel  Silver  is  president  of  New 
York-based  Bruhnke  &  Silver,  an 
agency  that  collects  bad  corporate 
debts.  You  would  think  these  would 
be  boom  times  for  Silver,  who  heads 
six  B&S  offices  around  the  country 
and  whose  firm  handles  some  $100 
million  in  claims  annually.  Not  so. 
"A slight  recession  is  good  for  us,"  says 
Silver,  42.  "But  this  one  is  too  long 
and  too  deep." 

Companies  already  losing  their 
shirts,  Silver  reports,  feel  they  have 
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Faces 

Behind  the  Figures 


nothing  more  to  lose  by  not  paying 
their  debts — certainly  nothing  to  lose 
to  bill  collectors.  With  some  80%  of 
its  business  taken  on  a  contingency 
basis,  B&S  loses  as  well;  if  a  debt 
cannot  be  collected,  B&S  gets  noth- 
ing. Although  the  number  of  claims 
handled  by  B&S  last  year  was  up 
around  20%  over  1981,  Silver  says 
he's  collecting  on  fewer  of  those 
debts.  In  a  business  where  the  collec- 
tion rate  is  around  50%,  that  leads  to 
only  modest  pretax  profits  (about  $1 


Bill  collector  Daniel  Silver 


"This  one  is  too  long  and  too  deep. 


million  in  1981)  on  gross  revenues  of 
$20  million. 

Life  for  B&S  would  be  easier  if  it 
could  sign  up  clients  on  a  noncontin- 
gency  basis.  Silver  has  an  idea  to  do 
just  that,  which,  he  says,  would  help 
conserve  the  initial  outlay  of  the 
firm's  cash  when  trying  to  collect  a 
debt.  He  wants  clients  to  pay  $395  up 
front  and  a  fee  of  12.5%  on  the  first 
$20,000  of  debt  and  7.5%  thereafter. 
(This  contrasts  with  his  contingency 
fee  schedule  of  27%  on  the  first  $2,000 
of  debt  and  20%  after  that.)  While  his 
noncontingency  fee  percentage  is  low- 
er, Silver  figures  the  debts  should  be 
larger.  The  new  arrangement  "should 
tend  to  insure  collectibility  because 
no  one  will  throw  $395  out  the  win- 
dow for  a  debt  they  know  is  no  good." 
On  noncontingency  accounts,  more- 
over, Silver  guarantees  that  a  B&S  rep- 
resentative will  visit  the  debtor's  of- 


fice "even  if  it's  at  the  bottom  of  the 
Grand  Canyon." 

Compared  with  Dun  &  Bradstreet, 
which  has  the  lion's  share  of  the  col- 
lection market,  B&S  is  small.  Silver,  a 
Middlebury  College  graduate  who  for 
20  years  has  been  at  the  company 
founded  by  his  father,  has  chosen  to 
limit  his  chances  of  gaining  share  by 
clinging  to  a  policy  set  by  his  father: 
only  hard  goods  manufacturers  as  cli- 
ents. "A  hundred  cartons  of  nuts  and 
bolts  have  some  value,"  Silver  says. 
"But  try  to  collect  a  debt  for,  say,  a 
fruit  company,  and  you'll  hear,  'Sorry, 
mister.  I  haven't  got  the  money.  Here, 
take  my  bananas.'  " — Barbara  Rudolph 


Think  big 

You  might  think  Francesco  Galesi,  an 
obscure  but  well-heeled  real  estate 
wheeler-dealer  from  New  Jersey,  is  an 
unlikely  person  to  launch  the  world's 
first  mass-market  satellite  broadcast 
system.  But  Galesi,  who  has  made 
much  of  his  fortune — he  estimates  his 
net  worth  at  over  $100  million — in 
suburban  shopping  centers,  does  not 
agree.  "When  you  think  about  it, 
what  I  am  doing  is  very  much  like 
building  a  shopping  center,"  he  says. 


"I  am  the  man  in  the  middle,  on  the 
one  hand  lining  up  the  property — in 
this  case  the  transponders — and  on 
the  other,  the  finance." 

Even  so,  he  can't  be  accused  of 
thinking  small.  His  United  Satellite 
Television  is  going  up  against  Wash- 
ington-based Communications  Satel- 
lite Corp.,  which  with  $800  million 
in  assets  was  hoping  to  be  first  with 
direct  satellite-to-home  broadcasting 
in  1986.  Galesi,  51,  whose  sophisti- 
cated style  belies  the  fact  that  he  is 
all  but  unknown  on  Wall  Street, 
hopes  he  will  be  in  business  with  a 


four-channel  service  this  September. 

"Comsat  thought  they  owned  di- 
rect broadcast,  and  they  said  the  cru- 
cial thing  was  to  be  first  in  the  mar- 
ket," he  says.  "I  agree  with  them.  It  is 
questionable  whether  they  will  ever 
make  a  profit  if  they  come  in  after 
us."  Comsat  declined  to  comment. 

Galesi  is  proposing  a  service  simi- 
lar to  cable  television,  specializing  in 
HBO-type  movies  and  news.  So,  he 
will  be  contending  against  not  only 
Comsat  in  hardware  but  program- 
ming biggies  like  Time  Inc.  for  con- 
tent. Subscribers  will  pay  $15  a 
month  if  they  rent  an  antenna  rather 
than  buy  one  and  $20  a  month  for  the 
right  to  pick  up  (through  a  decoder 
attachment)  Galesi's  signal. 

Until  now  dish  antennas  powerful 
enough  to  pick  up  signals  from  exist- 
ing "low-power"  satellites  have  cost 
at  least  $4,000 — too  pricey  for  mass- 
market  use.  So  Comsat's  approach 
has  been  to  build  a  new  high-power 
satellite  whose  signals  could  be 
picked  up  by  less  sophisticated  anten- 
nas. Galesi's  breakthrough  rests  on 
Canadian  technology,  specifically  the 
work  of  S.E.D.  Systems  Inc.,  which 
he  claims  enables  medium-power  an- 
tennas to  be  made  for  as  little  as  $400 


each.  General  Instrument,  which  will 
build  them,  has  taken  a  substantial 
minority  stake  in  Galesi's  company. 

Galesi  has  clinched  the  deal  by 
tying  up  transponders  from  a  Canadi- 
an satellite  until  a  new  GTE  satellite, 
to  be  launched  next  year,  gives  his 
station  a  permanent  home.  All  that 
remains  is  to  overcome  some  final 
obstacles  with  the  FCC — talks  are 
going  well,  he  says — and  he  is  waiting 
for  an  unnamed  financial  institution 
to  put  up  about  $45  million  of  equity 
capital. — Eamonn  Fingleton 


Francesco  Galesi  of  United  Satellite  Television 
Just  like  building  a  shopping  center? 
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If  your  health  care  plan 
isn't  generating  income, 
it's  not  healthy. 


Self-insurance  may  be  the 
healthiest  approach  to  funding 
health  and  welfare  plans. 

Properly  set  up,  it  actually 
generates  income  that  can 
lower  the  expense  of  funding. 

It  requires  a  special  trust. 
Astute  short  term  asset  man- 
agement. And  specialists  who 
know  and  understand  the  in- 
tricacies of  self-insurance  plans, 
and  can  prevent  complications. 

The  concept  is  that 
no  funds  should  be  permitted 
sick-leave.  Either  they  pay 
claims.  Or  earn  interest. 

Because  you  are  in  control 
of  funding  the  plan,  you  can  pay 
into  it  based  on  your  cash  flow. 

When  cash  flow  is  healthy, 
you  may  pre-pay  the  trust. 

When  cash  flow  is  strained, 
you  can  recover  by  reducing 
your  contributions  into  the  plan. 

The  funds  you  put  in  your 
plan  are  working  for  you.  So, 
instead  of  a  chronic  outflow  of 
cash,  you  get  something  else. 

A  nice  recovery. 

CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and  Trust  Company  of 
Chicago,  231  South  LaSalle  Street,  Chicago,  Illinois  60693 
Henry  T.  Tucker,  Jr.,  Self  Insurance  Services  1 312(828-1363 


Atlanta  •  Boston  •  Chicago  •  Cleveland  •  Dallas  •  Denver  •  Houston  •  Los  Angeles  •  Minneapolis  •  New  York  •  San  Francisco  •  Seattle  •  St.  Louis  •  White  Plains 


$100,000  IN  YOUR  BROKERAGE  ACCOUNT 
MEANT  ABSOLUTELY  NOTHING 

IF  YOU  NEEDED  £5,000 
ON  THE  SPUR  OF  THE  MOMENT 
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THEN 
MERRILL  LYNCH 


Suppose  you  were  in  I  |\1\/F NTF  D 
London  on  a  trip.  You  ,nvLni 
dropped  into  an  auction  and 
spotted  a  beautiful  19th-cen- 
tury painting  you  felt  you  just 
had  to  have.  It  was  a  bargain  at  £5,000 


But  there  was  a 
catch.  Your  resources 
were  back  home  Maybe 
even  locked  up  in 
securities.  And  you 
needed  $9,200  in  cash 
There.  Then.  That  instant 
you  still  managed  your  money  the 
old-fashioned  way,  you  could  have  kissed 
the  painting  good-bye. 

No  problem.  Now,  if  you 
subscribe  to  the  Merrill  Lynch 
Cash  Management  Account®  finan- 
cial service,  cash  is  no  problem. 
You  just  write  a  check.  Or  use  your 
special  VISA®  card  to  make  pur- 
chases and  get  cash  advances. 
Both  card  and  checks  are  pro- 
vided by  Bank  One  of  Columbus,  N.A. 

This  revolutionary  brokerage 
account  gives  you  instant  access  to  your 
assets,  plus  a  line  of  credit  up  to  the  full 
margin  value  of  your  securities. 

Your  cash  is  invested  automatically 
in  your  choice  of  three  professionally 
managed  money  market  funds.  And  the 
fund's  own  dividends  are  reinvested  daily 


So  all  your  money  keeps 
working  all  the  time. 

$10  million  worth  of 

coverage.  In  addition,  all 
securities  held  by  Merrill  Lynch 
in  CMA®  accounts  are  now  insured  with 
SIPC-type  coverage  for  up  to  $10  million 
per  customer  by  the  Aetna  Casualty  & 
Surety  Company. 

How  to  get  started.  To  join  the 
900000  investors  who  already  have  put 
more  than  $60  billion  to  work  through 
the  CMA  program,  all  you  need  is  a  mini- 
mum of  $20,000  in  cash  and/or  securities. 
For  more  complete  information, 
including  a  prospectus 
containing  all  sales 
charges  and 
expenses,  call 
1-800-526-3030. 
ext  791,  (In  New 
lersey  call  1-800-742- 
mmmm^mmm  2900,  ext.  791).  Read  the 
I  in  ispt'etus  carefully 
before  you  invest  or  forward  funds. 
THE  MORE  YOU  DEMAND 
OF  YOUR  MONEY, 
THE  MORE  YOU  NEED  CMA. 


Merrill  Lynch 

Merrill  Lynch  Pierce  Fenner  &  Smith  Inc. 

A  breed  apart. 


rht-  Cash  Management  Account  program  is  proprietary  to  Merrill  Lynch  Covered  by  US  Patent  No  4  346442  other  US  and  foreign  patents  pending 
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The  Forbes/Wilshire  5000  Review 
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The  bottom  moves  upward.  The  rally  finally  spread  to 
the  oils  and  to  heavily  depressed  cyclicals — metals,  re- 
sources machinery  and  chemicals — as  investors  apparent- 
ly moved  into  what  they  perceived  as  areas  of  opportunity. 
The  Dow  managed  to  finish  the  last  two  weeks  at  an 
alltime  high  of  1076.07.  But  this  high  point  marks  only  a 
3%  gain  for  the  period.  In  comparison,  the  broader-based 
NYSE  index  is  up  4.1%  and  the  overall  market,  as  mea- 
sured by  the  Wilshire  index,  is  up  4.3%.  The  real  star  is 
the  Amex,  which  jumped  9.4%  in  the  last  two  weeks  as 
money  rolled  into  oil  and  oil-service  issues.  Analysts  are 
now  ranking  oils  as  their  top  choice  (see  p.  88).  Could  this 
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be  the  beginning  of  a  fundamental  turnaround  for  the 
energy  stocks? 

The  yardsticks  below  point  to  investor  activity  on  sev- 
eral fronts  and  further  substantiate  evidence  that  the  rally 
is  broadly  based.  Bottom-fishing  helped  low-P/E  and  low- 
priced  issues  to  outperform  the  market  by  a  significant 
margin.  Another  strong  area  of  interest  was  in  high- 
growth  and  high-volatility  shares,  both  also  considerably 
stronger  than  the  major  market  indicators.  In  contrast, 
high-yield  shares  performed  about  in  line  with  the  mar- 
ket— a  sign  that  investors  are  placing  as  much  faith  in 
stock  appreciation  as  in  dividend  income. 


C  lose-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

5000 

500 1 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

4.0 

3.8 

5.6 

4.0 

8.4 

2.0 

in  last  52  weeks 

19.8 

20.2 

24.2 

20.6 

16.6 

24.2 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

8.2 

3.8 

6.8 

11.5 

4.1 

8.1 

10.2 

3.6 

1.9 

10.8 

in  last  52  weeks 

46.4 

28.8 

25.9 

63.4 

26.3 

58.2 

54.8 

31.4 

21.7 

42.3 

'Based  on  sales 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  1/7/83  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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Where  The  Action  Is 


Energy  roars  back,  tt  was  almost  inevitable  that,  if  the 
rally  lasted  long  enough,  investors  would  finally  pounee 
upon  the  oils  and  oil-related  issues.  For  the  last  two  weeks 
the  energy  seetor  gained  10.4%.  Yes,  there  is  still  an  oil 
glut,  but  the  market  is  presumably  looking  several 
months  ahead  to  an  economic  recovery.  If  recovery 
comes,  a  firming  of  oil  supplies  and  prices  seems  likely. 


This  logic  also  helped  raw  materials  stocks  gain  5.1%  on 
our  index. 

Another  sign  that  The  Street  is  thinking  recovery  was 
the  strong  performance  of  the  capital  goods  sector,  which 
advanced  8.8%.  Even  the  transportation  index  was  up 
6.3%.  As  some  of  the  airlines  lost  ground,  railroad  and 
trucking  issues  picked  up  strength. 


Percent  change  in  lust  52  weeks 
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What  The  Analysts  Think 


Popular  again.  Since  oils  began  their  long  decline  in  the 
fall  of  1980,  they  have  made  several  unsuccessful  at- 
tempts to  come  back.  Now  analysts  are  bullish  on  the 


energy  sector,  and  energy  issues  are  ranked  first.  If  these 
high-paid  seers  are  correct  this  time,  we  could  be  witness- 
ing the  start  of  a  major  recovery. 


The  experts'  consensus 
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Opinion  limits  ire  i  .inked  on  a  scale  ol  I  istrong  buy  I  to  S  Istrong  sell)  Data  reflect  the 
views  ot  200  institutional  analysts  The  consensus  ot  opinion  graph  is  the  composite 


rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  rndustry  groups 
graphed  above  All  figures  are  weighted  for  market  capitalization 


Note  All  data  foi  pet  tods  ending  1/7/8.V  Prepared  by  Wilshire  Associates,  Santa  Mon 
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J&H  thinks  the  way  to 
get  the  best  international 
insurance  service 
is  to  get  the  best  broker 
in  each  country. 

What  doyou  think? 

If  you  think  that  local  experience  is  vital  to  risk 
management  programs  in  foreign  countries,  we  couldn't 
agree  more. 

That's  the  concept  that  built  the  J&H  international 
network,  the  most  experienced  in  the  world. 

Starting  in  the  1890's,  we  enlisted  the  outstanding 
insurance  broker  in  each  country  as  our  exclusive  working 
partner.  Where  this  wasn't  possible,  we  opened  our  own 
J&H  offices. 

In  Europe,  our  correspondents  are  now  linked  in  a 
unique  working  relationship  we  call  UNISON,  a  network 
within  our  network.  Besides  offering  an  unsurpassed  grasp 
of  local  requirements,  UNISON  adds  new  dimensions  to  our 
ability  to  coordinate  programs  internationally. 

Today,  the  J&H  international  network  is  a  global 
organization  of  13,000  people  dedicated  to  serving  clients 
with  a  single  standard  of  excellence. 

This  is  why  we're  the  primary  international  broker  for 
33  of  the  top  100  U.S.  multinationals  and  why  24  more  have 
us  on  their  team. 

We'd  like  to  talk  with  you  about  this. 

Johnson  Higgins 

We  answer  only  to  you. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES.  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


The  big  railroad  merger  gives  Union  Pacific  a  decisive  competi- 
tive edge.  Its  oil  and  gas  finds  were  a  potential  billion-dollar 
bonanza.  The  cash  flow  was  nearly  $800  million,  and  debt  was 
modest.  Too  bad  1982  was  such  a  lousy  year. 


Done" 


By  Howard  Rudnitsky 

Union  Pacific  Corp.'s  62-year- 
old  Chairman  James  Evans 
broke  into  a  broad  smile.  He 
was  in  his  31st-floor  Park  Avenue, 
New  York  headquarters  just  before 
Christmas,  after  word  had  come  that 
Chief  Justice  of  the  U.S.  Warren  Bur- 
ger had  refused  to  hold  up  the  contest- 
ed merger  between  the  Union  Pacific 
Railroad  and  the  Missouri  Pacific  and 
Western  Pacific  railroads. 

Shortly  after  the  news,  UP's  senior 
legal  counsel,  Bill  McDonald,  directed 
the  secretary  of  state  of  Delaware  to 
file  the  merger  papers.  Minutes  later, 
he  called  senior  management  and 
said,  "It's  done."  That  recalled  the 
one-word  message,  "Done,"  tele- 
graphed back  from  Promontory  Point, 
Utah  in  1869  when  the  golden  spike 
was  driven  that  linked  the  Union  Pa- 
cific with  the  Central  Pacific  and 
united  the  continent. 

The  current  merger  was  more  than  a 
defensive  one,  to  offset  competition 
from  mergers  between  western  lines. 
It  creates  the  third-largest  system, 
with  22,223  miles  of  track  running 
through  21  states  from  the  West  Coast 
to  St.  Louis,  Chicago  and  Memphis, 
and  to  Gulf  Coast  ports  like  Houston 
and  New  Orleans.  The  combination 
also  makes  it  the  second  most  profit- 
able system  ($210  million  last  year). 

Nervous  competitors  have  nick- 
named the  new  giant  "MOP-UP." 
Competing  roads  like  Santa  Fe  and 
Southern  Pacific  are  scurrying  for 
merger  partners  to  defend  themselves. 
In  fact,  Southern  Pacific  had  lodged 
two  of  its  own  court  cases  to  try  to 
void  the  merger,  which  are  still  pend- 
ing, but  few  expect  either  to  succeed. 

There  were  other  reasons  for  Jim 
Evans,  who  has  headed  the  more  than 
$7  billion  (assets)  holding  company 


since  1977,  to  smile:  big  oil  and  gas 
finds,  in  the  past  year  or  so,  at  Union 
Pacific  Corp.'s  Champlin  Petroleum 
subsidiary.  Railroad  analyst  Andras 
Petery  of  Morgan  Stanley  can  scarcely 
contain  his  enthusiasm  when  he  says: 
"Champlin's  new  discoveries  have 
conservatively  added  at  least  $1  bil- 
lion to  the  present  value  of  its  already 
previously  expanding  reserves."  Yep, 
a  great  year. 


Chairman  James  Era/is  of  I  'nion  Pacific 
Ready  to  roll. 


It's  when  we  brought  up  last  year's 
earnings  that  the  smile  faded.  Evans 
had  just  closed  the  books  with  a 
roughly  20%  earnings  decline,  to 
about  $330  million,  or  $3.40  a  share. 
It  was  the  first  decline  for  UP  in  al- 
most a  decade.  UP's  carloadings  were 
off  about  16%  for  the  year. 

UP's  oil  business — two-thirds  of  its 
nearly  $6  billion  revenues — hadn't 
helped  much  either,  with  Champlin's 
natural  gas  sales  to  industry  curtailed 
by  the  recession.  By  the  end  of  1982 


Champlin  was  delivering  only  300  mil- 
lion cubic  feet  of  gas  a  day  instead  of  a 
hoped-for  375  million.  Champlin's 
margins  were  further  squeezed  by 
heavy  spending  to  develop  reserves 
and  modernize  two  refineries. 

Finally,  Champlin's  large  $700  mil- 
lion Corpus  Christi  ethylene  petro- 
chemicals complex  (a  joint  venture 
with  two  other  chemical  companies), 
of  which  Champlin  owns  37'/2%,  con- 
tinued to  run  in  the  red. 

Evans  says  he  feels  good  that  1982 
energy  earnings  fell  only  20%,  when 
some  competitors  were  faring  worse. 

But  then  Evans  began  to  think 
about  1983  and  beyond.  The  smile 
returned.  "The  terms  of  the  merger 
with  Missouri  Pacific  are  antidilu- 
tive,"  he  explained.  "That  will  aid 
earnings  per  share  significantly  in 
1983,  and  will  move  the  railroad  por- 
tion of  our  total  profits  to  slightly 
over  50%."  We  did  some  quick  arith- 
metic. Evans  had  implied  a  gain  in  rail 
earnings  that  would  add  80  cents  a 
share  to  the  year's  earnings. 

Then,  there's  welcome  word  from 
the  accountants:  the  impending 
changeover  by  railroads  to  depreci- 
ation accounting,  instead  of  the  tradi- 
tional way  of  expensing  rail-track  ex- 
penditures. That  should  add  another 
35  cents  a  share  to  1983's  combined 
earnings.  This  suggests  that,  even  if 
oil  doesn't  pick  up — or  declines  a 
bit — UP  could  show  some  $4.50  a 
share-in  1983  vs.  about  $3.40  last  year. 
That's  without  a  robust  economy.  The 
company's  cash  flow  should  increase 
from  1982's  nearly  $800  million  to 
almost  $1  billion  in  1983,  "and  that 
doesn't  take  into  account  Missouri 
Pacific's  cash  flow,"  Evans  added. 

Then  Evans  went  on  to  costs.  While 
waiting  for  the  economy  to  improve, 
the  UP  will  continue  to  cut  them.  It 
had  already  laid  off  some  5,300  rail- 
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road  employees,  leaving  some  24,000. 
But  one  thing  UP  won't  do,  he  al- 
lowed, is  cut  back  significantly  on 
railroad-track  maintenance.  That 
would  only  come  back  to  haunt  the 
railroad  when  volume  recovers.  Be- 
sides, the  ghost  of  Edward  H.  Harri- 
man  would  come  back  to  haunt  them 
all;  he  was  almost  fanatical  about 
keeping  the  property  in  top  shape. 

A  bit  down  the  road,  there  will  be 
more  savings  from  the  merger  of  UP 
and  Missouri  Pacific.  They  would 
take  about  two  to  three  years  to  come 
into  full  play  and  add  about  $100  mil- 
lion a  year,  much  of  which  will  come 
right  down  to  earnings. 

Since  the  merger  is  end-to-end  rather 
than  parallel-line,  there  are  no  dupli- 
cate lines  that  can  be  eliminated.  Most 
of  the  gains,  then,  will  come  from 
centralizing  computer  operations,  traf- 
fic, repair,  legal,  marketing  and  finance 
departments  and  more  efficient  use  of 
equipment  and  manpower.  It  won't, 
however,  come  from  a  reduction  in 
executive  manpower.  As  one  railroad 
analyst  puts  it:  "Friendly  mergers 
aren't  made  to  eliminate  lots  of  execu- 
tives'jobs."  At  least  not  right  away,  he 
added:  There's  always  attrition. 

Then  Evans  looked  further  ahead. 


By  the  mid-Eighties  UP  could  become 
a  major  coal  carrier  in  the  Powder 
River  Basin  in  eastern  Wyoming.  Fi- 
nancing has  been  lined  up  for  a  56-mile 
comiecter  link  between  the  Chicago  &. 
North  Western  in  Wyoming  and  the 
Union  Pacific  in  northwestern  Ne- 
braska. The  total  package  is  $460  mil- 
lion, with  UP  putting  up  only  $90 
million.  When  fully  operational,  this 
will  make  UP  and  C&NW  powerful 
coal  competitors  with  Burlington 
Northern  up  in  the  Powder  River  Ba- 
sin. Until  now  Burlington  has  had  this 
enormously  profitable  western  coal 
business  all  to  itself. 

By  the  time  Evans  got  to  the  energy 
side  of  the  ledger,  he  had  brightened 
considerably.  Champlin  Petroleum — 
astutely  acquired  from  Celanese 
Corp.  by  the  UP  back  in  1970  for  a 
mere  $240  million — has  some  short- 
term  problems,  but  over  the  next  few 
years  its  prospects  are  bright  indeed. 
In  the  Gulf  of  Mexico,  near  Matagorda 
Island,  there  were  two  key  gas  discov- 
eries last  year  that  could  boost  gas 
reserves  by  some  15%.  They  should 
be  producing  by  the  end  of  1983. 

Chevron  and  Phillips  weren't  the 
only  oil  companies  involved  in  the 
major  find  in  the  Santa  Barbara  Chan- 


nel in  California,  either.  Champlin  is 
there,  too,  with  6%.  Point  Arguello 
gives  all  the  appearances  of  being  one 
of  the  biggest  oil  strikes  since  Prud- 
hoe  Bay.  Some  analysts  figure  there 
are  at  least  500  million  barrels  of  oil 
in  the  field,  and  possibly  much  more. 
Champlin  could  add  close  to  30  mil- 
lion bbl.  to  its  existing  reserve  base  of 
142  million  bbl.  from  there  alone.  Pro- 
duction will  start  in  early  1986. 

And  at  year's  end,  in  the  Dutch 
North  Sea,  a  test  well  drilled  with 
Amoco  and  others  flowed  close  to 
3,000  bbl.  a  day.  That  is  perhaps  an- 
other 50  million  to  75  million  bbl.  of 
oil,  in  which  Champlin  holds  about  a 
12.5%  net  interest. 

Perhaps  of  more  immediate  import, 
Champlin  holds  an  18%  interest  in  16 
of  the  18  fields  already  discovered  in 
the  Overthrust  Belt;  in  1982  several 
new  discoveries  were  made.  The  East 
Anschutz  Ranch  Field  alone  is  esti- 
mated to  contain  close  to  a  1 -billion- 
barrel  equivalent  of  oil  and  gas. 

By  now,  Evans  was  becoming  more 
enthusiastic.  "All  we  need  is  Wi% 
GNP  growth,"  he  exclaimed.  "If  we 
get  3V2%  we'll  be  able  to  grow  our 
earnings  in  double  digits  without  any 
problem.  We're  ready  to  roll."  ■ 


The  new  rail  powerhouse 


The  Union  Pacific's  merger  with  the  Missouri  Pacific  third-largest  U.S.  rail  system,  with  22,223  miles  of  track 
and  Western  Pacific  railroads  creates  a  highly  profitable  running  through  21  states  from  the  West  Coast  to  St. 
transportation  competitor.  It  catapults  from  eighth-  to   Louis,  Chicago  and  Memphis  and  to  Gulf  Coast  ports. 
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Personal 
Affairs 


Few  backers  ever  make  any  money,  let 
alone  get  their  investments  back.  But  the 
line  still  forms  at  the  right  on  Broadway. 


So  you  want 
to  be  an  angel 


Edited  hy  William  G.  Flanagan 

That's  enough  to  make  oil  stock 
look  good.  Still,  despite  the  wors 
slump  of  a  decade,  Broadway  angel 
keep  flocking  back,  drawn  sometime 
by  a  favorite  star  or  playwright,  bu 
more  often  by  that  intangible  attrac 
tion  of  the  greasepaint.  "I've  beei 
hooked  on  the  theater  ever  since  thi 
first  time  I  scraped  together  SI.  10  fo 
a  ticket,"  explains  Gore.  "By  invest 


ing,  I'm 


By  Jill  Andresky 

Each  year  a  few 
hundred  otherwise 
shrewd  investors 
disregard  their  brokers' 
and  accountants'  advice, 
forget  about  liquidity, 
guaranteed  rates  of  return 
and  tax  shelters  and  bet 
on  one  of  the  riskiest,  and 
glitziest,  investments 
around — Broadway. 

Take  Chester  Gore, 
president  of  his  own  ad- 
vertising agency  in  Man- 
hattan. "There's  some- 
thing so  glamorous  about 
investing  in  the  theater. 
With  the  stock  market, 
there  are  no  opening 
nights,  no  cast  parties,  no 
house  seats  for  friends,  no 
bragging  rights." 

One  boast  of  Gore's  is 
his  S  10,000  stake  in  Same 
Time  Next  Year,  which  so  far 
has  returned  over  S75,000 
and  paid  for  his  daughter's 
law  school  education. 
True,  he  lost  540,000  on  a 
bomb  called  Horowitz  and 
Mrs  Washington.  But  that's 
show  biz. 

Last  year  theater  inves- 
tors lost  68  cents  of  every 
dollar  invested.  Most  bet 
at  least  Si 0,000  on  pro- 
ductions that  ranged  in   

cost  from  S500,000  or  so  for  dramas 
and  comedies  up  to  Si. 5  million  and 
more  for  musicals.  [Cats  cost  S5  mil- 
lion to  stage.)  All  told,  investors  lost 
$16.5  million  on  new  Broadway 
shows  alone  last  year,  including  such 
forgettables  as  Little  Me.  Another  $2 
million  was  lost  off  Broadway,  and 
$19  million  on  projects  that  never 


participating. 

"If  you're  a  theater  bufl 
it's  a  great  feeling  to  b 
involved,"  agrees  Err 
Fnedheim,  editor  am 
publisher  of  Travel  Agen 
magazine  and  a  12-tirm 
angel.  "Reading  tha 
script,  attending  the  open 
ing  night,  waiting  with  th> 
cast  for  reviews — it's  a] 
interesting,  even  if  the  re 
views  are  bad  and  the  parr 
turns  into  a  wake."  That' 
a  feeling  Friedheim  know 
well.  Last  year  he  strucl 
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A  WW  VOW  FESTMU.  PKX> 


Joseph 's  angels,  with  smiling  faces 
It's  the  glitter  that  gets  them. 


made  it  to  Times  Square. 

Only  a  handful  of  shows,  among 
them  the  recently  closed  .Annie,  actu- 
ally paid  out  profits  to  backers. 
Strapped  by  rising  fixed  costs  and  a 
20%  drop  in  theater  attendance,  even 
such  hits  as  Woman  of  tlx  Year  and 
Joseph  and  tl)e  Amazing  Teclmicolor 
Dreamcoat  are  far  from  making  profits. 
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out  twice.  One  disappointment  was 
Special  Occasions,  a  $750,000  comedy 
that  opened  and  closed  the  same  night. 
Another  dud  was  A  Little  Family  Busi- 
ness, an  Angela  Lansbury  vehicle  that 
lasted  barely  a  week. 

Like  Friedheim,  though,  most  an- 
gels savor  the  experience,  regardless 


of  any  payoff.  "Even  if  my  money  had 
gone  down  the  tubes  I  would  still 
have  had  so  much  fun,"  says  Steven 
Guttenberg,  a  Washington  D.C.  oral 
surgeon  and  one  of  75  investors  in 
Joseph.  "It  was  a  real  thrill  going  to 
backers'  auditions  with  my  daughter, 
sitting  at  the  Washington  opening 
three  seats  away  from 
Amy  Carter  and  flying  to 
New  York  for  the  cast  par- 
ty at  Xenon." 

"You  can't  evaluate  it 
like  an  investment  in 
Exxon,"  emphasizes  art 
gallery  owner  Max  Weit- 
zenhoffer.  "You're  think- 
ing about  more  than  the 
balance  sheet.  You  care 
about  the  production  and 
want  to  help  bring  it  to 
stage."  Guttenberg,  who 
normally  looks  for  a  25% 
annual  return  on  his  in- 
vestments, considers  he 
has  done  well  so  far  by 
breaking  even  on  Broad- 
way— counting  his  tax 
losses. 

But  there  isn't  that 
much  tax  shelter  under 
Broadway  marquees.  Rob- 
ert Carr,  a  partner  at  the 
theatrical  accounting  firm 
Lutz  &  Carr,  emphasizes 
that  Broadway  cannot 
compare  to  tax  shelters  or  deferral 
schemes  in  oil  or  real  estate,  for  exam- 
ple. "Broadway  is  strictly  a  cash-and- 
carry  market.  You  put  your  cash  up 
and  you  have  no  benefits,  except,  if 
you  lose  your  money,  you  write  it  off. 
There  are  no  depreciation  aspects. 
Maybe  you  can  write  off  a  trip  to  New 
York  to  meet  the  producer  and  decide 
about  a  property,  but  that's  it." 

Still,  it  is  possible  to  make  a  killing, 
and,  like  slot  machine  players,  some 
investors  like  the  risk-to-reward  ratio. 
Jack  Luskin,  owner  of  the  Baltimore 
appliance  store  chain  Luskin's,  ac- 
knowledges, "The  return  may  not 
happen,  but  if  you  get  a  piece  of  the 
right  property,  it'll  pay  back  your  in- 
vestment and  keep  paying  out.  The 
stock  market  won't  do  that."  Not  ev- 
ery investment  has  to  be  a  Fiddler  on 
the  Roof.  Sometimes  subsidiary  rights 
can  turn  a  Broadway  flop  into  a  virtual 
money  machine. 

Lest  investors  forget,  however, 
there  is  only  a  marginal  chance  of 
breaking  even.  Offerings  filed  with 
New  York's  Attorney  General  warn 
backers  to  be  prepared  for  total  loss. 
Morton  Gottlieb,  one  of  the  few 
Broadway  producers  who  prefer  to 
work  with  individual  rather  than  cor- 
porate angels,  warns  backers  "the 


minute  they  send  the  check  to  be  pre- 
pared to  take  a  tax  loss.  Hope  for  a 
profit,  but  recognize  how  unlikely 
that  is." 

Why  do  Broadway  angels  tend  to  do 
so  badly?  Most  investment  deals  are 
structured  as  limited  partnerships, 
with  backers  getting  their  share  only 
after  everyone  else  has  been  paid.  The 
director,  writer  and,  sometimes,  stars, 
choreographer,  set  designer  and  gener- 
al manager  get  their  percentages  first. 
Then  there  are  theater  rental,  actors' 
and  crew  salaries,  advertising  charges 
and  the  producer's  fees.  The  producer 
and  limited  partners,  the  angels,  split 
whatever  is  left. 

With  few  shows  playing  to  capacity 
in  these  $40-a-ticket  days,  there's 
usually  little,  if  anything,  left  for  the 
backers.  Greg  Gorden,  one  of  the  con- 
tributors to  Producing  Theater,  an  in- 
vestment guide,  warns:  "Producers 
will  always  tell  investors  a  show  is 
going  to  make  money.  But  sometimes 
the  only  thing  it's  got  a  chance  of 
doing  is  keeping  the  producer  produc- 
ing— paying  his  salary  and  the  other 
operating  costs." 

Given  the  overwhelming  odds, 
what  can  an  investor  do  to  improve 
his  chances?  Max  Weitzenhoffer  has 
done  better  than  most,  with  profits 
still  coming  in  from  Sleuth,  Equus,  The 
Elephant  Man  and  others.  He  analyzes 
prospective  investments  two  ways: 
first  for  quality,  then  for  payoff  poten- 
tial. If  fixed  costs — actors'  percent- 
ages, scene  and  costume  changes  or 
cast  requirements — seem  too  high,  he 
turns  them  down. 

Morton  Gottlieb,  who  made  theater 
history  in  1 978  when  he  paid  back  Eric 
Friedheim  and  the  other  investors  in 
Tribute  at  the  opening  night  party  at 
Tavern  on  the  Green,  suggests  angels 
bank  on  the  producer's  record.  How 
often  does  he  pay  back  investors?  Does 
he  keep  budgets  low  or,  as  Gottlieb 
puts  it,  "blow  money  on  limousines"? 
A  particular  nightmare  for  backers  is 
"overcall" — paying  an  additional,  say, 
15%  if  the  production  needs  it. 

"Invest  with  people  who  have  a 
strong  business  background  and  know 
how  to  make  money,"  advises  Ray 
Larsen,  owner  of  a  market  research 
and  development  firm  and  coproducer 
of  seven  critical  successes,  including 
To  Be  Young,  Gifted  and  Black;  Morn- 
ing's at  Seven;  and  Mass  Appeal.  "Since 
you're  making  a  decision  based  on 
less  facts  and  figures  than  you  have 
with  any  other  investment,  you've 
got  to  have  implicit  faith  in  the  people 
you're  bankrolling." 

Make  sure  you  benefit  from  any 
touring  companies,  cable  perfor- 
mances, movie  rights  or  subsequent 


FORBES,  JANUARY  31,  1983 


93 


performances.  "Try  to  get  anything 
that  will  improve  your  upside 
chances,"  recommends  Greg  Gorden, 
"even  if  it  seems  unlikely."  Investing 
in  a  revival  of  a  hit  may  seem  a  safer  bet 
than  a  new  property,  but  you  won't 
own  a  piece  of  future  productions.. 

Contrary  to  the  conventional  belief 
that  the  era  of  the  small  investor  has 


ended,  Zev  Bufman,  one  of  the  pro- 
ducers of  Joseph,  sees  a  buyer's  market 
for  angels.  "Producers  may  want  to 
rely  on  bigger  backers,  but  money  is 
harder  to  come  by.  That  gives  small 
investors  a  chance  for  better  deals." 

Those  may  take  the  form  of  smaller 
overcall  requirements,  40-60  splits  in 
favor  of  limited  partners  or,  the  con- 


Can  Tex'  chex  nix  critix  hex? 


He  is  new  to  Broadway,  but  that  has  not  stopped 
Texan  Edward  Gregg  Wallace  Jr.  from  stomping, 
oilman-style,  onto  the  Great  White  Way.  This  46-year- 
old  wildcatter  is  the  sole  backer  of  a  new  comedy- 
mystery,  Wbodurmit.  In  the  Broadway  angel  hierarchy, 
Wallace  is  surely  a  seraph.  It  is  unheard  of  for  one 
individual  to  shoulder  the  entire  risk  of  any  produc- 
tion. Yet  he  forked  out  over  SI  million  for  the  play, 
which  opened  Dec.  30  to,  well,  mixed  reviews.  But 
then  Wallace  has  always  been  a  gambler. 

In  1966  he  founded  Republic  Mineral  Corp.,  a  Hous- 
ton-based oil  and  gas  exploration  firm  that  he  still 
owns  and  that  has  prospered  mightily  over  the  years. 
Wallace  won't  say  how  much  he's  worth,  but  does 
admit  to  spending  S15  million  on 
drilling  in  1982.  Republic  has 
about  450  producing  wells  in  the 
U.S.,  mostly  in  Texas  and  Ohio. 

Wildcatting  triumphs  notwith- 
standing, is  Wallace  aware  that 
Broadway  is  in  its  worst  slump  in  a 
decade?  "Sure  am,"  he  says. 
"That's  a  market  opening.  One  of 
the  main  reasons  we're  going 
ahead  and  sockin'  it  to  the  adver- 
tising budget" — to  the  tune  of  sev- 
eral hundred  thousand  dollars — "is 
that  there  is  a  vacuum  on  Broad- 
way right  now.  There  are  no  other 
murder  mysteries." 
Wallace  isn't  exactly  new  to 

show  biz.  He  has  spent  over  a  de-   

cade  on  the  board  of  Houston's  Grand  Opera,  which 
produced  the  successful  revival  of  Porg\  and  Bess  a  few 
years  back.  And  with  Wbodurmit  he  wasn't  exactly 
taking  a  stab  in  the  dark.  Anthony  Shaffer,  Whodunnit's 
author,  has  a  short  but  spiffy  record.  Shaffer's  Sleuth  has 
returned  over  SI  million  to  its  investors,  and  the  cash 
is  still  rolling  in,  thanks  to  summer  stock  and  high 
school  productions.  And  Wlx)dunnit's  cast  consists  of 
such  proven  veterans  as  George  Hearn,  Hermione  Bad- 
deley  and  Fred  Gwynne.  Still,  even  close  associates 
admit  Wallace  is  taking  a  big  chance. 

"Gregg  is  very  impulsive,"  explains  Carol  Barden, 
his  executive  assistant.  "He  gets  his  eye  on  a  protect 
and  when  people  tell  him  it  can't  be  done,  that's 
exactly  why  he  needs  to  do  it." 

'My  specialty  through  the  years  has  been  making 
things  work  that  others  say  cannot  work,"  Wallace 
boasts.  "I've  gone  into  oilfields  and  made  lots  of  money 
where  others  had  drilled  so-called  dry  holes." 

Wallace  got  involved  with  W1x>dunnit  about  16 
months  ago  when  he  read  a  newspaper  article  describ- 
ing how  Robert  Buckley  and  Douglas  Urbanski,  who 
owned  the  rights  to  the  play,  needed  investors.  Buckley 
was  <m  old  buddy  from  tie  Houston  Grand  Opera. 


rr 


Oilman  Wallace  and  aide  Carol  Barden 
And  then  the  reviews  came  in. 


Although  Wallace  initially  wanted  to  chip  in  only 
S60,000,  he  eventually  decided  to  go  in  whole  hog. 
Reason?  He  didn't  want  to  share  any  of  the  profits  or 
enter  into  a  project  over  which  he  would  have  little  or 
no  control. 

Because  of  the  size  of  his  investment,  Wallace  is 
entitled  to  an  unusually  high  percentage  of  any  future 
profits — possibly  70%,  though  he  will  not  confirm  it — 
as  well  as  a  piece  of  any  cable,  network  or  film  deals. 
With  tickets  going  for  S30,  it  will  take  at  least  16 
months  of  standing-room-only  for  Wallace  to  break 
even.  W'lx>dunnit  needs  to  take  in  a  minimum  of 
S80,000  each  week  just  to  meet  its  basic  operating 
expenses.  (Wallace's  expenses  in  New  York — he  has 
made  20  trips  here  since  late 
1981 — are  tax  deductible.) 

Not  surprisingly,  Wallace  has 
tried  to  interject  something  of 
himself  into  the  show.  "My  mput 
was  minor  but  unrelenting,"  he 
says.  No  wonder  there  were  prob- 
lems during  the  show's  out-of- 
town  tryout  in  Boston.  Tony 
Award-winner  Jack  Weston  had 
difficulty  mastering  his  role  and 
was  fired.  Wallace  doesn't  claim 
responsibility  for  the  firing,  but  he 
certainly  had  a  say  in  the  matter. 

A  magnificent  opening  night 
party  at  New  York's  tony  Dever- 
eux'   restaurant    was  scumbled 

  when  the  review  from  the  New  York 

Times  arrived.  One  grim  excerpt:  "Mr.  Shaffer  loses  the 
audience  so  completely  during  the  first  act  that  the 
evenmg  couldn't  get  going  again  even  if  Margaret  Ruth- 
erford's Miss  Marple  rose  up  from  the  grave  and  en- 
tered, tap  dancing."  The  reviewer  even  took  a  swipe  at 
the  "inexplicable"  second  n  in  the  play's  title. 

"I  was  disappointed  with  that  review,"  says  Wallace. 
But  he  perked  up  when  this  reporter  read  to  him  a  rave 
in  New  York  magazine.  "The  evening  breathes  heavy 
with  excitement,"  gushed  John  Simon,  the  vampire  of 
Broadway  cntics,  "crackles  with  repartee,  rings  the  bell 
with  epigrams,  and  detonates  depth  charges  of  laugh- 
ter. It  converts  the  Biltmore  into  a  discotheque  of 
explosive  delight." 

Of  possibly  even  greater  interest  to  Wallace  would  be 
the  terse  comment  "very  significant,"  uttered  early  in 
the  new  year  by  another  journalist.  Diane  Davies, 
Houston  correspondent  for  Piatt's  Oilgram  Sens,  referred 
not  to  Wbodurmit  but  to  Republic's  Dec.  29  announce- 
ment that  it  had  discovered  an  oil  and  natural  gas  field 
in  St.  James  Parish,  La.  that  is  one  of  the  largest  ever  on 
the  Gulf  Coast.  St.  James  Parish  is  about  50  miles  from 
New  Orleans  and  many,  many  more  from  West  47th 
Street  and  Broadway. — Kevin  McManus 
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1983  FORDJ2B^3f  CROWN  VICTORIA 


ITS  A  COMFORT  TO  KNOW  YOU  CAN 
STILL  OWN  THIS  MUCH  CAR. 


UM  It-- 


Buck  and  Stram 
take  you  into  the 
thick  of  it.  _ 


Personal 
Affairs 

:ession  Bufman  most  recommends, 
:ontingency  plans  among  royalty  par- 
icipants  to  cut  costs  during  losing 
veeks.  "When  we  got  off  to  a  slow 
tart  with  Joseph,  the  authors,  director 
xid  choreographer  agreed  to  cut  their 
oyalties  during  bad  weeks.  With  the 
ame  weekly  grosses,  the  bottom  line 
mproved  by  $30,000  or  $40,000." 
Vhile  14  new  shows  folded,  Joseph 
licked  up  steam  and  has  paid  back 
bout  one-third  of  its  investment. 

Given  the  dismal  prospects,  you 
vould  think  becoming  an  angel  is 
imple,  but  it's  not.  Because  of  com- 
dicated  state  filing  and  financing  reg- 
dations,  producers  tend  to  rely  on 
ontacts  and  former  backers  rather 
han  direct  mail.  A  couple  of  years  ago 
lufman  earned  a  few  chuckles  in  the 
heater  world  when  he  ran  newspaper 
ds  for  angels — he  got  500  responses 
ait  just  a  handful  of  investors. 

Some  would-be  angels  try  the  hit- 


and-miss  approach,  writing  to  produc- 
ers whose  work  they  like.  Bufman 
suggests  contacting  theatrical  organi- 
zations such  as  the  League  of  New 
York  Theatres  &  Producers  to  find  out 
about  new  ventures. 

Jon  Fraser,  a  veteran  off-Broadway 
director,  suggests  investors  keep  an 
eye  on  off-off-Broadway  showcases — 
limited  runs  produced  at  minimal  ex- 


"Tkts"  booth  on  Broadway 
When  crowds  thin,  half  off  tickets 
Icsep  shows  alive  but  net  nothing  to 
angels,  who  may  get  paid  last. 


pense — because  these  days  that's  the 
safest,  most  economical  way  to  test 
new  plays.  "People  who  aren't  in  New 
York  should  go  to  staged  readings  or 
workshops  at  regional  theaters. 

"For  an  investor  with  a  few  thou- 
sand dollars,"  continues  Fraser,  "off- 


Broadway  really  offers  the  best  chance 
to  get  behind  the  scenes  and  make  a 
production  happen.  Because  you're 
usually  backing  less-established  pro- 
ducers, writers  and  directors,  they 
want  to  keep  you  involved." 

A  case  in  point  is  Wives,  being  pro- 
duced off-off-Broadway  this  winter  by 
Dottie  Serdenis,  a  corporate  finance 
associate  with  Merrill  Lynch.  Ser- 
denis "always  fantasized  about  bring- 
ing my  business  skills  to  the  theater." 
To  woo  "cherubs" — small  investors 
of  $500  or  so — she's  passing  along  a 
small  stake  in  any  off-Broadway  or 
cable  production  done  within  the 
next  few  years.  She  also  plans  to  keep 
her  backers  involved  through  read- 
ings, updates  on  casting,  sets  and  cos- 
tumes and,  of  course,  that  opening 
night  party. 

Although  the  odds  of  success  off 
Broadway  are  smaller,  the  downside 
risk  is  less  and  money  goes  further. 
And  for  angels  who  believe  in  happy 
endings,  there's  always  Max  Weitzen- 
hoffer's  experience.  He  fell  in  love 
with  a  Fifties-type  musical  called 
Pump  Boys  and  Dinettes,  bought  20% 
for  just  $24,000,  and  six  months  later 
saw  it  move  to  Broadway,  where  it's 
still  going  strong. 


Advertisement 


Small  Firm's  New  Golf  Ball  Draws 
Hole-in-One  Letters  from  All  Over  U.S. 


Seller  Guarantees  Ball  Will  Cut 
Strokes — or  Money  Back 


Perfect  Balance  Reduces  Hooks,  Slices 


By  MlKK  HKNSON 

NORWALK,  CT— A  small  company  in  Connecticut  is 
selling  what  might  be  the  most  hook-free,  slice-free  ball 
in  golf.  Independent  tests  prove  its  perfect  balance  is 
light  years  ahead  of  the  best  halls  on  the  market.  Its 
center  of  gravity  is  97.5%  perfect,  compared  to  58%  for 
Top  Flight,  28%  for  Titleist  and  worse  for  Hogan  and 
MaxFli.  This  huge  advantage  on  balance  makes  the  ball 
less  likely  to  spin  off  course,  and  surely  accounts  for  the 
best  proof  a  company  could  ask  for:  hole-in-one  letters 
from  all  over  the  U.S.  As  you  can  imagine,  these  men 
and  women  think  the  ball  is  the  best  thing  that  has 
happened  since  they  began  playing. 

The  ball  also  has  up  to  2 1'  more  rebound  power  than 
Titleist,  Top  Flight,  MaxFli  and  Hogan.  It  comes  off  the 
floor  like  a  jack  rabbit! 

The  ball's  name  is  Guidestar  and  although  its  sales 
are  small  it  is  drawing  letters  like  this:  "Shot  my  first 
hole-in-one  the  first  time  I  used  Guidestar  on  my  home 
course.  Great  balls!". 

There  is  even  a  letter  from  New  Zealand  where  a  min- 
ister scored  a  hole-in-one  with  the  ball. 

In  light  of  independent  tests  and  a  file  full  of  hole-in- 
one  letters,  the  company  guarantees  Guidestar  will  cut  a 
golfers  score  dramatically.  If  it  doesn't  they  will  take 
back  the  balls  and  refund  their  price  promptly. 


They  also  guarantee  Guidestar's  patented  construc- 
tion makes  it  the  most  durable  ball  in  the  world,  and  to 
prove  it  we'll  send  a  buyer  three  new  ones  free  if  heever 
cuts  one.  All  he  has  to  do  is  return  the  damaged  ball  with 
5()<T  for  postage. 

Guidestar  also  has  an  option  for  golfers  with  less  than 
perfect  vision:  Hi-Vision™  yellow.  A  yellow  ball  is  far 
easier  to  spot  on  the  fairway,  in  tall  grass,  rough  and 
shallow  water.  As  tennis  players  learned  long  ago,  it  is 
easier  to  track  in  the  air  and  helps  you  hit  an  object  more 
squarely  by  increasing  eye/hand  coordination.  Golfers 
who  have  used  yellow  golf  balls  report  a  much  faster 
game,  fewer  lost  balls,  even  better  shots. 

If  you  want  to  save  money  on  lost  and  damaged  balls 
and  (who  knows)  watch  breathlessly  on  par  3's  as  Guide- 
star's  perfect  balance  carries  your  tee  shot  toward  the 
cup! — then  try  this  new,  patented  ball.  White  or  Hi- 
Vision™  yellow  you  can't  lose — a  refund  is  guaranteed  if 
you  don't  cut  strokes. 

To  order  Guidestar  send  your  name  and  address  to  the 
National  Golf  Center  (Dept.  G-137  ),  18  Lois  Street,  Nor- 
walk,  CT  06851.  Include  $19.95  (plus  $1.75  shipping)  for 
one  dozen;  $1 8  each  for  two  dozen  or  more.  Six  dozen  cost 
only  $99.  No  shipping  on  orders  of  two  or  more  dozen.  If 
you  want  Hi-Vision™  yellow,  be  sure  to  say  so,  otherwise 
they  will  send  you  white. 

To  charge  it  give  them  your  card's  name,  account 
number  and  expiration  date.  No  P.O.  Boxes,  please;  all 
shipments  are  UPS.  CT  and  NY  residents  add  applica- 
ble sales  tax.  Ht>st  Enterprises.  Inc.  19H2 

Mike  Henson  is  a  New  York-based  freelanee  writer 
and  the  author  of  Seerets  of  the  Short  Game. 
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44 Whole  Life  Insurance? 

Reports  of  its  death 

have  been 
greatly  exaggerated!" 


Leo  R.  Futia,  CLU 
Chairman  of  the  Board, 
Guardian  Life 


Guardian's  LifeGuard  Whole  Life  is 
everything  the  critics  said  whole  life 
insurance  couldn't  be.  In  fact,  it's  the 
most  competitive  blend  of  insurance 
protection  and  cash  accumulation 
in  our  122-year  history. 

This  policy  is  backed  by  Guardian's 
superior  financial  strength  and  long- 
term  investment  strategy.  Like  all 
Guardian  products,  LifeGuard  was 
developed  with  the  safety  and  secu- 
rity of  the  policyholder  foremost 
in  mind. 

Contact  a  Guardian  agent  for  a  per- 
sonal illustration  showing  the  results 
this  policy  can  generate  for  you.  When 
you  see  the  numbers,  you'll  see  just 
how  much  life  there  is  in  Guardian's 
Whole  Life. 


LifeGuard  Whole  Life  in  Action: 

LifeGuard  Whole  Life,  $100,000,  Age  35,  Male,  Preferred 

Annual  Premium:  $1,531.00        Dividends  used  to  Purchase  Additions 


End  of 

Total  Death 

Total  Cash 

Return  on 

Return  on  Investment , 

Year 

Benefit* 

Value* 

Investment** 

w  ith  Cost  of  Insurance  ' 

20 

$194,751 

$  85,302 

8.99% 

10.40% 

Age  65 

406,699 

264433 

9.77% 

10.92% 

Guaranteed  Cash  Values:  20th  year,  $30,845;  Age  65,  $49,183 

*  Figures  depending  on  dividends  are  neither  estimated  nor  guaranteed,  but  are  based  on  the 
dividend  scale  for  1983.  A  settlement  dividend  is  paid  upon  death,  surrender,  or  maturity,  or 
upon  continuation  for  reduced  paid  up  or  extended  term  insurance,  provided  that  premiums 
have  been  paid  for  at  least  eleven  years. 

**The  Return  On  Investment  reflects  the  total  cash  value  growth  in  relation  to  annual 
premium  payments,  and  indicates  the  equivalent  yield  that  an  individual  must  earn  in  an 
alternate  investment. 

tThe  Return  on  Inv  estment  With  Cost  of  Insurance  reflects  the  total  cash  value  growth  in 
relation  to  annual  premium  payments,  and  indicates  the  equivalent  yield  that  an  individual 
must  earn  in  an  alternate  investment,  after  deducting  the  annual  cost  of  the  insurance  based 
on  The  Guardian's  current  Yearly  Renewable  Term  rates  for  the  age,  face  amount  and  policy 
class  show  n  above. 

Div  idends  are  affected  by  policy  loans.  Undercurrent  economic  conditions,  in  any  given  policy 
year,  the  greater  the  amount  of  loans,  the  smaller  the  dividend.  The  abov  e  illustration  assumes 

no  loans. 


The  Guardian 


Life  Insurance  Company  of  America 

201  Park  Avenue  South,  New  York,  NY  10003  •  A  mutual  company  established  in  1860 


Capital  Markets 


Conventional  wisdom,  abhorring  risk, 
shies  away  from  junk  bonds.  But  who 
ever  got  rich  on  conventional  wisdom? 

METHOD  IN  THE 
MADNESS 


By  Ben  Weberman 


Out  of  the  Los  Angeles  office  of 
Drexel  Burnham  Lambert  comes  a 
fresh,  insightful  way  of  looking  at 
an  old  worry — evaluating  the  risk  of 
high-yield  junk  bonds.  Drexel  ana- 
lysts there  have  set  aside  classic  ac- 
counting notions  of  how  heavy  a 
debt  load  Company  X  may  be  carry- 
ing in  favor  of  what  they  call  mar- 
ket-adjusted debt  ratios — MAD  for 
short.  This  approach  is  worth  your 
attention. 

Conventional  wisdom  in  bond  re- 
search relies  heavily  on  a  com- 
pany's debt  ratio — for  every  dollar 
of  debt  there  is  so  much  in  stock- 
holder's equity.  The  lower  the  ratio, 
obviously,  the  stronger  the  bonds. 

A  company's  debt  ratio,  Drexel 
analysts  say,  is  not  simply  what 
some  accountant  has  assigned  as 
the  value  of  bonds  and  stocks  but 
rather  the  values  set  in  the  market- 
place. Hence,  "market-adjusted" 
debt  ratios.  The  MAD  ratio  indi- 
cates what  the  market  thinks  a 
company's  assets  are  worth  and 
what  proportion  of  that  is  debt. 

The  MAD  method  is  especially 
useful  in  turbulent  times,  offering 
surprising  insights  into  what  reces- 
sion, volatile  interest  rates  and  a 
bullish  stock  market  have  done  to 
the  debt  quality  of  seemingly  fragile 
small  companies  and  seemingly  sol- 
id blue  chips— seemingly,  that  is,  by 


Ben  Weberman  is  economics  editor  of 
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conventional  measures.  Since  the 
market  rally  of  last  summer,  for  ex- 
ample, many  small  companies  trad- 
ing at  fancy  price/earnings  multi- 
ples have  sold  new  stock.  Others 
have  called  outstanding  debentures 
for  conversion  into  equity. 

In  all  this  ferment,  a  gap  arises 
between  risk  as  measured  abstractly 
by  bookkeepers  and  risk  as  mea- 
sured in  the  marketplace.  As  a  re- 
sult, the  bonds  of  some  corporations 
with  quite  healthy  debt-to-equity 
ratios  are  wrongly  seen  as  junk, 
while  the  bonds  of  some  old-line 
blue  chips  are  seen  as  quality  stuff, 
although  by  MAD  measures  they 
are  becoming  shaky. 

Comdisco,  rated  B-l/BB  +  ,  for  ex- 
ample, which  forced  conversion  of  a 
debenture  issue  in  December,  now 
has  a  debt  load  of  just  8%  of  total 
capitalization  when  adjusted  to 
market  values.  By  conventional 
measures,  it  was  47%  just  before 
the  conversion  and  18%  after.  MCI 
Communications,  also  aided  by  a 
debenture  conversion,  had  well  over 
$4  billion  of  market  value  equity 
Nov.  30,  and  a  MAD  ratio  of  14%, 
compared  with  $1 .75  billion  in  mar- 
ket equity  and  a  MAD  ratio  of  28% 
just  six  months  earlier. 

Telex,  one  of  the  biggest  turn- 
arounds of  1982,  carries  a  B  rating — 
predominantly  speculative — but 
boasts  one  of  the  best  MADs  at  pres- 
ent, with  a  ratio  of  13%. 

Many  companies  considered  in- 
vestment grade,  in  contrast,  now 
have  MADs  that  indicate  far  greater 
risk  than  that.  The  MAD  ratio  for 
U.S.  Steel  is  77%,  and  Republic  has 
75%  debt  in  relation  to  total  market 
value.  (U.S.  Steel's  bond  rating  is  A; 
Republic's,  BB.)  Ford  Motor  comes 
in  relatively  high  with  47%. 

The  moral:  You  are  better  off 
buying  high-yield,  low-rated  bonds 
when  the  MAD  is  low  than  buying 
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low-yield,  high  MAD  debt  of  a  dete- 
riorating blue  chip  corporation. 

Drexel  analysts  have  also  been 
rethinking  another  old  problem — 
the  attractiveness  of  bonds  convert- 
ible into  common  stock,  more  par- 
ticularly the  premium  that  inves- 
tors always  pay  for  the  conversion 
privilege.  Here,  too,  says  Drexel,  lis- 
ten to  the  market. 

Most  of  the  investment  commu- 
nity believes  that  a  low  conversion 
premium  can  be  recovered  much 
faster  than  a  high  premium.  Not 
necessarily  so,  says  Drexel. 

The  usual  technique  calculates 
break-even  time  using  the  difference 
in  percentage  yields  on  the  bond  and 
on  the  stock.  This  method  exagger- 
ates the  time  it  takes  to  get  back  the 
premium  and  to  be  on  an  equal  foot- 
ing with  anyone  who  purchased  the 
stock  directly.  The  exaggeration 
grows  as  the  premium  gets  higher. 

Drexel,  in  contrast,  uses  a  meth- 
od comparing  the  dollars  earned 
each  year  from  equal  investments 
in  a  convertible  debenture  and  in 
the  underlying  stock.  This  dollar- 
based  method  reflects  a  relatively 
short  break-even  period  for  high- 
premium  convertibles. 

Consider  Boeing  87/ss  of  2006,  re- 
cently traded  at  99  and  convertible 
at  42 'A.  With  shares  trading  at  347/8, 
the  premium  comes  to  a  relatively 
modest  19.91%.  Conventional 
methods  show  a  4.02-year  period 
needed  to  recover  the  premium, 
while  the  Drexel  method  indicates 
only  3.35  years. 

In  the  case  of  a  high  premium,  the 
difference  in  break-even  is  dramat- 
ic. Digicon  lO'As  of  2001  sell  at  76, 
with  a  conversion  price  of  37.  With 
the  stock  trading  at  12Va,  the  premi- 
um is  123%. 

Under  the  old  system  8.9  years 
are  needed  to  recover  the  premium. 
Drexel  analysts  figure  the  premium 
comes  back  in  less  than  half  that 
time — just  3.99  years. 

The  Drexel  calculation  shows 
that  while  low-premium  converti- 
bles can  have  many  advantages  over 
direct  ownership  of  the  underlying 
common  stock,  the  high-premium 
convertibles  usually  have  substan- 
tial advantages  over  lower-premium 
convertibles.  Payback  periods  are 
not  significantly  longer  and  the 
higher  yields  provide  considerable 
downside  protection.  ■ 
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The  Contrarian 


Betting  on  earnings  estimates  is  one  of 
the  dumber  forms  of  gambling. 

THE  STREET'S 
ROPE  TRICKS 


By  David  Dreman 


Remember  the  Hindu  fakir  dreami- 
ly playing  his  flute  as  a  length  of 
rope,  swaying  to  the  music,  rises 
into  the  air  from  a  basket?  The  great 
Indian  rope  trick.  That  fakir  had 
nothmg  on  Wall  Street.  I  am  speak- 
ing of  the  sleight-of-hand  behind 
some  of  this  year's  earnings  esti- 
mates^— and  the  ease  with  which 
they  collapse. 

By  now  the  reader  will  know 
what  I  am  referring  to:  Earnings  es- 
timates so  flimsy,  so  illusory,  that 
when  they  come  up  against  the  real 
world  the  stocks  collapse  complete- 
ly. It  is  my  opinion  that  betting  on 
earnings  estimates  is  one  of  the 
dumber  forms  of  gambling. 

Do  I  mean  Warner  Communica- 
tions? Among  others,  yes. 

Why  did  these  stocks  collapse? 
Why  have  so  many  others  like  them 
collapsed  in  the  past?  Because  their 
prices  weren't  predicated  on  demon- 
strated earnings  but  on  analysts' 
insubstantial  dreams  about  what  fu- 
ture earnings  would  be. 

The  videogame  stocks  are  over 
the  dam — down  the  drain  is  maybe 
a  better  description — and  what  I'm 
warning  readers  about  now  are 
rosy  earnings  projections  for  far 
less  glamorous  stocks.  I'm  talking 
about  the  1983  estimates  for  major 

Dcuid  Dreman  is  managing  director  of 
Dreman.  Gray  c-  Embn:  Investment  Coun- 
sel, New  York,  and  author  of  The  New 
Contrarian  Investment  Strategy. 


cyclicals.  These  estimates  may 
prove  too  high.  If  they  do,  these 
stocks  can  drop  sharply,  even 
though  the  stocks  are  neither  high 
priced  in  historical  terms  nor  in 
terms  of  what  the  analysts  expect 
them  to  earn. 

Estimates  for  highly  cyclical  in- 
dustries such  as  base  metals,  ce- 
ment, truck  manufacturers  and 
even  consumer  durables  are  almost 
entirely  dependent  on  the  strength 
of  the  recovery.  In  a  word,  they  are 
built  on  economic  forecasts — a 
foundation  about  as  solid  as  a  house 
of  cards. 

As  readers  are  only  too  aware, 
economic  forecasting  has  not  been 
improved  by  the  continuing  substi- 
tution of  computer  models— fre- 
quently based  on  simplistic  and 
outmoded  circumstances.  A  com- 
puter is  more  impressive  than  a 
ouna  board  but  not  necessarily 
more  dependable  when  it  comes  to 
predicting  the  future.  Martin  Feld- 
stein,  chairman  of  the  President's 
Council  of  Economic  Advisers,  re- 
cently said  he  was  disappointed 
with  current  economic  progress. 
What  he  meant  was:  He  has  little 
handle  on  the  economy. 

So,  if  no  one  really  knows  what 
the  economy  is  going  to  do,  how 
dependable  are  earnings  estimates 
that  assume  a  given  level  of  eco- 
nomic recovery?  The  best  guessti- 
mates now  are  that  the  economy 
might  turn  in  the  current  quarter  or 
maybe  the  next.  Tomorrow  or  the 
day  after  tomorrow. 

I've  seen  a  lot  of  sharply  higher 
earnings  projections  for  cyclical 
stocks  this  year.  They  are  all  depen- 
dent on  the  economy  turning  up 
immediately,  if  not  a  month  or  two 
sooner.  This  turn  is  essential  for 
estimates  such  as  the  following: 
Lone  Star  icementl  earnings  are  pro- 
jected to  rise  from  a  loss  of  SI  in 
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1982  to  a  profit  of  SI. 50  a  share  in 
1983;  Fruehauf  from  a  loss  of  SI. 65 
to  a  profit  of  S2.50;  Cummins  En- 
gine (diesel  engines  for  trucks!  from 
a  loss  of  40  cents  to  a  profit  of  S3. 50; 
Ford  from  a  loss  of  SI. 50  to  a  S6.45 
profit;  General  Motors  from  S3. 50 
to  S8.50,  and  so  it  goes. 

And  if  these  estimates  prove  over- 
optimistic?  Remember  Warner 
Communications. 

The  bottom  line  for  me  in  this 
market  is  to  play  for  short  singles — 
safety — rather  than  home  runs.  I 
think  the  primary-  trend  is  up  over 
the  next  few  years  because  stock 
prices  are  still  badly  underv  alued — 
serious  recession  or  no.  But  even 
good  markets  can  have  violent  reac- 
tions and  vulnerable  groups,  so  I 
would  weight  my  portfolios  in  areas 
where  earnings  are  less  volatile  and 
there  is  less  playing  with  Indian 
rope  tricks  when  it  comes  to  earn- 
ings estimates. 

Some  stocks  I  would  look  at  here: 

Kroger  (38)  is  one  of  the  nation's 
largest  food  chains.  Earnings  should 
improve  an  estimated  10%  to  15% 
in  1982  and  be  up  again  in  1983.  The 
stock  trades  at  a  price  earnings  ratio 
of  8  and  yields  4.9%. 

Borden  (47),  a  multinational  food 
company  with  major  stakes  in 
chemicals,  should  report  higher 
earnings  in  1982  and  another  good 
increase  this  year.  The  stock  trades 
at  a  P/E  of  8  and  yields  4.6%. 

I  Hilei  er.WV  \73)  is  a  giant  interna- 
tional consumer  products  company 
operating  over  200  subsidiaries  in 
75  countries,  with  its  largest  stakes 
in  Western  Europe.  The  company's 
earnings  for  1982  should  be  up  mod- 
erately, with  a  larger  gain  this  year. 
The  stock  trades  at  a  multiple  of  7 
and  yields  6.2%. 

Wells  Fargo  (27),  the  nation  's  12th- 
largest  bank,  with  over  400  offices 
in  California,  should  show  good  re- 
covery in  income  for  1982.  With 
sharply  lower  interest  rates,  another 
improvement  is  anticipated  this 
year.  Wells  Fargo  trades  at  5  times 
earnings,  yielding  7.2%. 

Sure,  there  is  more  thrill  in  the 
long  ball,  but  the  team  that  hits 
singles  or  doubles  consistently  usu- 
ally comes  out  ahead.  Translated 
into  market  strategy  this  would 
suggest  at  present  a  policy  of  staying 
with  stocks  whose  price  is  grounded 
m  present  earnings  rather  than  al- 
most entirely  in  future  prospects.  ■ 
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Observations 


If  you  command  lower  interest  rates  to 
stimulate  a  recovery,  you  assure  soaring 
interest  rates  when  recovery  comes. 

INTEREST  RATES 
AND  THE  CONGRESS 


By  Ashby  Bladen 


IV 

■ 

The  most  important  economic 
choice  facing  us  is  this:  Should  we 
accept  the  deflation  and  hard  times 
that  are  the  consequences  of  the 
financial  troubles  developing  here 
and  abroad?  Or  should  we  try  to 
fend  off  hard  times  by  bailing  out 
everybody,  even  at  the  risk  of 
runaway  inflation  and  the  eventual 
destruction  of  our  financial  system? 
My  guess  is  that  Congress  will  be 
unable  or  unwilling  to  make  the 
difficult  choice.  That  means  we 
must  wait  for  the  next  presidential 
election  to  decide  the  issue.  Most 
congressmen  are  not  systematic 
thinkers,  so  they  do  not  yet  see  the 
issue  in  those  stark  and  simple 
terms,  but  there  it  is. 

If  the  issue  were  purely  a  domes- 
tic one,  the  ultimate  outcome 
would  be  almost  impossible  to  pre- 
dict. Americans  are  generally  re- 
ceptive to  the  idea  of  bailing  out 
other  overextended  Americans,  but 
I  am  not  sure  what  the  answer 
would  have  been  if  bailing  out  the 
Hunt  boys  had  been  put  to  a  popu- 
lar vote.  The  moral  to  that  story  is 
that  if  you  are  going  to  overextend 
yourself,  you  want  to  do  it  for  at 
least  a  billion  dollars.  Get  into 
trouble  over  a  few  thousand  dollars 
and  maybe  your  mother  worries. 


Asbby  Bladen  is  senior  rice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


Get  into  trouble  over  a  billion  and 
the  Fed  worries. 

However,  by  1984  the  choices  are 
going  to  be  much  tougher.  It  will  no 
longer  be  a  question  of  bailing  out 
fellow  Americans  but  bailing  out  a 
good  part  of  the  world.  Once  the 
implications  of  that  have  sunk  in, 
the  American  voters  will  almost 
certainly  decide  that  they  do  not 
think  very  much  of  the  idea.  That  is 
why  I  believe  that,  after  a  long  peri- 
od of  confusion  and  uncertainty,  the 
outcome  will  be  another  bout  with 
deflation  and  hard  times.  But  the 
essential  features  of  our  present  fi- 
nancial system  will  survive. 

Meanwhile,  at  home,  the  Con- 
gress is  about  to  debate  whether  it 
should  direct  the  Fed  to  lower  inter- 
est rates  in  order  to  speed  economic 
recovery,  fust  asking  the  question 
betrays  an  appalling  lack  of  under- 
standing of  the  principles  involved. 
A  moderate  level  of  interest  rates 
has  become  one  of  the  things,  like 
happiness,  that  you  can't  achieve 
by  aiming  at  it  directly.  If  you  aim 
at  living  a  useful  life,  you  may 
discover  some  day  that  you  are 
also  living  a  happy  one.  Only  by 
aiming  to  end  the  inflation  can  we 
hope  to  permanently  restore  mod- 
erate interest  rates. 

Before  people  caught  on  to  the 
inflationary  consequences  of  exces- 
sive debt  formation,  the  Fed  could, 
and  did,  aim  directly  at  lowering 
interest  rates  in  hard  times.  Now 
that  works  only  so  long  as  the  times 
remain  hard.  At  the  first  sign  that 
the  policy  is  working  and  the  econo- 
my is  recovering,  interest  rates  will 
go  through  the  roof  again.  The  de- 
pendable old  remedy  has  degenerat- 
ed to  a  temporary  painkiller. 

After  20  years  of  accelerating  in- 
flation and  appalling  losses  in  real 
terms  for  the  holders  of  long-term 
bonds,   nobody  any  longer  buys 


MONEY  &  INVESTMENTS 


them  for  the  fixed  and  secure  in- 
come that  used  to  be  their  chief 
attraction.  Instead,  they  are  bought 
for  speculation  on  a  cyclical  decline 
in  interest  rates.  Indeed,  by  now  we 
have  developed  a  larger  market  for 
bond  futures  than  for  the  underly- 
ing bonds  themselves. 

A  decline  in  interest  rates  auto- 
matically produces  a  large  increase 
in  the  prices  of  long-term  bonds  but, 
conversely,  a  rise  in  rates  produces  a 
correspondingly  large  fall  in  bond 
prices.  So  people  buy  them  when 
they  expect  the  economy  to  weaken 
and  drop  them  at  the  first  sign  of 
recovery.  During  the  last  several 
months  we  have  had  a  record  appre- 
ciation from  record  lows  in  bond 
prices,  but  an  upturn  in  the  real 
economy  would  make  those  gains 
vanish  like  Cinderella's  coach. 

The  only  way  that  the  Congress 
can  help  to  permanently  restore 
moderate  and  economically  viable 
interest  rates  and  fairly  stable  bond 
prices  is  by  aiming  to  restore  the 
conditions  in  which  people  are  will- 
ing to  buy  and  hold  bonds  for  in- 
come. A  policy  that  aims  at  stimu- 
lating economic  recovery  by  reduc- 
ing interest  rates  will  inevitably  fail 
because  it  will  rekindle  inflationary 
expectations  when  recovery  begins. 
But  a  policy  that  aims  at  killing 
inflation  will  have  the  incidental 
side  effect  of  lowering  interest  rates 
and  stimulating  a  healthy  and  sus- 
tainable economic  recovery. 

For  decades  it  made  sense  to  bor- 
row in  order  to  buy  physical  proper- 
ties, confident  in  the  belief  that  re- 
payment would  be  made  in  cheaper 
dollars.  Borrowers  profited  at  the 
expense  of  lenders.  But  the  lenders 
have  caught  on. 

Today,  many  private  borrowers 
are  overextended  after  decades  of 
inflation-hedge  borrowing,  but  the 
government  has  not  yet  decided  to 
bail  them  all  out.  So  private  mar- 
kets have  turned  deflationary,  and 
the  only  remaining  source  of  do- 
mestic inflation  is  the  govern- 
ment's own  borrowing  and  spend- 
ing. Congress  could  help  to  reduce 
interest  rates  permanently  by  re- 
ducing the  government's  deficit  and 
by  resisting  the  pressures  for  bail- 
outs. But  if  Congress  simply  orders 
the  Fed  to  put  rates  down,  it  will 
achieve  nothing  but  a  resumption  of 
inflation,  perhaps  at  a  faster  rate 
than  before.  ■ 
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Commodities 


With  warehouse  stocks  high  and  the  econ- 
omy still  in  a  blue  funk,  how  can  you 
make  a  bullish  case  for  copper  prices? 

COMING  BACK 
TO  LIFE 


extended  vacation.  Such  actions  are 
extremely  expensive  and  painful  for 
all  concerned.  The  fixed  costs  of 
owning  the  mine  continue,  but, 
faced  with  production  costs  of  85  to 
90  cents  per  pound  and  selling  costs 
around  70  cents,  mine  operators 
have  had  little  choice. 

Problems  in  the  copper  industry 
do  not  exist  only  in  the  U.S.  The 
copper  cartel  (CIPEC)  has  attempted 
to  maintain  its  production  just  as 
though  demand  was  out  there  to 
absorb  it.  The  reason  for  this 
strange  behavior  is  not  hard  to  find. 
If  you  have  only  a  few  products  to 
export  and  you  need  hard  currencies, 
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By  Stanley  W.  Angrist 


It  has  been  more  than  a  year  since  I 
wrote  about  copper.  But  it  is  more 
than  elapsed  time  that  attracts  my 
attention  to  the  only  nonprecious 
metal  traded  on  a  futures  exchange. 
Because  copper  is  of  such  funda- 
mental importance  to  the  world's 
industrial  economy,  it  is  interesting 
to  look  at  its  price  action,  with  the 
hope  that  it  might  provide  us  a  clue 
to  the  direction  of  both  the  world's 
economy  and  our  own. 

For  almost  three  years  copper 
prices  have  been  in  an  unrelenting 
downtrend.  In  June  1982  prices  hit 
their  lowest  levels  in  real  terms  in 
the  post-World  War  II  period.  Re- 
moving inflation  from  the  price  of 
copper  revealed  that  its  real  price 
had  sunk  under  20  cents  per  pound. 
(The  real  price  was  over  70  cents  per 
pound  in  1973  and  as  recently  as 
1980  was  over  42  cents  per  pound.) 
The  May  contract  went  as  low  as  61 
cents  (nominal  price)  in  June,  before 
experiencing  a  brief  rally. 

In  the  face  of  this  incredibly  weak 
price  structure,  domestic  producers 
have  instituted  significant  cutbacks 
in  production.  It  is  estimated  that 
1982  production  of  copper  in  the 
U.S.  probably  did  not  exceed  70%  of 
1981's  output.  This  reduction  in 
output  has  been  achieved  by  putting 
mine  workers  on  indefinite  layoff  or 


Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  obsert  er  of  the 
commodity  markets 


Rising  inventories  don't  bode  well 
for  the  near  term  because  they  act  as 
a  big  overhang  on  the  market. 

Yet  I  believe  a  mildly  bullish  case 
can  be  made  for  copper.  The  news 
from  the  housing  industry  in  recent 
months  has  been  encouraging,  with 
housing  starts  coming  back  from 
their  summer  lows.  In  addition, 
auto  sales  have  also  started  to  rise, 
which  adds  to  the  demand  side  of 
copper. 

Seasonal  studies  of  the  copper 
market  reveal  a  tendency  for  the 
May  contract  to  gain  on  the  Septem- 
ber contract,  starting  in  midwinter. 
If  this  seasonal  tendency  is  coupled 
with  a  continued  strengthening  of 
copper's  two  primary  markets  and  a 
general  turnaround  in  the  economy, 
then  a  modest  increase  in  demand 
for  copper  would  occur.  Given  the 
fact  that  copper  users  have  been  liv- 
ing on  a  hand-to-mouth  basis,  this 
increase  in  demand  should  result  in 
a  modest  rally  in  copper  prices. 

I  would  try  to  take  advantage  of 
this  situation  by  means  of  a  bull 
spread  in  copper  (shown  in  the 
chart) — long  May/short  September, 
with  September  at  least  at  a  200- 


Comeback  for  copper? 


The  limited-risk  bull  spread  in  copper  shown  below  reflects  the 
adequate  supply  of  copper  that  has  prevailed  over  the  last  several 
years.  If  demand  for  copper  picks  up,  this  spread  will  narrow,  giving 
copper  bulls  a  play  for  the  first  time  in  a  long  time. 


September  and  May  copper  prices  (cents  per  pound) 
78  _ 


September-May  difference  Icents  per  pound) 

4 
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you  export  them,  regardless  of  price. 

At  year-end,  stocks  of  copper  at 
the  London  Metal  Exchange  ware- 
house were  at  their  highest  level 
since  the  end  of  1978 — in  excess  of 
200,000  metric  tons.  Year-end 
stocks  at  the  COMEX  warehouse  in 
the  U.S.  were  at  their  highest  level 
since  1974,  when  records  were  first 
made  public — over  250,000  tons. 


point  premium.  It  should  be  noted 
that  full  carrying  charges  on  this 
spread  should  be  no  more  than  320 
points.  The  margin  on  this  spread  is 
$400  and  the  round-turn  commis- 
sion about  SI 00.  I  would  risk  no 
more  than  50  points  from  my  entry 
point  ($125  per  spread),  and  I  would 
look  for  a  profit  of  at  least  120 
points  ($300  per  spread).  ■ 
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Don't  Gamble  with 
Y)ur  Retirement! 


Make  sure  your  IRA  smooths  out 
big  ups  and  downs  in  interest  rates. 


""Vpn't  be  misled.  Just  because  someone  is 
1  offering  high  interest  earnings  today  for 
—  "  your  IRA  and  Keogh  deposits,  it  doesn't 
cessarily  mean  you'll  accumulate  more  money 
the  time  you're  ready  to  retire. 

ore  important  to  you,  is  the  method  that 
11  be  used  for  determining  your  earnings  if 
erest  rates  ride  a  roller  coaster  in  the  future, 
ould  the  wide  swings  of  recent  years  continue, 
w  your  earnings  are  adjusted  to  these  changes 
uld  affect  the  growth  of  your  dollars  far  more 
in  the  interest  rate  in  effect  at  the  time  you 
ike  a  deposit. 

bat's  why  you  should  know  about  the  new 
A  Current  Yield  Annuity  (CYA)  now  offered 
The  Bankers  Life  of  Des  Moines.  It's  a  unique 
ly  to  smooth  out  today's  big  swings  in  interest 
:es  so  that  your  earnings  gradually  adjust  to 
i  current  cost  of  money. 

nlike  other  IRA's,  a  part  of  previous  years' 
ntributions,  plus  all  interest  earned  during  the 
st  year,  is  reinvested  annually  over  the  next 
/eral  years  at  the  then  current  rate. 


You  are  protected,  as  a  result,  against  any  sharp 
decline  in  interest  earnings.  And,  conversely,  if 
interest  rates  go  up,  all  "new  money"  plus  a  por- 
tion of  previous  years'  deposits  and  earnings 
draw  the  new,  higher  rate. 

Consider  the  advantage  this  offers  over  other 
investments  that  lock  you  into  a  fixed  rate  for 
many  months  or  years.  Especially  when  The 
Bankers  Life  CYA  current  deposits  are  now  earn- 
ing substantially  more  than  most  money  market 
yields.  Also,  you  get  the  usual  annuity  features 
of  partial  withdrawals  and  guaranteed  minimum 
on  accumulation. 

And  only  an  annuity  can  give  you  a  guaranteed 
monthly  income  for  as  long  as  you  wish! 

So  before  you  decide  where  to  place  your  IRA 
or  Keogh  investment,  make  sure  you  understand 
how  earnings  will  be  credited  to  your  account  in 
future  years.  If  you're  not  protected  by  an  ade- 
quate adjustment  for  changes  in  interest  rates, 
you  owe  it  to  yourself  to  check  into  CYA. 

For  more  information  about  CYA,  call  your 
local  office  of  The  Bankers  Life  of  Des  Moines,  or 
mail  the  coupon  below. 


THE 
BANKERS 
LIFE 

ANKERS  LIFE  COMPANY,  DES  MOINES,  IOWA  50307 


r 


L 


The  Bankers  Life,  Consumer  Services  FB-1 3A 

Des  Moines,  Iowa  50307 

Please  tell  me  more  about  CYA  for  IRA  and  Keogh  deposits. 
Name  


1 


Address. 
City  


-State. 


-Zip_ 


Telephone. 


J 


Venture  Capital 


your  eyes. 

Now  have 
someone 

read  this 
to  you. 


Ilou  are  blind.  A  student.  Facing 
four  years  of  college.  With  about 
thirtv-rvvo  textbooks  to  read.  Plus 
fifty  supplemental  texts.  How  are  you 
going  to  manage? 

With  Recording  for  the  Blind.  Since 
1951,  we've  helped  over  60,000  blind, 
perceptuallv  and  phvsicallv  handi- 
capped students  get  through  school. 
Bv  sending  them  recordings  of  the 
books  they  need  to  read.  Free. 

Recording  for  the  Blind  is  non- 
profit, and  supported  bv  volunteers 
and  contributions  from  people  like 
vou  who  can  imagine  what  it's  like  to 
be  blind. 

Your  tax-deductible  donation  will 
help  our  students  meet  their  educa- 
tional goals.  We'd  all  be  grateful. 

If  vou  want  to  know  more  about 
us,  write: 
Station  E 

Recording  for  the  Blind,  Inc. 
215  East  58th  Street 
New  York,  New  York  10022 
(212)  751-0860 


Getting  venture  money  is  easy.  You  just 
believe  in  miracles  and  get  the  venture 
capitalists  to  believe  with  you. 

FLOWERS  FROM 
THE  DESERT 


By  Thomas  P.  Murphy 


Aryeh  Finegold,  36,  mesmerizes  his 
listeners.  Ideas  pour  from  him,  a 
whirling  melange  of  Silicon  Valley 
high  tech  and  a  management  philos- 
ophy bom  of  Intel  and  the  Israeli 
paratroopers.  Those  myopic  brown 
eyes  behind  their  thick  glasses  dart 
and  bore  in:  "Am  I  getting  through 
to  you?"  they  demand. 

"I  grew  up  in  a  country  where  you 
have  to  believe  in  miracles,"  he 
says.  "You  march  25  miles  in  the 
desert  with  a  heavy  field  pack.  You 
don't  think  you  could.  But  you 
could  do  it.  It  is  a  question  of  will. 

"I  told  people  when  I  started  hir- 
ing for  Daisy  Systems  in  1980,  'You 
will  work  55  hours  a  week.  And 
every  other  Sunday.  If  you  fall  be- 
hind on  your  schedule,  there  is  Sat- 
urday.' They  signed  an  agreement. 

"The  pay  was  miserable.  But  peo- 
ple came  to  work  here  as  engineers 
who  had  been  project  managers  in 
other  companies.  We  got  the  finest 
people.  Brilliant  people.  We  met  ev- 
ery major  deadline.  We  did  S8  mil- 
lion sales  in  1982.  We'll  do  S300 
million  by  1986." 

What  brought  the  best  and  bright- 
est to  another  flimsy,  Silicon  Valley 
startup-  Finegold,  of  course;  he  be- 
lieves and  makes  you  believe. 

Everybody  in  the  electronics  field 
knew  that  the  industry's  ability  to 
manufacture  large-scale  and  very 

TbomOs  P  Murphy  lieads  a  venture  capital 
firm,  Partnersijip  Dankist.  Stamford.  Conn. 


large-scale  integrated  devices  was 
outrunning  its  ability  to  design 
them.  The  design  cycle  was  getting 
longer,  and  the  product  cycle 
shorter.  A  million  dollars'  worth  of 
development  was  already  going  into 
some  integrated  circuits,  and  that 
wouldn't  scratch  the  surface  for  the 
new  very  large-scale  integrated  de- 
vices, the  VLSIs.  How  do  you  define 
VLSI?  A  device  requiring  more  than 
a  lifetime  to  design. 

Finegold  had  led  a  design  team  at 
Intel.  "I'd  been  there  two  months 
and  was  heading  the  team.  A  bunch 
of  misfits,  but  we  brought  the  first 
automobile  engine  controller  [the 
chip  controlling  an  automobile  en- 
gine] in  on  schedule.  Intel  became 
the  preferred  source  for  Ford." 

Tbe  popular  press  writes  about 
computers  designing  computers. 
Don't  believe  it.  CAD,  computer- 
aided  design,  helps  chiefly  on  the 
final  third  of  the  design  process. 
CADs  are  mostly  drafting  tools. 
They  translate  the  engineer's  sche- 
matics onto  a  video  screen,-  blue- 
prints, in  effect.  The  other  two- 
thirds  of  the  design  process  is  taking 
the  concept  for  the  new  device  and 
translating  it  into  logic  diagrams 
and  schematics.  That  is  the  "cre- 
ative" part,  but  much  of  it  is  boring 
and  repetitive.  That  is  the  part  the 
Finegold  team  set  out  to  automate. 

They  weren't  the  first.  IBM  had 
credited  CAD  with  cutting  design 
tune  on  its  3081  by  two-thirds.  But 
IBM  wasn't  selling  what  it  knew. 

Finegold  wanted  an  inexpensive 
system,  based  on  microcomputer 
technology,  that  could  be  used  not 
only  by  the  2,000  engineers  who 
design  integrated  circuits  in  this 
country  but  by  200,000  other  engi- 
neers who  might  do  designing  if  a 
user-friendly  aid  were  offered  to 
them.  Daisy  is  that  system  and  the 
first  on  the  market,  too.  Others  are 


Recording  for  the  Blind,  Inc 

AN  EDUCATIONAL  LIFELINE 


104 


FORBES  JANUARY  31.  1983 


MONEY  &  INVESTMENTS 


>ming  in  now,  at  least  ten,  but 
ostly  still  in  prototype  or  demon- 
ration  units.  Daisy  leads. 
Money.  Where  does  an  Israeli  en- 
neer,  who  arrived  here  illegally  in 
>77  with  a  wife,  child  and  $800, 
:t  the  capital  to  start  a  company? 
Venture  capital,  of  course.  In  this 
ise,  from  Fred  Adler,  a  very  special 
:nture  capitalist.  Intuitive,  they 
11  him.  No  committees,  no  con- 
stants. Adler  (he  became  chair- 
an  of  Daisy)  makes  up  his  own 
ind.  Sometimes  very  fast. 
"We'd  been  talking  to  venture 
pitalists  in  Silicon  Valley,"  says 
negold.  "They  kept  calling  us 
ick  to  meet  with  more  consultants 
3m  Stanford.  I  don't  think  they 
rer  did  understand  what  we  want- 
1  to  do.  I  got  disgusted  and  called 
ed  Adler  in  New  York.  I  managed 
/o  sentences  and  then  he  was  tell- 
g  me  what  I  wanted  to  do.  He  was 
*ht.  He  knew  the  market,  the 
ayers,  who  the  competitors  would 
:.  He  said,  'Fly  back  to  New  York.' 
aid,  'When?'  He  said,  'Now.'  I  told 
m  I  didn't  have  a  dime  to  my 
ime.  He  paid  the  air  fare. 
"Dave  Stamm  [who  left  Intel 
ith  Finegold  and  is  now  executive 
ce  president  of  Daisy]  and  I  got 
ere  at  noon.  We  talked  all  day. 
ed  had  a  dinner  and  invited  us 
ong.  I  figured  I  wouldn't  leave  un- 
;  I  had  an  answer  from  him.  At  1 1 
clock  I  had  a  commitment."  Adler 
ought  in  Oak  Management,  a  big 
estport,  Conn,  venture  fund  that 
ecializes  in  computer-related  in- 
:stments.  He  got  Max  Palevsky 
id,  ultimately,  the  Rockefellers' 
nd — Venrock — Sutter  Hill  and 
hers.  In  all,  they  put  $9  million 
to  Daisy.  Another  round  of  fi- 
incing  is  going  to  be  needed  to 
ke  Daisy  Systems  where  Aryeh 
negold  thinks  it  can  go. 
"See  those  three  buildings?"  Fine- 
ild  points  from  his  window  to 
ree  typical  Silicon  Valley  two-sto- 
:d  California  moderns.  "We're  go- 
g  to  take  all  three." 
He  is  thinking  big.  "The  $10  mil- 
)n  barrier.  We've  passed  that, 
nen  there  are  the  $100  million  and 
e  $1  billion  barriers."  Finegold  is 
)t  about  to  relax.  "At  Intel,"  he 
ys,  "they  called  me  'the  Ham- 
er.'  It  sounds  crazy,  but  people 
ant  to  work  hard. 
"We'll  lead  the  industry,"  the 
ammer  says.  You  believe  him.  ■ 


GET  TODAY'S 
HIGH  BOND  YIELDS 
WITH  LIQUIDITY. 


If  you're  seeking  a  higher, 
more  stable  level  of  income 
during  this  period  of  declining 
money  market  rates,  the  T  Rowe 
Price  New  Income  Rind  offers 
you  a  solution.  Earn  double- 
digit  yields  from  a  proven  leader 
in  corporate  bond  and  other 
debt  securities. .  .plus,  enjoy  the 
same  liquidity  features  of  a 
money  market  fund: 

•  Daily  access  to  your  money 

•  Free  checkwriting  over  $500 

•  No  penalty  for  early 
withdrawal 

•  Free  exchange  with  other 
T.  Rowe  Price  Funds 

So,  if  your  objective  is 
to  capture  high  long-term 
yields,  while  accepting  some 


capital  risk,  consider  the  New 
Income  Rind. 

CALL  NOW  FOR 
TODAY'S  HIGH  YIELD 
TOLLFREE 1-800-638-5660 
In  Maryland  1-800-492-1976 
In  Baltimore  547-2308 

Yield  should  be  considered  along  with  the  potential 
for  price  fluctuation;  both  will  vary  as  market  con- 
ditions change. 


T.  Rowe  Price 

T.  Rowe  Price  Marketing,  Inc.  Dept  D56 
100  E.  Pratt  Street,  Baltimore,  MD  21202 

Please  send  me  a  prospectus  on  your  New 
Income  Fund  —  a  no-load  fund  —  with  more 
complete  information,  including  management 
fee  and  other  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest. 


Name . 


Address . 
City  


State  . 


.Zip. 


Do  men  waste  more  time 
on  the  job  than  women  ? 
@  What  was  the  price  of 
stock  in  AT&T  on  April  1, 
1944?  @  How  many 
bones  do  dogs  have?  @ 

Have  a  question? 


Call  your  library! 


American  Library  Association 
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Your 
legacy: 

A 

40 -acre 
ranch 
and 
a  way 
of  life. 

As  big  as  all  outdoors, 
Forbes  Magazine  is  now 
offering  substantial  land  for 
skiers,  hunters,  naturalists 
and  lovers  of  America's 
magnificent  Old  West. 

For  the  pleasure  of  you 
and  your  family  today  these 
minimum  40-acre  ranch 
estates,  adjacent  to  the 
Forbes  Trinchera  Ranch  in 
southern  Colorado,  will  be 
an  important  legacy  in  the 
future  of  your  loved  ones. 

Prices  start  at  $25,000 
with  down  payment  as  low 
as  1%  and  monthly  pay- 
ments of  $250,  including 
interest  at  9%.  For  details 
and  color  brochure  write  or 
phone: 

Mr.  Errol  Ryland,  Manager 

FORBES 
WAGON  CREEK 
RANCH 

Box  303  K 
Fort  Garland,  Colorado  81133 
(303) 379-3263 

This  is  not  an  ofter  to  sell  in  states  where  not  registered 


★★* 

-,  N.Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd&  3rd  Aves.) 
N  YC  753-8450-1 


When  the  market  was  less  volatile,  inves- 
tors were  more  so.  Now  the  reverse  is  true. 

THEY  SHOOT 

BROKERS, 
DON'T  THEY? 


By  Srully  Blotnick 


What  does  high  short-term  volatil- 
ity in  the  stock  market  do  to  the 
typical  investor?  Does  it  affect  his 
behavior  when  he  sees  IBM  vary  as 
much  as  6  points  in  a  single  day- 
Recent  events  provide  the  answer. 

Ken  is  one  of  the  best — that  is, 
most  consistently  successful — 
stock  investors  I  monitor.  Relying 
above  all  on  intuition,  yet  staying  in 
touch  with  technical  and  funda- 
mental considerations,  he  has  been 
able  to  call  market  tops  and  bot- 
toms with  a  high  degree  of  accuracy. 

Bruce,  the  stockbroker  who  han- 
dles Ken's  account,  is  a  vice  presi- 
dent at  the  maior  full-commission 
firm  where  Ken  transacts  his  busi- 
ness. "I  give  him  very  little  advice," 
Bruce  told  me.  "He  doesn't  seem  to 
want  it."  This  broker-customer  re- 
lationship has  been  going  strong 
now  for  nearly  five  years  and  has 
been  characterized  throughout  by 
genuine  friendliness. 

Lately,  that  has  begun  to  change. 
"Bruce  hasn't  been  doing  his  job," 
Ken  remarked  with  unmistakable 
bitterness. 

"What  do  you  mean?"  I  asked. 

"He's  been  dragging  his  feet  be- 
fore he  gets  my  order  to  the  floor. 
He  quotes  me  one  price  when  I  give 
him  the  order  on  the  phone  and  I 

Dr.  Srulfy  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  On  Way 
and  W  inning:  The  Psychology  of  Successful 
Investing 


end  up  with  another  when  I  talk  t< 
him  later  or  get  my  confirmation  n 
the  mail." 

"And  how  do  you  account  fo 
that?"  I  asked. 

"Maybe  he  sits  down  and  eats  i 
ham  sandwich  before  passing  on  th 
order.  All  I  know  is  I'm  gettin, 
lousy  executions." 

Lousy  executions — the  phrase  i 
starting  to  crop  up  with  some  regu 
lanty,  and  is  conspicuous  particu 
larly  because  the  people  using  i 
haven't  done  so  before.  Ken,  th 
self-sufficient  investor,  says  he  i 
considering  changing  brokers.  H 
may  not  do  so,  but  the  reaction  i 
significant:  A  lot  of  people  are  in 
mood  to  change  brokers  for  some 
thing  that  isn't  the  broker's  fault. 

The  volatility  is  having  anothe 
curious  effect,  as  the  following  ex 
ample  demonstrates. 

"What  have  I  done  lately  in  th 
market?"  asked  Terry,  repeating  nr 
question.  "Not  a  lot.  Come  to  thin] 
of  it,  not  a  thing." 

"How  come?"  I  asked. 

"That's  a  good  question.  I  se< 
plenty  of  opportunities  to  mak 
money.  .  .  ." 

"I  hear  a  but  coming,"  I  said. 

"But  ...  I  don't  know  why  I'v 
been  so  lazy  lately,"  he  said,  shrug 
ging  his  shoulders. 

Terry  is  anything  but  lazy,  and  i 
had  already  occurred  to  him  that  h 
has  been  acting  somewhat  strangel' 
in  recent  months,  at  least  where  hi 
investments  are  concerned.  But  h 
is  by  no  means  alone. 

Jn  fact,  what  has  been  takin, 
place  recently  can  best  be  summei 
up  in  the  paradox:  When  the  marke 
was  less  volatile,  investors  wen 
more  so.  Odd  as  it  may  sound,  th 
significant  increase  in  market  vola 
tility  has  paralyzed  many  investors 
They  have  been  mesmerized  by  th 
market's  zigzags.  Up  15  points  oi 
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the  Dow  in  the  morning  and  down 
20  in  the  afternoon — a  35-point 
swing  intraday — has  turned  them 
into  pillars  of  salt,  fascinated  by 
what  they  see,  yet  inert. 

This  is  one  reason  they  haven't 
been  selling.  A  good  many  investors 
are  remaining  inactive  even  though 
they  feel  that  some  of  their  holdings 
have  gone  up  too  much.  The  num- 
ber of  investors  who  consider  at 
least  some  of  the  stocks  they  cur- 
rently own  to  be  overpriced  has 
soared  from  13%  in  June  to  more 
than  6 1  %  in  early  January. 

How  long  will  the  paralysis  last? 
When  there  is  a  major  discrepancy 
between  people's  perceptions  and 
the  real  world,  first  they  try  to  bring 
the  real  world  more  into  line  with 
their  perceptions.  If  they  can't,  the 
discrepancy — or  cognitive  disso- 
nance, as  psychologists  call  it — is 
reduced  through  changes  in  their 
perceptions.  The  extensively  stud- 
ied process  is  typically  labeled  "dis- 
sonance reduction." 

In  this  instance  what  that  means 
is  this:  Dissonance  reduction  is 
likely  to  take — is  already  taking — 
the  effect  of  raising  investor  hopes 
for  a  strong  economic  recovery  late 
in  1983.  After  all,  if  you  are  sitting 
on  stocks  you  consider  overpriced 
and  you  find  yourself  unable  to 
bring  yourself  to  sell  them  (for  rea- 
sons you  can't  quite  put  your  finger 
on),  then  what  more  gentle  escape 
from  the  dilemma  can  there  be  than 
to  boost  your  expectations  sudden- 
ly? Once  you  have  changed  your 
perceptions  of  future  economic  re- 
ality, no  activity  is  called  for.  Noth- 
ing needs  to  be  done.  Inner  peace 
can  once  again  prevail. 

All  this  makes  me  a  bit  uneasy.  A 
stock  market  that  rises  on  a  mixture 
of  investor  reluctance  to  sell  and 
investor  self-delusion  is  necessarily 
fragile.  At  this  point,  it  is  by  no 
means  certain  whether  the  optimis- 
tic or  the  pessimistic  scenario  is  the 
correct  one,  but  if  you  strongly  feel 
like  doing  something  in  the  market, 
do  it.  If  you  think  some  of  your 
stocks  are  significantly  overpriced, 
sell  them;  don't  sit  around  and  fabri- 
cate a  radically  improving  earnings 
picture  to  justify  doing  nothing. 
You  can  make  a  case  for  being  bull- 
ish and  a  case  for  being  bearish,  but 
there  is  not  much  of  a  case  for  fret- 
ful inactivity  and  the  fantasies  it 
generates.  ■ 
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Special  Invitation  from 
VALUE  LINE 

To  Investors  Who  Use 
Discount  Brokers 

. . .  and  make  their  own  investment  decisions 


A  growing  minority  of  investors  are  turning 
to  discount  brokers  to  cut  commission 
costs.  Generally,  this  is  appropriate  only  for 
those  who  make  their  own  decisions,  since 
most  discount  brokers  do  not  provide  in- 
vestment research. 

So,  if  you're  doing  business  with  a  dis- 
count broker,  you  need  the  best  indepen- 
dent research  you  can  get.  (Your  commis- 
sion savings  on  just  a  few  trades  may  pay 
for  a  full  year  of  such  assistance.)  Here's 
how  Value  Line  can  help: 


We'd  like  to  send  you  Value  Line's  latest 
full-page  Reports  on  each  of  1700  stocks 
under  continual  review.  These  come  to  you 
ready  for  instant  use,  fully  indexed  and 
loose-leaf  bound  in  the  Investors  Refer- 
ence Service  .  .  .  and  will  be  systematically 
updated  by  new  Reports  in  the  weeks 
ahead.  Filing  takes  less  than  a  minute  a 
week.  All  this  material  is  so  organized  in 
your  binder  that  you  can  quickly  turn  to  a 
continually  updated  report  on  almost  any 
leading  stock. 

These  comprehensive  Reports  cover  al- 
most every  stock  that's  likely  to  be  of  inter- 
est to  you.  The  1700  stocks  covered  by 
Value  Line  account  for  approximately  96% 
of  all  dollar  trading  volume  in  the  U.S. 
equity  markets.  With  Value  Line,  you're 
really  "well  armed." 

A  typical  Value  Line  full-page  Report  on 
a  stock  includes  22  series  of  vital  financial 
and  operating  statistics— going  back  15 
years  and  estimated  3  to  5  years  into  the 
future — plus  ratings  and  estimates  of  re- 
lative Price  Performance  in  the  next  12 
months,  long-term  percentage  Apprecia- 
tion Potential,  Safety,  current  Yield  and 
P/E  compared  to  past  norms,  and  Value 
Line's  analysis  of  ongoing  corporate  devel- 
opments. About  130  Reports  are  issued 
every  week — 1700  every  13  weeks — in  regu- 
lar sequence. 

But  perhaps  most  signficant  of  all  is  the  ob- 


jective Value  Line  Ranking  system  which 
reduces  thousands  of  hours  of  research  by 
70  experienced  analysts  and  statisticians  to 
two  straightforward  signals,  the  rank  for 
Timeliness,  the  rank  for  Safety. 

Stocks  to  Avoid  Now 

Because  Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1700  stocks,  you 
can  quickly  and  easily  identify  which  stocks 
we  currently  rate  relatively  best  and  worst 
for  your  particular  goals.  We  especially 
suggest  you  avoid  the  400  stocks  currently 
rated  below  average  for  Timeliness  in  the 
year  ahead. 

In  addition  to  the  full-page  Reports,  Value 
Line's  key  investment  ratings  and  measure- 
ments for  all  1700  stocks  are  updated 
EVERY  WEEK  in  our  40-page  weekly  Sum- 
mary &  Index.  With  Value  Line,  you  are 
never  left  "hanging." 

Double  Bonus  Offer 

If  you're  an  independent  investor — if  you 
call  your  own  shots— you  should  settle  for 
nothing  less  than  the  best.  So  we  invite  you 
to  let  us  send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the  next  12 
months.  Plus  two  immediate  bonuses— the 
two-volume  Investors  Reference  Service 
(described  above)  and  our  penetrating  new 
96-page  guide  book,  "Evaluating  Common 
Stocks,"  which  explains  how  even  inex- 
perienced investors  can  apply  thousands  of 
hours  of  professional  research  to  their  own 
portfolios  by  focusing  on  only  two  unequi- 
vocal ratings,  one  for  Timeliness  (Perfor- 
mance in  next  twelve  months)  the  other  for 
Safety. 

Money  Back  Guarantee:  You  take  no  risk  in 
accepting  this  offer.  If  you're  not  satisfied 
with  Value  Line  for  any  reason  at  all,  just 
return  the  material  you  have  received  with- 
in 30  days  for  a  full  refund  of  your  subscrip- 
tion fee. 

Special  Introductory 
Trial  Offer 

Or  if  you  prefer— and  if  no  member  of 
your  household  has  subscribed  to  Value 
Line  in  the  past  two  years— you  may  take 
an  introductory  10-week  trial  for  only  $33. 
You  get  the  same  bonuses  and  the  same 
money-back  guarantee. 


CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express 
or  Visa,  phone  1-800-331-1750  (operator  13) 
24  hrs.  7  days  a  week. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO..  INC.*  71 1  Third  Ave.,'  NEW  YORK,  N  Y.  10017 

Department  216J31 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  lor  $33  to  The  Value 
Line  Survey  (limited  once  to  any  household  every  two  years) 
and  send  me  the  two  bonuses  listed  above 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  lor  $330  and 
send  me  the  two  bonuses  listed  above  There  are  no  restric- 
tions with  this  annual  subscription 

SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT  CARD  LCD 
CALCULATOR  given  to  you  when  you  or- 
der The  Value  Line  Investment  Survey  for 
one  year 


This  subscription  is  tax-deductible  and  non-assignable 
(N  Y.  residents  add  sales  tax  ) 
Allow  4  to  6  weeks  lor  delivery. 


□  My  payment  is  enclosed  □  Please  charge  to  □  American 

Exp  □  Master  Card  □  Visa  Expiration  Date  

Account  U  


Signature 
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Zip 


Statistical  Spotlight 


The  bull  market  has  swept  up  many  mon- 
eylosing  stocks  that  still  have  little  to  show 
other  than  promise. 


Counting 
chickens 


Which  way  next? 


If  analysts  are  right  about  these  shares,  fine.  If  they  are  wrong. 


-Price- 


-Earnings  per  share- 


Company 


%  increase 

since  Latest  1983 

8/16/82        Recent      12  months  estimate 


Most 
profitable 
year  since 

1977 


Bird  &  Son  212% 

Chrysler  136 

AM  International  125 

Golden  West  Financial  119 

American  Motors  115 

US  Home  107 


Gibraltar  Financial  100 

Kaufman  &  Broad  98 

Imperial  Corp  of  Am  93 

UAL  91 

Great  Western  Financial  90 

Mark  Controls  89 


Arrow  Electronics  85 

Quantronix  83 

Chicago  &  N  Western  Trn  82 

Fruehauf  76 

Condec  74 

Eastern  Air  Lines  70 


Ford  Motor  69 

National  Semiconductor  69 

AMR  68 

Trans  World  68 

Louisiana  Pacific  68 

Kay  Corp  67 


Republic  Airlines  65 

Del  E  Webb  62 

Fotomat  62 

Sam  P  Wallace  58 

Atlas  Cons  Mng  &  Dev  57 

Datapoint  57 


Certain-teed  57 

Florida  Steel  56 

Delta  Air  Lines  53 

Kaiser  Steel  52 

Phelps  Dodge  52 

Manville  50 

Evans  Products  50 


NA:  Not  available. 


6%  £-6.76  $0.38  $  3.93 

17'/8  -0.97  3.16  2.07 

2%  -3.98  NA  2.54 

15%  -2.54  2.08  1.99 

7  -3.60  0.39  2.24 

27'/8  -0.56  1.92  3.32 


9'/2  -3.03  1.64  2.24 

127/g  -0.19  0.94  1.65 

13%  -4.56  1.22  5.24 

31%  -4.18  2.51  11.93 

26'/«  -3.29  2.59  4.15 

13'/2  -0.25  0.99  1.61 


18  -0.76  0.59  1.82 

6Vs  -0.44  NA  0.41 

22  Vi  -0.12  1.49  3.23 

28%  -1.83  2.65  7.28 

12%  -4.58  -0.74  2.87 

77/8  -5.38  -0.33  2.91 


38%  -6.38  6.25  14.16 

22%  -0.52  1.83  2.37 

23%  -1.87  2.46  3.36 

27'/2  -1.49  3.37  4.54 

28%  -0.29  1.51  3.36 

13%  -1.01  NA  2.10 


7%  -1.07  0.74  1.42 

lO'/s  -0.58  0.55  1.57 

5%  -0.21  0.12  1.18 

4%  -0.38  NA  1.24 

2%  -0.54  -0.20  0.51 

18%  -0.18  0.74  2.45 


18  -1.53  1.14  3.68 

16%  -1.83  -0.25  3.37 

41%  -0.08  1.81  3.68 

24  -2.27  -3.00  12.76 

28  Vi  -3.08  0.41  5.06 

11%  -0.36  0.82  5.62 

9%  -1.78  0.00  4.65 


Sources:  Wilsl)ire  Associates.  Institutional  Brokers 
Estimate  System  (IBES)  of  Lynch,  Jones  c-  Ryan 


By  Steve  Kichen 
and  Paul  Bornstein 

T|he  great  bull  market  of  lat< 
1982  was  not  terribly  discrimi 
nating.  There  were  doublings  anc 
even  treblings  among  shares  of  compa 
nies  that  are  currently  in  the  red — th< 
theory  being  that  a  pickup  would  pu 
them  back  into  profitability. 

Listed  below  are  37  stocks  with  an 
nual  sales  of  $250  million  or  more 
which  have  appreciated  at  least  50% 
since  Aug.  16,  1982.  All  these  compa 
nies  have  lost  money  over  the  last  ■ 
months.  But  if  the  analysts  are  right 
most  should  be  in  the  black  in  1983. 

For  the  analysts'  consensus  we  an 
indebted  to  the  Institutional  Broker: 
Estimate  System  (IBES),  a  service  o 
New  York-based  brokerage  firn 
Lynch,  Jones  &.  Ryan.  IBES  keep: 
track  of  what  analysts  think  and  ex 
pect.  Nevertheless,  most  of  thes< 
stocks  don't  appear  to  be  cheap — a 
least  on  1983  estimates.  The  IBES  es 
timates  show  15  companies  selling  a 
a  multiple  higher  than  the  broadh 
based  Wilshire  index  of  1 1.  And  6  an 
not  expected  to  earn  money  in  1983 
Apparently,  the  market  is  looking  be 
yond  this  year. 

Cyclical  industries — autos,  housin) 
and  airlines — are  well  represented.  S< 
are  S&Ls,  prime  beneficiaries  of  lowe 
interest  rates.  "Every  economic  re 
covery  is  led  by  consumer  cyclicals 
particularly  the  airlines,"  says  Man 
Klee,  portfolio  manager  of  Nationa 
Aviation  &  Technology  Fund.  Klei 
thinks  airlines  are  extremely  under 
valued  in  spite  of  their  sharp  runups 
UAL  is  his  favorite. 

Autos?  "So  far  the  only  place  th< 
auto  recovery  has  occurred  is  at  th< 
corner  of  Broad  and  Wall,"  says  Davie 
Healy,  an  analyst  at  Drexel  Burnhan 
Lambert.  Nevertheless,  Healy  is  posi 
tive  on  Detroit  for  1983. 

A  modest  recovery  in  new  housinj 
starts  has  helped  building  and  con 
struction  stocks.  But  Robert  Currai 
of  Merrill  Lynch  has  become  cautioui 
on  some.  According  to  Curran,  firm 
such  as  U.S.  Home  and  Kaufman  & 
Broad  are  fully  valued.  He  would  wai 
for  a  pullback  before  buying  thes< 
stocks. 

Is  the  market  right  about  a  recover} 
strong  enough  to  rescue  the  weak  sis 
ters?  "Yes,"  according  to  John  Paulus 
chief  economist  at  Morgan  Stanley 
But  if  Paulus  and  those  who  agre< 
with  him  turn  out  to  be  wrong,  th< 
stocks  listed  on  this  page  could  quick 
ly  drop  back  into  the  tank.  ■ 
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Man  Bergman 

Suddenly, 
ea  Soup  Andersen's  is  as 


*g  as  Mobil. 


rted  out  small  enough, 
i  Soup  Andersen's  Restaurants  wanted  to  help  the  arts.  Just  like  Mobil  sponsors 
DieceTheatre,  but  on  a  smaller  scale.  So  they  sponsored  a  local  Theatrefest 
ildren's  Concert  Series  in  their  communities, 
d  then  they  won  big. 

i  Soup  Andersen's  and  Mobil  each  won  a  national  Business  in  the  Arts 
for  their  outstanding  support  to  the  arts.  Now  Pea  Soup  Andersen's  is 
ke  Mobil,  even  though  they're  not  exactly  a  corporate  giant, 
ir  business  doesn't  have  to  be  big  to  win.  All  you  have  to  do  is  support  the  arts, 
d  if  Pea  Soup  Andersen's  can  win,  why  can't  your  company?  If  your  business  supported 
:he  arts  last  year— gave  a  grant,  donated  services,  loaned  personnel  or  used  the  arts 
irtise  or  promote  your  products  or  services— you  might  be  eligible, 
more  information  about  the  Seventeenth  Annual  Business  in 
s  Awards,  co-sponsored  by  the  Business  Committee  for  the  Arts,  Inc., 
rbes  Magazine,  just  write  to  us  before  March  15, 1983: 
s  Administrator,  Business  Committee  for  the  Arts,  Inc., 
oadway,  Newfork,  Ny  10036,  or  call:  (212)  921-0700.  ' 
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Index  of  companies  covered  in  news  stories  and  by  tbe  columnists  in  this  issue. 


Abbott  Labs   78 

Aerospatiale  (France)  76 

Airborne  Freight   50 

Airbus  Industrie  |France)   38 

Air  France  (France)   37 

Alcoa  32 

Alexander  &  Baldwin   34 

Allied   78 

AT&T   10 

Amfac   12,  34 

Apple  Computer  46 

Athletic  Shoe  Factory   44 

Baldwin-United   14 

Barns  Inds  42 

Boeing   38,  99 

Borden  100 

Bntish  Airways  (U.K.)  37 

Britoil  (U.K.)   12 

Bruhnke  &  Silver   83 

Burlington  Northern   50,  91 

Burroughs   46 

CBS   32 

Cameron  Iron  Works   14 

Cartier  36 

Castle  &  Cooke  12,  34 

Champlm  Petroleum   90 

Chicago  &  North  Western   91 

Chrysler   10,  82 

Comdisco  99 

Communications  Satellite   84 

Comsat   32 

Con  Edison   78 

Cummins  Engine   100 

Daisy  Systems   6,  104 

Dayton-Hudson   34 

Dennison  Mines  64 

Devon   45 

Digicon   99 

Digital  Effects  10 

Digital  Equipment   46 

Dillingham   35 

Drexel  Burnham  Lambert  99 

Dun  &  Bradstreet   84 

Dysan  46 

Emery  Air  Freight   50 

Entenmann's   82 

Federal  Express  50 

Fiat  (Italy)   79 

Fidelity  Management  &  Research   82 


Ford  Aerospace   76 

Ford  Motor  83,  99,  100 

Fruehauf  '.  100 

Fu)i  Film  (lapanl   48 

GTE  77,  84 

General  Instrument   84 

GM  .*  17,  100 

Hallen   14 

Hitachi  (lapan)  48 

Hoffmann-La  Roche  79 

Home  Box  Office  15 

J.L.  Hudson  34 

IBM   46 

ITT  82 

Japan  Air  Lines  (|apan|   37 

KCMD  Prods   10 

KLM  Royal  Dutch  Airlines  (Netherlands!  37 

Kobe  Steel  (Japan)  70 

Kodak  33 

Kroger   100 

Lone  Star  Inds   100 

Lufthansa  (W.  Germany)   37 

MCI  Communications  99 

McDonald's   82 

R.H.  Macy  33 

Matra  (France)   76 

Maui  Land  &  Pineapple   35 

Maxell  (lapan)   48 

Melville   43 

Memorex   46 

Merry  Gines  Management   10 

Mexico  Fund  23 

Missouri  Pacific    90 

Montgomery  Ward  34 

Newmont  Mining    42 

Nippon  Steel  (Japan)   68 

Nissan  (Japan)  67 

North  American  Watch   36 

Oak  Management   104 

Ogilvy  &  Mather   10 

Orange  &  Rockland  Utilities    79 

Pacific  Gas  &  Electric   79 

Pan  Am   37 

Pansy  Ellen  Prods  48 

Perm  Central   42 

Peppendge  Farm    82 

Phelps  Dodge  1  42 

Phillips  Petroleum   91 

Pohang  Iron  &  Steel  (Koreal    70 


Purolator  5 

RCA   a 

Ralston  Punna   1 

Republic  9 

Republic  Mineral   9 

R.J.  Reynolds   3 

Rolex  U.S.A  3 

Rolls-Royce  (U.K.)  7 

Ross  Stores   4 

S.E.D.  Systems  (Canada)   8 

SIN   1 

Santa  Fe   9 

SAS  (Scandinavia)  3 

Sears,  Roebuck   3 

Simpson  Paper  7 

Smith  Barney,  Harris  Upham    1 

Southern  Pacific   76,  9 

Standard  Oil  of  Calif  9 

Stewart  Systems  8 

Sulzer  Bros  (Switzerland!   7 

Swissair  (Switzerland)   3 

TDK  (Japan!   4 

Talley  Inds  8 

Tandy  4 

Telefonos  dc  Mexico  |Mexicol   2 

Telex  9 

S  B.  Thomas  (U.K.)   8 

3M  4 

Time    19,  8 

Trans  World  3 

Trust  Co  of  New  Jersey   6 

Unilever  (U.K.)    82,  10 

Union  Pacific  9 

United  Parcel  Service  5 

United  Satellite  Television   8 

U.S.  Steel   9 

U.S.  Venture  Partners   4 

Venrock    10 

Verbatim  4 

Wackenhut   4 

Warner  Communications   10 

Washington  Post    1 

Wells  Fargo    10 

Western  Pacific   9 

Western  Union    7 

Whirlpool  3 

Wilshire  Oil  6 

Xerox  

Yawata  Works  (Japan)   6 


Do  you  know  anybody 
who  is  somebody  in  busines 
who  does  not  read 
Forbes  Magazine? 


Forbes: 
CapitalistTbol 


110 


FORBES,  JANUARY  31,  1983 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. .  .  ." 
Items  from  past  issues  of  Forbes 

ixty  years  ago  in  Forbes 

om  the  issue  of  February  3,  1923) 

>on't  allow  the  spectacular  events 
Europe  to  obscure  these  less  spec- 
;ular  but  fundamentally  important 
velopments  and  conditions  at 
me.  American  labor  is  fully  em- 
)yed  at,  on  the  whole,  equitable 
iges.  America's  agricultural  popula- 
>n  has  been  developing  substantial- 
greater  purchasing  power  and  has 
en  spending  and  will  continue  to 
tnd  larger  amounts.  .  .  .  America's 
pply  of  houses  is  still  far  short  of 
mirements,  and  there  is  little  like- 
iood  of  any  notable  let-up  in  the 
;ent  and  current  efforts  to  make 
od  this  deficiency.  .  .  .  American  se- 
rines have  appreciated  several  bil- 
n  dollars  in  market  value  since  the 
stained  recovery  set  in.  .  .  .  America 
ntinues  to  have  an  abundance  of 
uid  and  loanable  funds  available  at 
isonable  rates." 

'he  drastic  fall  in  the  value  of  the 
irk  seems  to  have  had  more  effect  on 
z  German  public  than  the  French 
monstration  in  the  Ruhr.  The  latest 
otation  in  New  York  is  25,000  to  the 
liar.  The  decline  was  accompanied 
another  sharp  increase  in  prices, 
ntic  attempts  on  the  part  of  the 
□pie  to  purchase  domestic  and  for- 
jn  stocks  and  an  increase  in  the  secret 
e  of  foreign  currencies.  .  .  .  The 
inkfurterZeitung's  index  of  commod- 
■  prices  on  the  basis  of  100  for  1914 
owsfor  Jan.  1  an  average  of  305, 4 17." 

i  one  'Jim  Crow'  car  on  an  Atlantic 
iast  Line  train  bound  north  there 
:re  78  Negro  passengers.  At  one  of 
t  stations  another  car  fully  loaded 
th  Negro  men  and  women  was  add- 
.  They  had  tickets  for  Philadelphia 
d  New  York.  The  conductor  said  he 
ver  knew  a  time  when  so  many 
:groes  were  migrating  to  the  North. 
"The  demand  for  labor  in  the  North, 
aether  with  the  curtailment  of  im- 
igration,  is  the  explanation.  How 
s  South  is  going  to  fare  for  farm 
nds  with  this  tremendous  drain  on 
supply  remains  to  be  seen." 

ifty  years  ago 

bruary  1,  1933) 

)rganized  barter,  homemade  anti- 
te  for  the  Depression,  is  spreading 
;e  wildfire.  Born  less  than  two  years 


ago  on  the  Pacific  Coast,  today  it  is 
feeding  and  clothing  hundreds  of  thou- 
sands of  people  in  the  Middle  and  Far 
West,  in  cities  varying  as  widely  in 
population  and  environment  as  Ven- 
tura, Calif,  (pop.,  10,019)  and  Minne- 
apolis (464,400);  Yellow  Springs,  Ohio 
(1,427)  and  Salt  Lake  City  (140,300). 
Omaha,  Denver,  Dayton,  Pittsburgh, 
Houston  and  many  other  cities  now 
have  work-and-commodity  exchang- 
es; new  communities  are  added  to  the 
list  almost  daily;  serious-minded  men 
are  urging  that  the  federal  government 
help  the  movement." 


THIS  TOKEN  EXPIRES  DECEMBER  31.  1933 
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Above,  a  fur-coated  Evanston,  III.  city 
employee  buys  groceries  with  city-issued 
scrip.  Below  is  type  of  scrip  used  in  New 
York  City's  In  wood  section  in  1933- 

The  item  above  marks  the  Depres- 
sion's final  spasm:  The  U.S.  financial 
fabric  was  fraying  badly  when  a  con- 
servative editor  like  B.C.  Forbes  could 
run  an  article  praising  organized  bar- 
ter. "Barter,"  the  article  said,  "pro- 
vides for  an  exchange  which  cannot 
take  place  if  the  parties  to  it  must  use 
standard  currency,  for  they  have 
none.  The  dentist,  having  no  clients, 
can  get  no  money  to  pay  for  groceries; 
the  grocer  must  bear  his  toothache  as 
best  he  can.  But  the  two  can  trade 
their  services." 

For  money,  such  barter  schemes 
normally  used  scrip — issued,  say,  by  a 
city  (to  pay  its  workers)  or  by  a  private 
citizens'  group;  the  trick  was  having 
enough  people  willing  to  accept  it  and 
to  provide  a  variety  of  goods  and  ser- 
vices in  exchange  (as  were  the  boot- 
leggers of  Toledo).  How  to  redeem  it 
was  also  a  problem:  Economist  Irving 
Fisher  of  Yale  suggested  that  the  gov- 


ernment issue  $1  scrip  units  to  which 
a  2-cent  stamp  must  be  affixed  each 
Wednesday.  At  year's  end  each  scrip 
dollar,  with  $1.04  in  stamps  on  its 
back,  would  be  redeemed  by  the  gov- 
ernment for  $1  in  currency.  But  the 
article  conceded  that  "Barter-and- 
scrip  systems  will  probably  die  a  natu- 
ral death  as  men  return  to  work  and 
get  their  hands  on  real  money." 

"As  winter  deepens,  debt-ridden 
farmers  are  throwing  organized  oppo- 
sition against  foreclosure  and  tax 
sales,  either  by  active  or  passive  re- 
sistance. And  as  January  comes  to  an 
end,  state  legislatures  are  drafting 
emergency  measures  to  relieve  farm- 
ers of  their  load.  In  Le  Mars,  Iowa,  a 
bitter  mob  gathered  in  January,  halt- 
ed a  foreclosure  sale,  slapped  a  sher- 
iff, seized  a  judge  and  manhandled  a 
lawyer  representing  the  mortgage 
holder.  'We're  trying  to  get  along 
without  using  violence.  But  some- 
times the  boys  get  out  of  hand,'  com- 
mented a  leader." 

"Reports  for  1932  from  the  airlines 
show  exceptional  progress.  .  .  .  Avi- 
ation's 1933  program  calls  for  greater 
flying  speed.  Transcontinental  & 
Western  Air  will  start  this  spring  a  16- 
hour  Los  Angeles-New  York  schedule 
for  passengers,  mail,  and  express  in 
new  planes  which  cruise  at  three 
miles  a  minute." 

Twenty-five  years  ago 

(February  1,  1958) 

"  'To  seize  opportunity/  Robert  R. 
Young  always  insisted,  'is  no  sin.' 
One  day  last  month  Robert  Ralph 
Young,  who  had  acted  out  his  titanic 
career  on  a  gigantic  stage,  seized  his 
final  opportunity.  Alone  in  the  bil- 
liard room  of  his  palatial  25-room 
Palm  Beach  mansion,  The  Towers,  he 
placed  a  double-barreled  shotgun 
against  his  head,  and  simultaneously 
pulled  both  triggers.  Thus,  at  60,  Bob 
Young,  who  had  lately  been  'a  little 
bit  ashamed'  of  being  called  a  railroad 
man  (New  York  Central)  and  pre- 
ferred to  be  known  as  a  'businessman' 
(Alleghany  Corp.)  deliberately  ended 
his  life  just  as  he  had  lived  it — in 
spectacular  fashion." 

"Wall  Streeters  give  little  credence  to 

rumors  that  the  price  of  gold  may  be 
raised  from  $35  to  $40  an  ounce  some- 
time in  the  near  future.  Rumors  ap- 
parently originated  in  Europe." 
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Luck  affects  everything; 
let  your  hook  always  be  cast; 
in  the  stream  where  you  least 
expect  it,  there  will  be  fish. 
Ovid 


Dig  a  well  before 
you  are  thirsty. 
Chinese  Proverb 


Today's  mistakes  are  only 
for  today.  Tomorrow  we 
shall  admit  them.  The 
day  after  tomorrow,  we 
shall  not  repeat  them. 
Sri  Chinmoy 


One  of  the  secrets  of  life 
is  to  keep  our  intellectual 
curiosity  acute. 
William  Lyon  Phelps 


Any  human  anywhere  will  blossom 
into  a  hundred  unexpected  talents 
and  capacities  simply  by  being 
given  the  opportunity  to  do  so. 
Doris  Lessing 


To  travel  hopefully  is 
better  than  to  arrive. 
James  Jeans 


To  have  succeeded  is  to  have 
finished  one's  business  on 
earth.  I  like  a  state  of 
continual  becoming,  with  a 
goal  in  front  and  not  behind. 
George  Bernard  Shaw 


All  that  exists  is,  in  a 
sense,  the  seed  of  what 
will  be  born  from  it. 
Marcus  Aurelius 


Men  live  by  their  routines; 
and  when  these  are  called 
into  question,  they  lose 
all  power  of  normal  judgment. 
They  will  listen  to  nothing 
save  the  echo  of  their  own 
voices;  all  else  becomes 
dangerous  thoughts. 
Harold  Laski 


Thoughts 

on  the  Business  of  Life 


Adversity  causes  some 
men  to  break,  others 
to  break  records. 
William  A.  Ward 


Devote  earnest  effort  to 
planning  your  life  to  selling 
for  yourself  a  goal.  Winds 
and  storms  may — doubtless 
will— force  you  occasionally 
off  your  course,  hut  surely 
il  is  heller  to  hare  a  course 
to  follow  than  to  float  about 
rudderless  and  goalless. 
B.C.  Forbes 


He  that  resolves  upon  any 
great  and  good  end  has,  by 
that  very  resolution,  scaled 
the  chief  barrier  to  it. 
Tryon  Edwards 


Make  no  little  plans; 
they  have  no  magic  to 
stir  men's  blood. 
Daniel  Hudson  Burnham 


There  is  a  strength  of  quiet 
endurance  as  significant  of 
courage  as  the  most  daring 
feats  of  prowess. 
Henry  Tuckerman 


Putting  off  an  easy  thing  makes 
it  difficult;  putting  off  a 
hard  one  makes  it  impossible. 
George  H.  Lorimer 


Most  of  us  need  time  pressure 
to  motivate  us.  There's  no 
point  in  starting  until  it's 
too  late. 
Alex  Ayres 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave..  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Initiative  is  doing  the  right 
thing  without  being  told. 
Victor  Hugo 


Defeat  is  not  the  worst 
of  failures.  Not  to  have 
tried  is  the  true  failure. 
George  E.  Woodberry 


Patient  continuance  is  so 
altogether  necessary  that  no 
work  can  be  good  in  which 
patient  continuance  is  lacking. 
Martin  Luther 


For  of  all  sad  words  of 
tongue  or  pen,  the  saddest 
are  these:  It  might  have  been. 
John  Greenleaf  Whittier 


A  Text . . . 

For  a  day  in  thy  courts 
is  better  than  a  thousand. 
I  had  rather  be  a  door- 
keeper in  the  house  of 
my  God,  than  to  dwell  in 
the  tents  of  wickedness. 
Psalm  84:10 


Sent  in  by  Charles  D.  Collis,  Cumberland, 
Md.  What's  your  favorite  text:  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


The  greater  the  obstacle,  the 
more  glory  in  overcoming  it. 

MOLIERE 


There  is  no  good  in  arguing 
with  the  inevitable.  The 
only  argument  available 
with  an  east  wind  is  to 
put  on  your  overcoat. 
James  Russell  Lowell 
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VTREPRENEUR 
IN  CUNNINGHAM 

HE  PROFITS 
FERE  TOO  GOOD 
0  LAST 


BUXLISSAME 
FES  *  1333 


Is  Guilty  ot  Unlair 
LABOR  PRACTICES 

BY  IT'S 
REFUSAL  TO  BARGAIN 

IN  GOOD  FAITH 
NOW.'  IS  THE  TIME 
TO  BARGAIN  FOR  A 
DECENT  CONTRACT! 

..^mm  201  E»t  St  S» 

*  m     SL  S*tt  «W 
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CIMARRON  RESPONDS 


You  can  sense  it  the  moment  you  first  see  Cimarron's  bold,  contemporary  road  stance. 
You  can  feel  it  the  second  you  slip  behind  the  wheel  and  into  Cimarron's 
leather-faced  lumbar-supported  front  bucket  seats.  And  you  can  experience  it 
every  time  you  take  to  the  open  road. 

Cimarron  responds.  See  for  yourself  at  your  Cadillac  dealer's  soon.  And  be  sure  to  ask 
about  the  special  edition  Cimarron  D'ORQ  shown  above. 


BEST  OF  ALL . .  IT'S  A  CADILLAC. 


CADILLAC  MOTOR  CAR  DIVISION  U  S 


Kodak  introduces 
the  duplicator  that  binds! 


"The  thickness  of  the  reports 
you  con  bind  knows  olmost 
no  bounds!" 


"It  wos  bound 
3  hoppen!  Beautiful 
bound  reports!" 


"Kodak  is  innovating  in  leaps  and  bounds! 
Automatic  in-line  book-style  binding, 
each  book  at  duplicator  speed.  Fast! 
Staples  too!  Standard  or  legal  size,  copied 
one  side  or  both  ( with  unique  single-pass 
duplexing),  with  or  without  colorful 
cover  sheets!" 


"What  Kodak  hath 
adhesive-bound  together, 
let  no  one  pull  asunder!" 


"My  reports  are 
bound  to  be  better 
with  binding!" 


"Talk  about  legally  binding. 
It  binds  8^x11 
and  8/2  x  14  paper  too!" 


"Send  the  coupon  or  coll. 

We're  honor-bound  to 
send  you  on  octuol  sample 
report  bound  with  the  new 
Kodak  Ektaprint250AFB 
duplicatori" 


©Eastman  Kodak  Company.  1983 


Call  toll-free  or  send  the  coupon. 
1 800  828-6270.  In  New  York  State,  call  1 800  462-6843. 

-03S»  

Eastman  Kodak  Company,  CD3324  Rochester,  NY  14650. 

Please  send  me  a  bound-like-a-book  brochure  produced 
on  the  new  Kodak  Ektaprint  250AFB  duplicator. 

Have  a  Kodak  representative  call. 
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107  Covet-  Story.  "If  we 
worked  hard,  there  would 
be  quite  a  bit  to  be  made  in 
the  labor  business. " 


38  Japan.  We  world's  sec- 
ond-largest financial  sys- 
tem is  opening  fast. 


62  Uranium.  Does  the  fate 
of  another  industry  hang 
in  the  balance.' 


38  Japan: 

The  Next  Great  Creditor  Nation 

A  country  that  won't  import  more  goods 
must  export  more  capital. 

40  Companies: 
Pacific  Telephone 

How  come  it's  suddenly  much  prettier? 

41  Baseball: 

Is  Billy  Martin  Worth  It? 

On  the  attendance  figures,  he  clearly  is. 

42  Pro  Football: 
"It's  All  Software" 

If  the  U.S.  Football  League  did  not  exist,  the 
networks  would  have  to  invent  it. 

43  Companies: 
MGM/UA 

Who  got  the  gold  mine?  Who  got  the  shaft? 

48  Companies: 
Gulf  &  Western 

Charlie  Bluhdorn  and  his  Quotron  are  more 
than  a  mere  diversion.  Last  year  they  ac- 
counted for  nearly  half  G&W's  net  income. 

50  Investing: 

A  Yankee  Doodle  Dandy 

Go  East,  young  man — way  East. 

55  Companies: 

Federated  Development 

A  wheeler-dealer  overplays  his  hand. 

58  The  Streetwalker: 
What  Price  The  DJIA? 

Is  the  Dow  the  "market"?  Also:  Arkansas' 
wily  Stephens  brothers;  bank  stocks;  the 
BelzbergS;  and  a  hot  stock  called  Lumex. 

62  Uranium: 

The  $10  Billion  Question 

Another  chance  for  Congress  to  be  penny- 
wise  and  pound-foolish. 

64  Hotels: 

Why  Does  The  Government  Love  Them? 

HUD  contributes  to  its  favorite  charity. 

66  Surveillance  Cameras: 
Here's  One  We're  Winning 

But  it's  a  very  close  race. 

71  Companies: 

Burlington  Industries 

Bill  Klopman  talks  a  great  game  about  U.S. 
companies'  "unhealthy  concern  for  short- 
term  results."  In  his  case,  the  long  view 
hasn't  worked  out  so  well,  either. 


74  Companies: 

Avatar  Holdings  Inc. 

How  the  rich  get  richer. 

78  Companies: 

Franklin  Realty  Group 

How  the  rich  get  poorer. 

80  Companies: 
Cabot  Corp. 

Getting  through  the  recession  rigged  for 
heavy  weather. 

82  The  Up  &  Comers: 

CB  Sports,  Inc.;  Hunt  Manufacturing 

The  virtues  of  perseverance;  the  problem  of 
succession. 

90  Companies: 
Noxell  Corp. 

After  50  years,  a  time  of  decisions. 

94  Taxing  Matters: 
ESOP's  Children 

First  there  was  TRASOP.  Now  here  comes 
PAYSOP. 

96  Banking: 

One  Bottom  Line  Instead  Of  Two 

A  change  investors  should  take  note  of. 

101  Selling  Water: 
Dull  But  Profitable 

In  some  games,  Water  Works  may  be  as  good 
as  Park  Place  or  Boardwalk. 

102  Companies: 

National  Convenience  Stores,  Inc. 

Growth  slowing?  Give  'em  the  "superstore." 

107  Cover  Story: 
The  Union  Biz 

With  his  real  estate  business  in  the  doldrums, 
Dan  Cunningham  figured  there  was  money  to 
be  made  in  the  labor  business.  So  he  went  out 
and  bought  a  union. 

119  Companies: 
Vendo  Co. 

A  stock  with  a  story — a  lulu  of  a  story. 

122  Site  Selection: 

A  Lot  More  Than  Demographics 

Big  money  rides  on  it.  Pitfalls  beset  it. 

124  Companies: 

Hammermill  Paper  Co. 

If  you  look  like  a  sitting  duck,  you  are  one. 

126  The  Numbers  Game: 
Pandora's  Box 

Who  could  have  predicted  current  salary  lev- 
els back  in  1932? 
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started  out  promisingly 
enough. . . . 
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role  will  be  to  provide  ad- 
vice and  counsel. " 


124  Hammermill:  Al  Du- 
val doesn't  feel  vulnerable, 
but  maybe  he  should. 
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The  "8mm  committee"  will 
tell  you  when  they're 
ready 
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What  To  Do  With  The  Nest  Egg 

As  it  turns  out,  there  are  a  lot  of  good  nests  to 
stash  it  away  in. 
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MGM  Grand  Hotel  fire. 
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It  took  us  118  years  to 
become  a  relatively  unknowii 
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carnal*  °r,;e  & \V\  s  *v 
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company 

managing 

over 

four  billion 
dollars. 


In  raw  dollars,  not  an 
earth-shattering  amount. 
Yet  quite  remarkable  in  another  way. 
For  we  have,  during  those  years,  grown  at  a 
desired  pace  without  succumbing  to  financial 
supermarket  mentality. 

In  other  words,  rather  than  learning  how  to  be 


ood  at  being  big,  we've  learned  how  to  be  good  at 
eing  effective. 

All  of  our  energies  and  expertise— both  of 
rhich  are  considerable— are  concentrated,  without 
iversion,  on  the  two  areas  we  know  best:  money 
lanagement  and  personal  service. 

Today  the  over  $4  billion  we  have  under 
lanagement  is  limited  primarily  to  a  growing 
umber  of  private  funds  which  we  manage 
*parately  for  individuals  and  institutions  and  a 
rogram  of  select  mutual  funds. 

If  you're  interested  in  either  area  we'd  like  you 
)  know  more  about  us.  Just  call  or  write  Ron 
chroeder,  our  President.  Outside  of  New  York  State 
ur  number  is  (800)  221-7844;  in  New  York  State  call 
>12)  432-4000. 

tjlj^L  J.&W  Seligman  &  Co.  Incorporated 

vW  One  Bankers  Trust  Plaza.  New  York,  N.Y  10006 
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"The  molting  of  America" 

The  nation  has  suffered  a  veritable  depression  in  steel  and  autos  am 
massive  economic  troubles  in  the  farm  belt,  and  yet  the  gross  nationa 
product  was  down  just  1.8%  for  all  of  1982.  Sickeningly  high  unem 
ployment  coexists  with  a  near-record  number  of  Americans  working 
While  some  businesses  are  dying,  others  are  booming.  There's 
paradox  here,  and  Forbes'  Jim  Cook  explored  it  in  "The  molting  c 
America"  (Xoi:  22,  1982).  It  described  the  current  economic  turmoi 
as  a  product  of  monumental  technological  change  that  would  finall 
strengthen  rather  than  weaken  our  economic  system.  In  a  speed 
delivered  to  a  high-level  audience  in  Manhattan  recently,  the  Saud 
Arabian  minister  of  planning,  Hisham  M.  Nazer,  built  a  speed 
around  Forbes'  theme  and  paid  generous  tribute  to  the  author.  Than] 
you  for  the  compliment,  Mr.  Minister.  We're  glad  we  helped  stimu 
iate  your  thinking. 


Sticking  to  his  guns 

In  this  issue  Ashby  Bladen  recalls  how  pessimistic  he  was  in  hi 
column  last  fall  when  the  bonds  and  stocks  began  their  biggest  rally  ii 
history.  He  writes,  engagingly:  "I  hope  you  ignored  my  advice  an 
imprudently  made  a  bundle."  But  he's  unregenerate.  See  page  186. 


Rhetoric  as  a  substitute  for  profits 

Two  issues  ago  (Jan  17),  a  couple  of  outside  contributors,  Pan 
Solman  and  Thomas  Friedman,  wrote  a  thoughtful  article  ("Is  Ameri 
can  management  too  selfish?")  to  the  effect  that  a  lot  of  executive 
who  talk  grandly  about  taking  the  long  view  are  really  feathering  thei 
own  nests.  An  example?  In  this  issue  Associate  Editor  Richard  Ster 
describes  how  Burlington  Industries'  top  management  talks  industria 
statesmanship  but  combines  an  outmoded  strategy  with  a  self-servin 
bonus  system.  "He  talks  a  good  game"  begins  on  page  71. 


Japan's  new  export:  money 

The  pundits  wonder  whether  Japanese  Prime  Minister  Yasuhiro  Na 
kasone  will  yield  to  U.S.  pressure  and  persuade  his  society  to  lowe 
Japan's  sometimes  subtle,  always  formidable,  barriers  to  U.S.  imports 
Forbes  readers  already  know  the  answer  from  Norman  Gall's  cove 
story  in  our  last  issue:  Not  in  any  meaningful  way  will  the  Japanes 
open  their  markets.  They  can't.  Opening  their  ports  to  a  flood  c 
imports  would  threaten  their  whole  system.  So,  what  will  the  Japa 
nese  do?  They  will — as  Britain  and  the  U.S.  did  before  them — becom 
a  great  creditor  nation,  a  major  exporter  of  capital.  How  they  will  d 
this  and  what  it  will  mean  to  us  all  is  explored  by  Gall  in  this  issue' 
lead  story.  "It's  mighty  cold  out  there"  starts  on  page  38. 


Editor 
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2  REDUCTIONS. 
L  ENLARGEMENT. 
0  HEADACHES. 

Sharp's  new  high-performance  SF-825  Copier. 
Designed  with  the  advanced  technology  that 
delivers  maximum  reliability. 


The  new  SF-825  Copier  from 
irp  not  only  makes  beautiful  reduced 
lies  in  two  sizes,  it  makes  enlarge- 
nts,  too. 

But  even  more  important,  it 
uces  the  headaches  most  commonly 
Dciated  with  copiers. 

Built  to  the  strictest  tolerances, 
SF-825  is  the  most  reliable  Sharp 
pier  ever.  And  its  highly  advanced 
function  diagnostic  system  is  the 
st  example  of  state-of-the-art 
;ineering  from  Sharp. 

The  SF-825  also  features  Sharp's 
v  photoconductor  drum,  with  double 
copying  life,  and  the  "clamshell" 
ign  that  makes  maintenance  chores 
nuch  easier. 

Even  when  you  add  an  Automatic 


Document  Feeder  and  10-Bin  Sorter  as 
options,  this  Sharp  copying  system  is 
still  40%  smaller  and  lighter  than  ever 
before. 

So,  if  your  copier  headaches  seem 
to  be  getting  bigger  and  bigger,  inves- 
tigate the  SF-825.  It's  the  one  reduction 
copier  that  can  reduce  a  mountain  of 
headaches  to  less  than  a  molehill. 

For  more  information,  call  toll  free 
800-447-4700. 


Watch  for  our  TV 
commercial  to  learn 
more  about  the  latest 
advance  in  copier 
technology  from 
Sharp.We 


replaced  a  half-million  transistors 
and  diodes  with  one  tiny  "chip." 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS. 


Trends 


So,  you  want  insurance? 

When  banks  were  authorized  last  De- 
cember to  offer  high-interest  money 
market  funds  to  their  customers,  it 
was  a  body  blow  to  the  multibillion- 
dollar  money  market  mutual  funds, 
which  thus  far  have  lived  among  in- 
vestment bankers.  In  the  first  month 
or  so,  the  funds  lost  more  than  $30 
billion.  Mutuals  like  Merrill  Lynch's 
Ready  Assets  Trust  and  Dreyfus'  Liq- 
uid Assets  carry  no  insurance  for  their 
shareholders,  while  banks  can  offer 
up  to  $100,000  in  Federal  Deposit  In- 
surance Corp.  coverage,  a  fact  the 
banks  have  been  flogging  to  a  fare- 
thee-well.  The  funds,  however,  are 
not  taking  this  lying  down.  "We're 
working  on  a  project  to  come  up  with 
insurance  for  the  whole  industry," 
says  Harry  Guinivan,  a  spokesman  for 
the  Investment  Co.  Institute,  a  Wash- 
ington-based mutual  fund  association 
with  292  money  market  fund  mem- 
bers. "It  will  probably  take  a  consor- 
tium of  insurance  companies,"  Guini- 
van says,  but  it  may  not  be  too  long 
before  a  deal  can  be  struck. 


The  missing  headhunters 

Next  June's  corps  of  M.B.A.s  may 
have  to  hustle  harder  to  find  a  place  to 
show  their  talents.  Top  graduate 
schools  report  that  the  number  of 
companies  conducting  on-campus  re- 
cruiting this  year  has  either  leveled 
off  or  dropped.  Harvard,  for  instance, 
has  5%  fewer  companies  than  last 
year's  341  on  its  1983  list  so  far.  Cali- 
fornia's Berkeley,  which  has  been  get- 
ting about  200  firms  annually,  is 
down  15%.  Stanford  counts  205,  a 
slight  increase  from  last  year's  202, 
but  below  the  1980-81  total  of  215. 
Cornell,  which  had  headhunters  from 
39  companies  in  1982  (and  52  the  year 
before),  has  15  fewer  so  far  for  1983. 
Columbia  is  running  about  even  with 
the  300  it  has  averaged  over  the  past 
few  years.  The  University  of  Chicago 
reports  the  same  situation  there, 
while  Northwestern  expects  275,  a 
drop  from  last  year's  319. 


A  hiss  for  business 

Businessmen  rank  right  behind  gang- 
sters as  TV  villains,  according  to  a 
study  of  263  prime-time  shows  by  two 
George  Washington  University  pro- 
fessors, Linda  and  Robert  Lichter.  "A 
stock  criminal  type,"  they  found,  "is 
the  businessman  whose  selfish  pur- 
suit of  profit  leads  him  into  illegal 


J.R.  Ewing  of  Dallas 

l\<ext  to  gangsters,  it's  businessmen. 


activity.  TV  businessmen  and  their 
underlings  account  for  almost  one  in 
four  lawbreakers  with  identifiable  oc- 
cupations." Other  conclusions  by  the 
Lichters  are  that  TV  criminals  tend  to 
come  from  the  Establishment  (most 
are  middle-  and  upper-class  white 
males  over  30);  and  the  viewer  is  five 
times  more  likely  to  see  a  rich  rather 
than  a  poor  villain.  "The  main  focus," 
the  Lichters  say,  "is  on  the  avarice  of 
the  middle  and  upper  classes."  The 
study  was  financed  by  the  nonprofit 
Media  Institute,  a  research  outfit  that 
has  frequently  criticized  TV  portray- 
als of  businessmen.  Leonard  The- 
berge,  its  president,  says  he  under- 
stands why  white-collar  crime  makes 
such  lively  scripts  but  he  thinks  pro- 
gramming tends  to  show  business  and 
other  leaders  "waging  a  relentless  war 
to  oppress  the  little  guy." 


Winning  a  no  win  game 

Aluminum  currently  is  a  no-win  deal. 
A  pound  costs  about  65  cents  to  make 
and  draws  only  47  cents  on  the  mar- 
ket. Shutting  down  potlines  may 
sound  logical  but  that  means  political 
uproar,  particularly  in  Canada  and 
overseas,  where  much  of  the  alumi- 
num for  U.S.  fabrication  is  made.  Kai- 
ser Aluminum  &  Chemical,  watching 
its  fourth-quarter  loss  swell  to  $123.4 
million,  has  hit  upon  a  radical  solu- 
tion. The  fourth-largest  smelter  in 
North  America  has  trimmed  its  U.S. 
smelting  to  26%  of  capacity,  while 
Alcoa  and  Alcan  are  working  at  80% . 
Using  a  "share  the  loss"  strategy,  Kai- 
ser has  been  buying  ingots,  through 
brokers,  from  rivals  like  Alcoa,  Alcan 
and  Reynolds.  Thus  Kaiser  is  letting 
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the  competition  take  the  20-cent-a- 
pound  loss,  cutting  its  own  ingot  cost 
by  that  amount  and  fabricating  the 
outside  metal  into  beer  cans,  auto 
parts  or  whatever.  With  aluminum 
ingots  now  almost  as  volatile  as  other 
commodities,  Kaiser  plans  to  steer 
away  from  the  smelting  end  for  future 
growth.  Will  Alcoa  and  Alcan,  both 
also  running  in  the  red,  follow  suit? 
No,  say  those  traditional  manage- 
ments. Current  losses  from  smelting, 
they  think,  are  less  than  what  they 
would  face  if  they  tried  shutting  down 
their  potlines  and  buying  elsewhere. 


Keep  on  trucking 

Trucks  delivered  the  goods  for  Detroit 
last  year.  Domestic  cars  skidded  7% 
in  1982  but  truck  sales  were  up  18%. 
The  result  was  slippage  of  only  1%  in 
total  vehicles  sold,  from  8  million  in 
1981  to  7.9  million  last  year.  Ford 
sales  analyst  Ray  Windecker  says  the 
industry  sold  enough  light  trucks  to 
keep  sales  of  personal-use  vehicles 
about  the  same  for  the  two  years.  He 
expects  car  sales  to  keep  bouncing 
back,  after  their  42%  jump  in  Novem- 
ber and  December.  (Imports  fell  along 
with  domestic  cars,  but  the  foreign 
market  share  crept  up  from  27.1%  in 
1981  to  a  record  27.6%  in  1982.) 


Light  fingers,  heavy  losses 

Thieving  employees  cost  American 
business  $40  billion  last  year,  accord- 
ing to  the  U.S.  Department  of  Com- 
merce. That's  bad  enough,  but  the 
Stanton  Corp.,  a  Chicago  theft  con- 
sultant, says  the  stealing  is  getting 
worse.  About  18%  of  the  theft  is  from 
traditional  hanky-panky  like  inven- 
tory shuffling,  and  another  27%  is 
from  shoplifting,  but  48%  is  from  un- 
authorized employee  discounts, 
where  clerks  pass  out  their  legitimate 
markdowns  to  others.  In  a  recent 
study  of  a  retail  chain's  job  applicants, 
Stanton  reports,  29%  admitted  giving 
unauthorized  discounts  (called 
"sweethearting")  to  friends,  and  14% 
said  they  did  so  at  least  once  a  month. 
Carl  Klump,  Stanton's  president,  says 
these  discounts  are  easier  to  rational- 
ize than  other  forms  of  theft.  But  this 
sort  of  stealing,  he  says,  is  rising  be- 
cause surveillance  equipment  can't 
combat  it  and  because  of  an  increase  in 
part-time  help.  Part-timers  steal  more 
than  regulars,  he  says;  they  don't  care 
about  bad  references.  The  worst  hit  by 
such  chiseling:  shopping  malls. 
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The  leading  typewriter  corrects 

mistakes  after  they're  made. 
The  newXerox  Memorywriter 
corrects  them  before. 


The  new  Xerox  620  Memorywriter  not  only  has  a  memory,  it  also  has  a  display— our  leading 
competitor's  typewriters  don't.  Using  the  display  and  the  memory  you  can  correct  errors  before  they 
ever  get  on  paper.  And  changes  and  revisions  can  be  made  quickly  and  easily  without  the  need  to 
retype  entire  pages. 

You  end  up  with  letter-perfect  letters  that  say  exactly  what  you  want  them  to  say.  In  short, 
you  get  more  effective  communication.  In  less  time  with  less  typing  effort. 

The  620  Memorywriter  also  handles  preprinted,  multi-part  forms  with  amazing  ease.  You 
can  move  from  position  to  position  in  any  direction  on  a  form  just  by 
touching  one  key. 

What's  more,  the  Memorywriter  even  gives  you  a  choice  of 
three  different  type  sizes  and  proportional  spacing,  all  on  one  machine. 

Don't  forget  the  610  Memorywriter  either.  It  has  many  of  the 
automatic  features  of  the  620  and  it's  upgradeable  as  well.  It  also 
prints  29%  faster  than  any  of  their  models,  Selectric®  or  electronic. 

So  before  you  make  the  mistake  of  getting  an  ordinary 
typewriter,  look  into  a  Xerox  Memorywriter. 

For  information,  call  800-648-5888,  operator  280*  your  local  Xerox  office,  or  mail  in  the 
coupon  below. 

□  Please  have  a  sales  representative  contact  me.  □  I'd  like  to  see  a  demonstration. 
□  Please  send  me  more  information  about  your  new  Memorywriters. 

Mail  to:  Xerox  Corporation,  Box  24,  Rochester,  New  York  14692. 

Name  Title  Company  

Address  City  State  Zip   _  Phone_ 

280  '  1 


The  620  Memorywriter 


In  Nevada,  call  800-992-5711.  operator  280. 


XEROX 


F- 2-1 4-83 


XEROX®.  620  and  610  arc  trademarks  of  XEROX  CORPORATION. 


Trends 


Give  and  take 

President  Reagan's  about-face  from 
tax  cutter  to  "revenue  enhancer"  will 
leave  Americans  in  1983  saving  mon- 
ey with  one  hand  and  handing  it  out 
with  the  other.  The  Economic  Recov- 
ery Tax  Act  of  1 98 1  set  a  record  for  tax 
cuts,  but  the  Tax  Equity  and  Fiscal 
Responsibility  Act  of  1982  included 
some  of  the  biggest  increases  ever. 
Those  who  pay  federal  income  taxes 
are  scheduled  to  get  a  10%  cut  this 
year,  making  a  total  of  25%  in  three 
years.  Working  couples  also  get  a 
break,  along  with  retirees  and  people 
who  need  child  care.  But  Social  Securi- 
ty taxes  will  go  up  for  9  million  work- 
ers. Federal  employees  must  now  sup- 
port Medicare.  Waiters  face  a  crack- 
down on  tips.  The  sick  will  get  less  of  a 
break  on  medical  bills.  Travelers  must 
pay  S25  more  for  a  passport.  Cigarette 
taxes  will  double,  to  16  cents  a  pack; 
gasoline  levies  go  up  a  nickel  a  gallon; 
and  the  excise  tax  on  telephone  own- 
ers jumps  from  1%  to  3%. 

Ladies  of  the  purple  sage 

For  seven  years  the  lawmen  have  pur- 
sued Joe  Conforte,  proprietor  of  the 
Mustang  Ranch,  near  Reno,  billed  as 
the  biggest  and  best-known  brothel  in 
Nevada  (where  such  establishments 
are  legal).  In  1976  the  Internal  Revenue 
Service  indicted  him  for  failure  to  pay 
withholding  taxes.  Joe's  argument 
that  his  girls  were  independent  con- 
tractors went  all  the  way  to  the  U.S. 
Surpeme  Court  and  lost.  In  1980  Joe 
fled,  reportedly  to  Brazil.  The  IRS  then 
slapped  a  lien  on  the  property  of  Joe 
and  his  wife,  Sally,  including  the  Mus- 
tang and  a  second  bordello  and  their 
real  property.  In  1982  the  taxmen 
moved  to  sell  Sally  Conforte's  jewels 
as  payment  for  the  taxes.  To  stop  that, 
Sally's  lawyer  put  Mrs.  Conforte  into 
personal  reorganization.  So  the  Mus- 
tang Ranch  is  still  going  strong,  girls 
and  all,  snug  behind  the  protection  of 
Chapter  11. 

The  real  thing? 

The  copycats  seem  to  be  winning  the 
counterfeit  war,  with  untrademarked 
and  unpatented  copies  of  everything 
from  watches  (Forbes,  Jan.  31)  and 
jeans  to  aircraft  parts  and  medical 
equipment  flooding  the  market.  One 
problem  is  that  counterfeiting  is  seen 
differently  in  developing  countries. 
They  like  it  because  "they're  making 
money  at  it,"  says  Kathryn  Hauser,  an 


Be/ore  and  after:  a  Glad  Bag  garden  blooms  in  the  inner  city 
How  a  public  service  gesture  can  bear  promotional  fruit. 


economist  for  U.S.  Trade  Representa- 
tive William  Brock.  Trade  ministers 
who  met  on  the  problem  in  Geneva 
last  fall  came  away  disappointed.  "Not 
much  happened,"  says  James  Bikoff, 
the  former  Cartier  lawyer  (now  with 
Mark  Cross)  who  is  president  of  the 
business-based  International  Anti- 
counterfeiting  Coalition.  Europe's 
major  industrial  countries,  along  with 
the  U.S.,  Japan  and  Canada,  have 
agreed  informally  on  a  code  banning 
counterfeit  goods,  but  it  is  doubtful 
this  can  be  put  under  the  umbrella  of 
the  General  Agreement  on  Tariffs  & 
Trade.  Without  GATT,  it  will  be  back 
to  horse-trading  and  one-on-one  nego- 
tiating. William  Walker,  a  lawyer  who 
works  with  Bikoff,  says  the  Reagan 
Administration  will  back  an  anti- 
counterfeit  bill  in  this  session  of  Con- 
gress. (GOP  Senator  Charles  Mathias 
of  Maryland  and  Representative  Peter 
Rodino,  the  New  Jersey  Democrat, 
had  a  bill  in  the  1982  hopper  that 
would  have  levied  heavy  fines  and 
prison  terms  on  counterfeiters.) 

Promotion  with  a  purpose 

Public  service  is  fine,  and  if  it  happens 
to  promote  the  product  it  is  even  finer. 
Two  years  ago,  Glad  Wrap  &.  Bags,  a 
Union  Carbide  division,  launched  a 
gardening  program  in  an  empty  lot  on 
New  York's  Lower  East  Side.  The  com- 
pany put  $50,000  into  tools  and  sup- 
plies, and  residents  since  have  pro- 
duced SI  1,000  worth  of  vegetables  for 
themselves  and  their  neighbors  (as 
well  as  brightening  up  the  neighbor- 
hood!. Delighted  with  this  success, 
Glad  expanded  its  program  last  year  to 
20  gardens  in  seven  cities  and  this  year 
it  will  add  2  more.  The  company  sup- 
plies gardening  consultants  and  an  av- 


erage of  SI 5,000  to  S25,000  for  each 
project.  This  year,  it  is  also  going  after 
the  promotional  harvest.  It  mailed  out 
10,000  educational  garden  kits  to  sev- 
enth-through-ninth-grade teachers 
nationwide  and,  to  spur  classes  to  cre- 
ate community  gardens,  it  is  offering 
100  prizes  for  the  best  efforts.  (The 
biggest  is  an  all-expenses-paid  trip  to 
Washington,  D.C.  for  an  entire  class.) 
Glad  will  hand  out  tools  and  supplies 
in  exchange  for  proof-of-purchase 
seals  from  its  products.  It  now  has  a 
promotion  that  ties  in  with  garden- 
ing— and  bags — but  a  spokesman  says: 
"This  sounds  corny  but,  honestly,  it 
was  first  a  public  service  thing." 

The  view  from  inside 

The  prison  economy,  of  all  things,  is 
thriving.  Commercial  activities  in  fed- 
eral jails  produced  sales  of  SI 49  mil- 
lion last  year,  up  16.4%  from  1981. 
And  that  isn't  all  from  license  plates. 
The  6,500  working  inmates,  23%  of 
the  federal  total,  turn  out  more  than  40 
products  and  services — orthopedic 
and  custom  shoes,  military  helmets, 
mattresses,  wood  furniture,  computer 
programming,  keypunching,  electri- 
cal cable  assemblies,  army  beds  and 
aluminum  lockers.  Their  only  cus- 
tomers, however,  are  government 
agencies  like  the  Defense,  Agricul- 
ture, Commerce  and  Labor  depart- 
ments and  the  General  Services  Ad- 
ministration. But  that  still  allows  the 
Federal  Prison  Industries,  Inc.  to  "op- 
erate on  a  profit-and-loss  basis,"  says 
President  John  Marshall  Briley.  It  "has 
mamtamed  self-sufficiency  since  its 
inception. "  And  what  do  the  prisoners 
get?  From  42  cents  to  SI. 26  an  hour, 
plus,  of  course,  room  and  board. 
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STRAIGHT  TALK 
ABOUT  STRAIGHT  TRUCKS. 
FROM  RYDER. 


rRAIGHT  TRUCKS  COST  LESS 
THAN  TRACTORS.  SO  SOME 
COMPANIES  THINK  THEY'RE 
BETTER  OFF  BUYING  THEM 
THAN  LEASING  THEM. 

Buying  a  truck  uses  up 
ur  company's  capital  or  line 
credit.  On  something  that 
i't  your  company's  main 
siness.  Leasing  from  Ryder 
^serves  credit  and  capital. 

If  you  own  trucks,  Ryder 
n  help  you  sell  them  and  get 
imediatecash  you  can  use  in 
ur  real  business. 

TRAIGHT  TRUCKS  ARE  USED 
=OR  SHORT  HAULS.  SO  SOME 
COMPANIES  THINK  THEY 

DONT  NEED  RYDER'S 
COAST-TO-COAST  SERVICE. 

These  companies  figure 
U  when  their  trucks  break 
wn,  they'll  call  their  friendly 
rvice  station.  What  usually 
ppens  is,  their  friendly  serv- 
\  station  says,  "Your  truck 
m't  fit  on  our  hydraulic  lift..." 


Some  companies  handle 
their  own  maintenance.  They 
think  they  can  do  it  as  cost- 
effectively  as  Ryder  can. 
Until  they  talk  to  Ryder. 

Taking  care  of  trucks  is 
Ryder's  main  business.  Ryder 
buys  more  efficiently.  Ryder 
provides  fuel  with  no  retail 
mark-up.  Ryder  provides  the 
specialized  equipment  you 
need,  like  refrigerated  units. 
Ryder  keeps  everything  run- 
ning smoothly-the  trucks,  the 
refrigeration  units,  everything. 
And  includes  substitute 
vehicles  when  you  need  them. 

STRAIGHT  TRUCKS  BREAK 
DOWN  JUST  LIKE  TRACTORS. 

Just  because  you  ship 
close  to  home  doesn't  make 
breakdowns  less  costly.  A 
blown  engine  can  still  cost 
$3,000.  It  hurts  your  cash  flow 
Knocks  your  projections  for  a 
loop.  A  Ryder  truck  lease  gives 
you  full  maintenance, 


I     NAME/TITLE . 


repairs  and  emergency  road 
service,  with  even  monthly  costs. 

THE  TAX  ADVANTAGES  OF 
LEASING  ARE  JUST  AS  VALID 
FOR  STRAIGHT  TRUCKS 
AS  FOR  TRACTORS. 

The  cost  of  a  Ryder  truck 
lease  is  tax  deductible.  It  is  an 
operating  lease.  The  trucks  don't 
show  up  on  your  books  as  assets , 
they're  merely  footnoted,  which 
improves  your  financial  ratios. 

RYDER  GOT  BIG  SERVING 
LOCAL  COMPANIES. 

In  case  you  think  Ryder  is 
some  impersonal  colossus, 
more  than  half  our  customers 
have  fewer  than  four  trucks. 
Many  only  one.  Our  lease  rates 
are  based  on  the  price  of  labor 
in  your  town .  The  price  of  fuel 
where  your  trucks  run.  Ryder  is 
a  local  company  just  like  you. 

For  more  straight  talk 
about  a  Ryder  lease,  call  your 
nearest  Ryder  District  Office 
or  mail  this  coupon  now. 


RYDER,  STRAIGHT  TALK  IS  GOOD. 
NOW  BACK  IT  UP  WITH  FACTS  AND  FIGURES. 


COMPANY  NAME. 


TYPE  OF  BUSINESS . 


ADDKI -SS 


CITY/STATE/ZIP_ 


!'H(  >\l 


MAIL  TO:  RYDER  TRUCK  RENTAL,  INC 

DON  ESTES,  PRESIDENT 

RO  BOX  520816.  MIAMI,  FLORIDA  33152 
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IYDER  TRUCK  LEASING  AND  RENTING 


A  SERVICE  OF  RYDER  SYSTEM 


Communication  Concepts  from  the  Bell  System: 

How  to  extend  you 
without  overexten 


Today,  people  in  business  are  faced 
with  the  constant  demand  for  their 
simultaneous  presence  at  the  office  and 
away  from  the  office,  servicing  existing 
accounts  and  searching  out  new  ones.  The 
marketing  executives,  scientists,  and  engi- 
neers of  the  Bell  Network  have  developed 
communication  concepts  that  indeed 
make  it  possible  to  do  both  jobs  at  once. 

Consider  these  scenarios:  You  call  on  your 
marginal  accounts  without  having  to  give  up 
your  margin;  call  on  sales  leads  that  truly 
want  to  be  called  on;  orders  are  processed 
immediately;  and  calls  from  consumers  with 
questions  or  trouble  are  handled  instantly  by 
your  service  department.  All  without  you  or 
your  people  having  to  leave  the  office. 

The  concept  is  called  marketing  over  dis- 
tance, or  Telemarketing.  And  it  essentially 
lets  you  and  your  people  manage  accounts  the 
way  you  want  to,  allowing  more  productive 
time  for  producing  results. 

It  is  a  dramatic  demonstration  of  what 
you  can  do  with  the  most  powerful  communica- 
tion network  in  the  world,  the  Bell  Network. 
From  a  Telemarketing  Center,  trained  sales  reps  call  on  accounts  generating  additional 
sales.  Other  reps  take  the  prospects  generated  by  your  800  number  and  sort  out  the  hot 
from  the  cold.  The  hot  ones,  your  top  reps  then  follow  through  on.  When  a  customer  call 
for  service  comes  in,  it  doesn't  have  to  wait  for  an  in-person  service  call.  Its  handled  by  your 
service  reps  in  the  Center,  who  can  help  resolve  it  over  the  phone. 

\bu  can  open  a  line  of  communication  with  200  million  Americans  and  have  the  Center 
be  your  voice.  With  Expanded  800  service  you  need  only  one  800  number.  And  the  power 
of  the  Bell  Network  can  automatically  switch  after-hours  East  Coast  calls  to  your  still-work- 
ing West  Coast  Center,  eliminating  the  need  for  an  extra  shift.  It  is  an  obvious  way  of 
making  Direct  Response  more  responsive,  making  the  write-in  coupon  and  order  form 
obsolete. 

Finally,  the  DIAL-IT*  900  Concept  lets  you  inexpensively  mix  a  sales  message  with 
changing  or  updated  programming  (like  stock  quotes  sponsored  by  a  brokerage  house)  to 
strengthen  your  marketing  program. 

To  find  out  how  Bell  can  help  you  tailor  a  Telemarketing  system,  large  or  small,  to  put 
the  Network  to  work  for  you,  call     1 800  821-2121. 

Communication  Concepts  from  the  Bell  System 
Expanding  your  ability  to  communicate. 


nfluence 


ig  yourself. 


Follow-Through 
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John  Jameson 

Imported  Irish  Whiskey 


Listerine — plus 

In  the  22  months  that  Ward  S.  Hagan, 
Warner-Lambert's  chairman,  had  run 
the  $3.4  billion  (sales)  company,  oper- 
ating results  were  "as  grimace-provok- 
ing as  the  taste  of  the  firm's  Listerine 
mouthwash,"  Forbes  reported  some 
two  years  ago  (Nov.  10,  1980).  Margins 
had  collapsed  in  all  of  its  major  lines; 
profits  were  off  40%  in  1979.  Warner 
was  a  broad-line  pharmaceutical  com- 
pany, but  in  1979  and  1980  about  45% 
of  its  revenues  had  come  from  things 
like  baked  goods  and  bubble  gum.  Ha- 
gan's  goal  was  to  revitalize  drug  oper- 
ations, an  abrupt  turnaround  from  the 
acquisitive  policies  of  his  predecessor, 
the  flamboyant  Elmer  Bobst.  "Our  flat 
aim  is  to  go  after  Merck,  Lilly  and 
SmithKline — everybody  and  his 
brother,"  he  told  Forbes. 

He  has  been  doing  just  that.  Today 
health  care  sales  are  up  to  70%  of 
gross  sales  from  their  1979  levels. 
That  is  owing  in  large  part  to  his  re- 
structuring plan.  In  1981,  for  exam- 
ple, Hagan  sold  the  American  Optical 
Co.,  an  unprofitable  drag  despite  $421 
million  in  sales.  Then,  last  year,  he 
sold  Entenmann's  Bakery,  one  of  his 
most  profitable  consumer  outfits,  to 
General  Foods  for  $315  million.  He 
used  that,  and  more,  to  pick  up  IMED, 
a  little-known,  closely  held  maker  of 
electronic  intravenous  infusion  sys- 
tems, which  Warner-Lambert  consid- 
ers one  of  the  fastest-growing  seg- 
ments of  the  hospital  device  market. 
The  company  paid  $465  million  to  get 
IMED's  $100  million  in  annual  sales. 
Why  sell  a  bakery  goods  company  do- 
ing $333  million  annually  with  19%- 
a-year  growth  and  pretax  margins  of 
around  9%?  George  Hromadko,  vice 
chairman  and  chief  financial  officer, 
explains:  "IMED  is  a  faster  growing 
company  than  Entenmann's  was. 
This  year  we  expect  it  to  grow  better 
than  50%."  Moreover,  pretax  profit 
margins  are  35%,  and  the  firm  fits 
Warner- Lambert's  new  health  care 
profile. 

Hagan  has  also  been  hard  at  work 
cutting  costs.  He  closed  or  consolidat- 
ed more  than  24  plants  worldwide 
since  1979,  saving  $70  million.  War- 
ner's labor  force  is  down  a  sharp  29%, 
to  43,000.  As  a  result,  costs  dropped 
from  47.6%  of  sales  in  1979  to  less 
than  44%  now. 

But  Hagan  is  most  proud,  perhaps,  of 
his  Parke-Davis  pharmaceuticals  divi- 
sion, which  now  accounts  for  $1.3 
billion  of  Warner's  $2  billion  plus  in 
health  care .  Four  new  products  over  the 


last  two  years  have  added  $50  million  a 
year  to  domestic  sales.  Parke-Davis 
also  is  betting  on  Maxicam,  a  new  anti- 
arthritic  drug  that  Hromadko  says  is 
"superior  to  aspirin"  and  which  is 
awaiting  FDA  approval.  The  effort  in 
Warner-Lambert's  laboratories  is  sup- 
ported by  a  $  1 80  million  research  bud- 


Warner-Lambert's  Ward  Hagan 
The  bubble  gum  will  stay. 

get,  up  20%  from  last  year,  and  from 
$103  million  in  1980. 

What  about  Warner's  $1  billion 
American  Chicle  chewing  gum  busi- 
ness? Will  that  go  the  way  of  the  bak- 
ery? Meeting  with  analysts  last  De- 
cember, Hagan  said  the  chewing  gum 
and  mint  business  is  not  for  sale.  "In 
its  own  right,"  he  said,  "our  gum  and 
mint  business  is  the  largest  in  the 
world."  Profits  from  the  candy,  Hro- 
madko says,  will  be  used  to  support 
the  company's  expanding  horizons  in 
pharmaceuticals. 

The  man  who  came  to  stay 

"I  like  it  here,"  Jesse  Werner,  the  66- 
year-old  chairman  and  chief  executive 
of  GAF,  told  Forbes  last  year  (Mar.  15, 
1982).  For  20  years  he  had  presided 
over  one  of  the  worst  corporate  perfor- 
mance records  in  American  industry, 
yet  he  had  just  been  awarded  a  new 
management  contract  by  GAF's  board. 
Forbes  concluded,  record  or  not,  that 
Werner. would  remain  at  his  post  and 
the  company  would  not  be  acquired  or 
broken  up,  in  spite  of  Wall  Street's 
eagerness  to  see  just  that  happen. 

Almost  immediately,  the  company 
contradicted  our  report.  Werner  an- 
nounced that  he  was  pursuing  possi- 
ble merger  offers,  a  possible  sale  of  the 
roofing  division,  or  both.  The  an- 
nouncement pushed  GAF  stock  up 
nearly  6  points,  to  14'/2.  But  the 
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Featured  performance. 

hen  it  comes  to  desktop  plain- 
per  copiers,  nothing  matches 
e  features  and  performance 
Toshiba's  BD-4511. 
ACEs  out  the  competition, 
ith  its  Automatic  Controlled 
qx>sure  (ACE)  system,  the 
3-4511  automatically  adjusts 
pier 

posure  -  "PTM  o  o  o 
give  f'" 
u  crisp, 
jar, 

ntrast-balanced  copies. 

VIP  treatment. 

s  yours  with  Visual  Image 
•ojection  (VIP),  Toshiba's 
elusive  photocopier  monitoring 
stem.  A  lighted,  full-color 
splay  panel  keeps  you  posted  on 


the  performance  of  15  individual 
BD-451L= 
functions? 
And  that 
helps  keep 
this 
copier 

running  smoothly  all  the  time. 

Reduces  paperwork. 

Touch  a  button  and  the  BD-4511 
reduces  11  x  17-inch  originals 
down  to  8V2  x  11.  The  BD-4511  even 


Give  me  more  on  this  small 
stroke  of  genius. 

□  Please  send  more  information. 

□  Please  arrange  for  a  free  demonstration 
of  the  BD-4511  at  my  office 

Fill  out  and  mail  to: 

Toshiba  America,  Inc., 

2441  Michelle  Drive,  Tustin,  CA  92680 

Or  call  toll-free  800-447-2882. 


Name . 
Title  _ 


Company . 
Address  _ 

City  

State  


Zip. 


Phone . 


reduces  your  originals  down  to  the 
size  of  a  standard  business  card. 


To  learn  more  about  this 
small  stroke  of  genius,  write  or 
call  Toshiba  today.  At  Toshiba, 
everything's  getting  smaller 
but  performance. 


"IT'S  A 
SMALL  STROKE 

OF  genius:' 


TOM  WATSON,  golf  professional 


n  Touch  with  Tomorrow 

TOSHIBA 


TOSHIBA  BD-4511 


THE  LIMP  PAD  VS.  THE  AMPAD 


Does  your  yellow  pad  let  you  down 
just  when  you  need  support?  Look 
at  The  Ampad.  It's  stiff,  like  a 
clipboard. 

But  you'll  probably  discover 
even  better  reasons  for  demanding 
The  Ampad.  Like  our  16  lb.  water- 
marked paper,  that  won't  bleed. 
Like  The  Ampad's  perforated 
pages.  Like  The  Ampad's  leather- 
like binding,  which  is  stapled  and 
glued.  So  it  doesn't  fall  apart  like 
other  yellow  pads. 

Other  companies  think  we're 
crazy  to  make  a  yellow  pad  this 
good.  But  the  U.S.  Senate  doesn't 
think  we're  crazy.  They  use  The 


Ampad.  So  do  most  people  who 
make  decisions  for  a  living. 

It  seems  that  the  more  you  use 
yellow  pads,  the  more  you  appre- 
ciate The  Ampad.  After  all,  why 
use  a  limp  pad  when  you  can  get 
the  stiff  one?  Give  this  ad  to  who- 
ever orders  your  stationery. 
Say  you  want 

AMPAD 


Follow-Through 

months  wore  on  and  GAP  suitors  (as- 
suming there  were  some)  failed  to 
bring  off  a  deal.  Perhaps  they  didn't 
"like  it  here"  as  much  as  Werner  did. 
Then  a  new  suspicion  arose.  Had  the 
"potential  buyer"  materialized  to 
help  Werner  fend  off  a  proxy  fight?  If 
so,  it  worked.  Samuel  Heyman,  a  large 
shareholder  who  was  threatening  a 
fight,  had  agreed  to  put  it  aside  to 
await  the  results  of  the  promised 
merger  negotiations. 

There  the  matter  stood  until  re- 
cently when  Werner  dropped  a  clue  to 
his  real  intentions.  At  an  informal 
analysts'  meeting  he  admitted  that 
ideally  he  would  like  to  sell  off  GAF's 
roofing  business  and  then  take  the 
rest  of  the  company,  mainly  specialty 
chemicals,  private.  He  could  then 
stay  on  as  long  as  he  liked.  He  could 
also  maintain  his  status  in  classical 
music  circles  by  pouring  money  into 
his  pet  project,  WNCN,  the  GAF- 
owned  classical  radio  station  in  New 
York.  Best  of  all,  he  would  never  again 
have  to  answer  tiresome  questions 
from  securities  analysts. 


The  land-savers 

Last  fall  William  Blair  Jr.,  president  of 
The  Nature  Conservancy,  a  30-year- 
old,  nonprofit,  Arlington,  Va.  group 
dedicated  to  land  preservation,  cited 
one  boon  from  Ronald  Reagan's  call 
for  more  corporate  giving — S3  million 
in  corporate  cash  for  1981,  up  70%  for 
the  year  [Forbes,  Trends,  Oct  11.  1982). 
That  surpassed  even  the  50%  com- 
pound growth  the  Conservancy  had 
enjoyed  since  1975. 

The  Conservancy  topped  that,  in 
spades,  last  month  when  it  launched  a 
five-year,  S50  million  National  Wet- 
lands Conservation  Project.  Blair  was 
starting  with  S25  million  from  the 
Richard  King  Mellon  Foundation,  the 
biggest  private  grant  ever  for  conser- 
vation. By  using  land  gifts,  matching 
gifts  and  sales  of  noncritical  peripher- 
al acreage,  the  Conservancy  expects 
to  parlay  the  Mellon  gift  into  an  ac- 
quisition of  key  wetlands  valued  at  at 
least  S50  million.  (The  group's  2,996 
projects  to  date  encompass  1.9  mil- 
lion acres,  of  which  it  owns  577,000.) 
The  new  project  will  target  critical 
areas  "from  the  Atlantic  coastal  wet- 
lands to  the  watershed  forests  of  Ha- 
waii," Blair  says.  To  start,  the  Conser- 
vancy will  focus  on  two  counties  in 
the  Florida  Panhandle  where  it  will 
fund  acquisitions  of  key  stretches 
along  the  lower  Escambia  River. 


!ST^R  American  Pad  &  Paper  Company,  Holyoke,  Massachusetts. 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  En- 
ter your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 

the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes  enter  your  address  on  this 
form  and  check  the  subscription  you  pre- 
fer. □  1  year  $36  □  3  years  S72  (the  equiv- 
alent of  one  year  free).  Canadian  orders,  1 
year  S50,  3  years  $104.  Orders  for  other 
countries  add  $25  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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RD 

(Before  Dictaphone) 


AD 

(After  Dictaphone) 


:fore  Dictaphone^  it  seemed  the 
ly  work  I  did  was  paperwork, 
lever  had  time  to  think. 


After  Dictaphone^  I'm  getting  a 
chance  to  show  what  I  really  can  do. 
There's  no  stopping  me  now. 


Hp  Dictaphone 

A  Pitney  Bowes  Company 


It's  hard  to  get  ahead  in  business  when  your  days  are 
spent  trying  to  keep  up.  What  you  need  is  a  Dictaphone 
desktop  dictating  machine.  It  lets  you  whiz  through  piles 
of  paperwork.  Instead  of  writing  everything  down  by  hand, 
you  simply  talk  it  down  on  tape.  The  result?  More 
time  to  think.  With  a  p 
Dictaphone  desktop, 
you'll  get  out  from 
under  that  mountain. 
And  maybe  become 
King  of  the  Hill. 


I'm  bogged  down  in  paperwork. 
Please  tell  me  more. 

Call  toll-free 

1-800-431-1708 

(Except  Hawaii  and  Alaska) 

In  New  York  call  1-914-967-2249. 

Or  write  Dictaphone  Corporation 

120  Old  Post  Road.  Rye.  New  York  10580 


Name  . 
Title  


Phone_ 


Company . 
Address  _ 
City  


-State . 


Dictaphone  is  a  trademark  of  Dictaphone  Corporation. 
'Dictaphone  Corp  is  a  Pitney  Bowes  Company  ©  BF-23 


Readers  Say 


V  / 


Unsurpassed  service. 

.  The 
Washington  Hilton 

Towers. 

1919  Connecticut  Ave. 
Washington,  D.C.  20009 
gk.         (202)  483-3000  JfiM 

\7jEi  Telex:  248761  WHDC  UR 


Federal  pensions 

Sir:  Your  article  "The  other  $1  tril- 
lion" (Jan.  17)  quotes  an  economist  as 
saying  the  unfunded  liability  "of  the 
federal  retirement  system  is  "more 
than  $540  billion,"  when  in  fact  it  is 
$185  billion.  If  this  source  is  right,  the 
fund  is  being  gypped  out  of  about  $18 
billion  per  year  in  interest  payments. 
— L.J.  Andolsek 
/'resident, 

National  Associatioti  of  Retired  Federal 

Employees 
Washington,  D.C. 

That  $185  billion  figure  assumes  no 
inflation. — Ed. 

Sir:  Pension  contributions  are  two- 
party  contracts:  Federal  workers  con- 
tribute 7%  of  their  salary,  and  Uncle 
Sam  contributes  7%. 
— Steve  Little 
Santa  Barbara,  Calif 

Tf)e  real  cost  of  these  pensions  is .  5  5'  ( ,  of 
payroll  The  contributions  of  federal  em- 
ployees and  the  government  cover  only 
14%— Ed. 


Sir:  Suits  are  often  brought  by  impe 
cunious  litigants;  the  threat  of  havinj 
to  pay  the  other  side's  attorney's  fee: 
is  meaningless.  For  example,  on  ; 
recent  60  Minutes  show,  an  inmate  at  j 
federal  penitentiary  was  pursuinj 
over  90  lawsuits. 
— Steven  C.  Glickman 
Beverly  Hills,  Calif 


Workers'  paradise 

Sir:  There  are  two  economies  in  Rus 
sia,  the  civilian  and  the  militar 
("  Why  workers  won't  work  in  the  So 
viet  Union,"  Dec.  6,  1982).  The  worl 
done  in  the  military  economy  is  firs 
rate.  Workers  are  undoubtedly  mucl 
better  fed  and  clothed  and  treatei 
than  those  in  the  civilian  economy. 

However,  no  workers  in  the  Sovie 
Union  could  ever  aspire  to  work  un 
der  the  easy  conditions  that  we  hav 
in  the  U.S.  The  Communist  leader 
ship  does  not  want  the  Russian  peopl 
ever  to  reach  a  standard  of  livin; 
where  they  might  have  some  time  am 
means  to  think  about  their  lot  in  life 
— Henry  M.  Cathles 
West  Simsbury,  Conn. 


IS  GOING  UP. 

The  nation  is  moving  to 
the  Southwest. 
And  Phoenix  is  at  the  heart  of  it. 
Suddenly,  we're  the  ninth  largest 
American  city.  They're  calling  us 
"the  quintessential  Sun  Belt 

boom  town." 
Now's  the  time  to  consider  a 
corporate  relocation.  Downtown 
Phoenix  is  going  up,  and  you'll 
want  a  place  on  the  ground  floor. 

Our  assignment  from  the  Mayor's 
Office  is  to  help  get  you  here. 

For  details,  contact  the  Central 
Phoenix  Redevelopment  Agency, 

251  West  Washington  Street, 
Suite  813,  Phoenix,  Arizona  85003 
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Origins  of  old  age 

Sir:  Re  your  quip  "Old  age  is  heredi- 
tary "  (Tact  and  Comment,  Jan.  17).  You 
get  it  from  your  children. 

— Peter  E.  Priedetl 
Chicago.  Ill 


Make  lawyers  pay,  too 

Sir:  Fact  and  Comment  (Jan.  H)  sug- 
gests ways  to  unburden  our  justice 
system  by  requiring  the  party  who 
files  and  pursues  a  case  "wholly  with- 
out merit"  to  pay  all  of  the  costs  of  the 
defendant.  As  a  retired  trial  lawyer,  I 
suggest  two  modifications. 

One  is  to  make  the  meritless  plain- 
tiff and  all  of  his  attorneys  liable  for  the 
costs  and  expenses  incurred  by  the 
defendant.  Second,  a  unanimous  jury 
verdict  against  the  plaintiff  would  be 
made  prima  facie  evidence  of  a  case 
that  is  "wholly  without  merit."  This 
would  place  the  burden  of  proof  upon 
those  who  are  guilty  of  clogging  the 
justice  system. 

Making  the  lawyer  as  responsible  as 
the  litigant  ought  to  have  the  effect  of 
making  the  lawyer  think  twice  as  he 
rushes  to  the  courthouse. 
— Robert  H.  Hollister 
Sun  City  West,  Ariz. 


He  never  said  it 

Sir:  Holmes  never  said,  "It's  elemen 
tary,  my  dear  Watson"  ( "George  Shult: 
Should  Say  What  Sherlock  Holme 
Said, "  Fact  and  Comment.  Jan  1 7). 
—Clyde  D.  Boden 
Arlington,  Va. 

Holmes  did  say.  "Elementary, "  and  on 
occasion,  "My  dear  Watson,  "but  he  net  e 
said  them  together. — Ed. 


Hollywood's  Watson  and  Holmes 


Some  fool  will  do  it 

Sir:  Your  rationale  of  congressiona 
conservatives    "helping    their  en 
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"The  computer  company  says  call  the  software  company.  The  software 
company  says  call  service.  Service  says  it's  not  in  the  contract;  it's  in 
the  training  manual.  And  nobody  understands  the  training  manual.  " 

Monroe 
eliminates  a  major  source 
of  trouble  for 
computer 

Too  many  sources. 


buyers. 


When  it  comes  to  buying  a 
computer,  the  more  people  you 
deal  with,  the  more  confusing  it 
gets.  Fortunately  there's  one  com- 
puter company  that  does  business 
differently:  Monroe. 

We  offer  one  of  the  most  ad- 
vanced business  microcomputers  in 
the  world.  And  unlike  our  compet- 
itors, we  accept  responsibility  for  it 
after  you  buy — even  if  you  buy 
only  one. 

Monroe.  The  single-source. 

Our  system  of  single-source, 
total  responsibility  may  seem  revo 
lutionary  to  our  off-the-shelf  com- 
petitors, but  we  believe  that  it 


takes  more  than  technology  to 
solve  problems.  It  also  takes  know- 
ledgeable and  dedicated  people. 


For  more  information  or  a 
free  demonstration  in  your  office, 
call  or  write  now. 
800-526-7843  Ext.  444 

(in  New  Jersey  800-522-4503 
Ext.  444) 

Monroe  Systems  For  Business 

The  American  Road 

Morris  Plains,  New  Jersey  07950 

□  Yes,  I'd  like  a  free  demonstration  in  my  office. 

□  Please  send  me  more  information  on  your 
computers. 

Name   

Title  

Company   

Address  

City  


Phone 


State 


Zip 


S  MONROE  SYSTEMS  FOR  BUSINESS 
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PREPARE 
70  SAVE  3C  A  LETTER 


I 


Did  you  know  that  you  can  save  3*  on 
every  20*  letter  by  using  a  Presort 
First-Class  Mail*  system  from  the  U.S. 
Postal  Service? 

Thirty  thousand  American  businesses 
know  it,  and  are  using  Presort  service  to  save 
millions  of  dollars  every  year.  They  simply 
presort  their  First-Class  Mail*  by  ZIP  Code! 

Whatever  the  size  of  your  business, 
there's  a  Presort  system  that'll  meet  your  par- 
ticular needs.  From  presort  service  companies 


for  the  smallest  businesses  to  computer  pre- 
sorting for  larger  volumes  of  mail. 

Just  call  your  local  Postmaster,  and  a  Cus 
tomer  Service  Representative  will  be  happy 
to  help  you  find  the  Presort  system  that's  just 
right  for  you.  So  you  can  prepare  to  save 
money  right  away 

PRESORT 

«■#   FIRST-CLASS  MAIL" 


ESORT  F CM  PHILADELPHIA  1 9101 


PRESORT  FCM  PHILADELPHIA  19102 


PRESORT  FCM  PHILADELPHIA  191 


Readers  Say 


;mies"  [by  supporting  a  balanced  bud- 
get amendment]  (Fact  and  Comment  II, 
fan.  17)  is  right  on  point.  If  you  don't 
want  the  courts  involved  in  some- 
thing, don't  require  it  or  deny  it.  Soon- 
er or  later  some  fool  will  file  suit  and 
make  it  a  court  issue. 
—Robert  L.  Frye 
^resident, 

National  Association  of  Trial  Court 

Administrators 
Eau  Claire,  Wis. 


Big  tipper 

5ir:  So  Joe  Kennedy's  bootblack,  Pat 
Bologna,  gave  Joe  stock  market  tips 
'"Wall  Street  at  shoe  level,"  Nov.  22). 
How  much  of  a  tip  did  Joe  give  the 
aootblack? 
—P.  Walton 
Grover  City,  Calif. 

In  1929  sboesbines  were  10  cents.  A 
Tpod  tip  was  a  dime.  He  gave  me  a 
quarter. — Pat  Bologna 


China  is  key 

Sir:  Re  your  comments  on  U.S.  rela- 
tions with  China  (Fact  and  Comment, 
'an.  3)- 1  hope  you  can  convince  Wein- 
berger, Shultz  and  the  President  that 
relations  with  mainland  China  are  a 
key  to  our  foreign  policy  and  defense 
posture.  Russian  concern  with  an  in- 
vasion from  the  Chinese  hordes  will 
relieve  much  pressure  on  the  U.S.  and 
European  defenses. 

China  will  not  attack  Taiwan,  and 
is  long  as  Taiwan  is  dependent  on  the 
U.S.  for  its  prosperous  commercial  ex- 
istence, it  appears  extremely  foolish 
to  court  Taiwan  at  the  expense  of  our 
national  defense. 
— Gerald  Goodman 
Mbuquerque,  N.M. 


How  to  eliminate  taxes 

Sir:  We  all  owe  our  heartfelt  thanks  to 
the  former  Secretary  of  Transporta- 
tion for  telling  us  that  the  nickel  our 
voracious  government  intends  to  add 
to  the  price  of  a  gallon  of  gas  is  not  a 
tax,  but  a  "user  fee."  Since  we  all 
utilize  the  services  of  government  in 
some  way,  all  taxes  are  actually  "user 
fees." 

Mr.  Lewis  has  eliminated  taxation. 
—John  G  Light 
°rescott,  Ariz. 
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Find  out  what  a  puffin  has  to  teach  you. 

Faces  painted  brightly  like  clowns,  puffins  are  among  the  most  engaging  of 
creatures  you'll  meet  when  the  M.S.  Lindblad  Explorer*  sails  to  the  Arctic  and 
Canadian  Arctic.  But  you'll  also  see  reindeer,  polar  bears,  whales, 
as  well  as  spectacular  fjords,  blooming  tundra  and  dazzling  ice  floes. 

And  you'll  learn  from  the  animals,  too,  jq  i  c  abw  k  tq  |_|VE 

because  our  cruises  are  accompanied  by  world 
famous  wildlife  experts. 

The  Explorer  offers  superb  food  and 
accommodations.  DEPARTURES  IN  JUNE,  JULY 
AND  AUGUST,  1983.  For  details  see  your  travel 
agent,  call  800-223-5688  (in  New  York 
21 2  751  2300)  or  write  Dept.  F-2  - 1 4.  SALEN  LINDDLAD  CRUISING 


*  Registered  in  Sweden 


1 03  East  55th  Street,  New  York  N  Y  1 0022 


with  a  yacht  hazard. 


Just  one  of  the  uncomplicated  pleasures 
of  Jonathan's  Landing. 


A  Waterfront  and  Golf  Course  Community  by  ALCOA  PROPERTIES,  INC., 
Jonathan's  Landing,  17290  Jonathan  Drive,  Jupiter,  FL  33458  (305)  746-2561 
Priced  from  over  $145,000.  Not  an  offering  where  restricted  by  law. 


PEOPLE  ASK  WHAT  MAKES  MAZDA  UNIQUE  AMONG 
JAPANESE  AUTOMAKERS.  BUT  LOOK  CLOSELY.  THERE'S  ONE 
IMPORTANT  DIFFERENCE  BETWEEN  US  AND  THE  OTHERS. 

THE  PEOPLE  / 

was  to  seek  a  substantial  in- 
crease in  productivity. 

Achieving  such  an  increase 
was,  in  essence,  an  effort  to 
reduce  costs  while  continuing 
to  produce  high  quality  auto- 
mobiles. As  well  as  continu- 
ing to  produce  them  in  the 
required  volume  and  in  the 
shortest  time  possible. 

Mazda's  Operation  50  pro- 
gram is  one  example  of  how  w( 
reduced  costs. 

-  Operation  50  decreased  oiu 
inventory  of  in-process  pro- 
duction materials  and  compo- 
nent parts  by  50%  in  just  three 
vears,  and  resulted  in  a  tremen 

J  ' 

dous  savings  in  overhead 
expenses.  But  that  wasn't  the 
only  benefit. 

Just  as  lowering  the  level 
of  a  river  reveals  rocks,  our 
reduction  of  inventory  revealed 


Mazda's  performance  in 
recent  years  can  be  summed 
up  in  a  word. 

Unprecedented. 

Since  1975,  our  produc- 
tion volume  per  employee  has 
climbed  126.4%.  Net  after-tax 
income  also  rose  sharply  and 
in  1982  surpassed  $90  million 
from  worldwide  sales  that 
topped  $4  billion. 

But  we  haven't  always  been 
the  picture  of  prosperity. 

During  the  mid-70s,  Mazda 
faced  serious  problems.  Pro- 
duction costs  were  rising  in  the 
wake  of  the  world  oil  crisis. 
Sales  were  suffering  as  a  result 
of  newly  defined  consumer 
automotive  needs.  And  only 
through  the  concerted  efforts  of 
our  people,  management  and 
workers  alike,  were  we  able  to 
turn  things  around. 


1978        1679        1980        1981  1982 


A  COMMITMENT 
TO  PRODUCTIVITY. 
Our  response  to  the  problem 
of  escalating  production  costs 


lidden  snags  in  the  production 
>rocess.  Eliminating  these 
mags  vastly  improved  the  flow 
)f  production  and  enhanced 
he  reliability  of  a  number  of 
processes. 

Inventory  reduction 
ishered  in  a  new  synchronized 
ystem  of  production.  We  no 
□nger  hold  in-process  mate- 
ials  in  large  inventories, 
lather,  we  bring  them  forward 
>nly  as  they're  needed,  and 
chedule  them  to  arrive  at  our 
production  lines  just  in  time  for 
he  next  step  in  the  manufac- 
uring  process. 

This  system,  along  with 
>ther  productivity-related  steps, 
las  allowed  us  to  increase  our 
>roduction  volume  from 
9.3  vehicles  per  employee  in 
975  to  43.7  vehicles  in  1982. 


themselves  to  ensuring  that 
product  quality  and  operational 
integrity  aren't  compromised. 

We've  established  strict 
quality  standards  which  must 
be  met  at  every  step  in  the  pro- 
duction process.  In  meeting 
these  standards,  our  people 
ensure  that  we  produce  prod- 
ucts of  uniformly  high  quality. 
But  the  job  doesn't  end  there. 
Each  worker  is  also  responsible 
for  improving  the  quality  of  the 
procedures  he  uses  to  meet 
those  standards. 


VIAZDA 


A  COMMITMENT 
TO  QUALITY. 
)ur  people  played  a  decisive 
ole  in  increasing  productivity 
>y  identifying  non-essential 
>roduction  processes,  and  sug- 
;esting  ways  to  eliminate  or 
mprove  them.  And  they  con- 
inue  to  suggest  ways  to  further 
mprove  productivity. 
They've  also  devoted 


More  than  18,000  Mazda 
people  demonstrate  this 
responsibility  through  volun- 
tary participation  in  Mazda 
Quality  Circle  activities.  MQ 
Circle  members  meet  to  discuss 
ways  to  improve  the  quality  of 
their  work  or  to  solve  job- 
related  problems. 

This  type  of  worker 
involvement  typifies  the  atti- 
tude of  quality- 
consciousness  that 
runs  deep  at  Mazda. 
In  a  very  real  sense, 
our  people  treat  each 
other  as  customers. 
Only  work  that  meets 
Mazda  standards  is 
allowed  to  pass  from 
one  person  to  the  next, 
whether  ifs  passing  station-to- 
station  on  the  assembly  line  or 
between  departments. 


A  COMMITMENT 
TO  INNOVATION. 
The  difficulties  of  the  mid- 
'70s  also  reemphasized  some- 
thing we'd  known  all  along: 
there  is  no  corporate  survival 
without  sales. 

Knowing  this,  we  devoted 
ourselves  to  the  development 
of  more  attractive  products. 
And  to  manufacturing  these 
products  at  the  lowest  possible 
cost  while  still  maintaining  the 
highest  level  of  product  quality. 

In  this  effort,  surveys  and 
product  concept  clinics  con- 
ducted by  our  people  in  key 
world  markets  are  enabling  us 
to  define  consumer  automotive 
needs  and  to  respond  to  them 
more  quickly.  We're  also  mak- 
ing use  of  an  R  &  D  concept 
called  Group  Value  Engineering. 

G.V.E.  project  develop- 
ment teams  analyze  and  com- 
pare various  design  alternatives 
to  determine  those  which  best 
meet  development  goals.  And 
which  also  provide  the  highest 
quality  at  the  lowest  cost. 

By  now  you  should  begin 
to  understand 
how  our 
people  and 
their  unique 
involvement 
in  corporate 
activities  help 
to  set  us  apart 
from  other 

Japanese  automakers. 

In  future  advertisements, 
you'll  be  reading  more  about 
Mazda.  And  specifically  about 
how  we're  raising  our  produc- 
tivity, increasing  our  quality, 
and  creating  more  innovative 
automobiles  through  the  use 
of  our  most  important  asset. 

The  people  at  Mazda. 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


CAPITAL  SPENDING  IS  A  THERMOMETER,  NOT  A  BAROMETER 


Economic  prelates  predicate  some  of  their  gloomy  pon- 
tificating on  projected  cutbacks  in  corporate  capital  spend- 
ing, estimated  to  drop  5.2%  this  year  over  last,  which  was 
down  from  the  year  before. 

That  these  cutbacks  are  widespread  and  that  many 
are  substantial  is  indisputable.  But  as  a  meaningful 
measure  of  anything  but  mood,  capital  spending  projec- 
tions ain't.  As  I  wrote  here  in  1976:  "To  able  corporate 
chieftains,  budgets  are  guidelines,  not  straitjackets.  .  .  . 
Don't  worry  about  the  'lag'  in  capital  investments.  The 

EXCLUSIVE!  REAGAN  AND 

They  just  don't  yet  accept  that  fact. 

President  Reagan  is  unmitigatedly  reluctant  to  summit 
with  his  Soviet  counterpart  unless  there's  prior  agreement 
to  solve  or  dissolve  all  the  points  of  clash  that  make  a 
summit  necessary  in  the  first  place.  Andropov  won't  really 
push  for  a  toptalk  for  fear  those  around  him,  and  the 
countries  allied  to  his,  and  the  rest  of  the  world  might 
think  it's  from  fear — fear  of  our  Administration's  vast 
military  budget  requests,  of  U.S.  efforts  to  organize  eco- 
nomic boycotts,  and  of  verbal  Potomac  thunderations  that 
nearly  match  the  Kremlin's  own. 

The  fact  is,  though,  that  mounting  political  and  eco- 
nomic pressures  on  both  superpower  incumbents  will 
simply  make  it  incumbent  upon  them  to  sit  down  together 
and  talk.  They  both  must  get  over  the  idea  that  all  the 
differences  that  exist  betwixt  us  must  be  disposed  of 
before,  or  right  at,  a  summit  talk. 


lag  is  in  the  statistic,  not  the  fact." 

Just  as  euphoric  spending  can  halt  almost  as  quickly 
as  a  board  meeting  can  be  called,  it's  well  to  remember 
at  this  point  that  it  takes  no  longer  to  reinstitute 
expansion  for  modernization,  new  products,  new 
plants,  new  markets. 

To  repeat:  Planned  capital  spending  figures  are  a  ther- 
mometer, not  a  barometer.  They  are  not  a  forecast. 

And,  sooner  than  you  think,  more  encouraging  statistics 
than  you  might  now  suspect  are  going  to  turn  up. 

ANDROPOV  WILL  MEET! 

Contrary  to  the  President's  expressed  concern  about  a 
meeting  without  prior  agreement  on  what  will  be  agreed 
to,  if  getting  together  results  in  nothing  more  than  getting 
to  know  each  other,  that  in  itself  is  of  immeasurable 
importance,  fust  their  tete-a-tete-ing  would  lessen  ten- 
sions. After  personal  conversations,  some  of  the  give-and- 
take  that  must  eventually  take  place  between  them  might 
seem  more  like  courtesies  than  concessions. 

The  boys  won't  meet  soon.  Our  Administration 
wouldn't  want  a  summit  right  now.  It  might  reduce  the 
pressure  for  their  mega-megaton  military  budget.  Andro- 
pov can't,  for  a  while,  afford  to  have  his  lurking  rivals  able 
to  suggest  that  he's  any  sort  of  powderpov  for  peace. 

But,  by  year's  end,  I'll  bet  a  date  will  have  been  set  for 
these  Big  Two  to — at  least — meet  and  shake  hands.  After 
all,  no  one  asks  or  expects  them  to  end  such  a  conversation 
holding  hands. 


CONTINUOUSLY  TRADUCING  DRUG  COMPANIES  IS  COSTLY  STUPIDITY 


Railroads  used  to  be  the  "popular"  Villains  for  dema- 
gogues. Until  they  were  all  nearly  broke. 

Then  it  was  the  steels.  Until  they  all  have  been  nearly 
done  in. 

Yesterday  it  was  the  oils.  Until  their  profits  slipped 
precipitously. 

And  since  the  turn  of  the  century,  drug  companies  have 


been  getting  keelhauled  regularly  by  regulatory  agencies, 
consumer  groups,  politicos  and  public.  The  Tylenol  Affair 
was  the  latest  and  most  spectacular,  resulting  in  costly 
"safe"  packaging  requirements,  far  more  elaborate  than 
needed  to  serve  the  purpose. 

But  quite  apart  from  that  horrific  episode,  if  drug  compa- 
nies come  up,  for  instance,  with  a  cureful  good  drug,  there 
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are  demands  that  it  be  sold  at  the  cost  of  ingredients  and 
licensed  to  all  so  that  the  Sick  aren't  profited  from.  If  they 
very  occasionally  come  up  with  a  cure  that  doesn't,  or  one 
whose  side  effects  eventually  prove  harmful,  the  Food  & 
Drug  Administration,  as  well  as  the  company,  is  blud- 
geoned bloody  for  having  approved.  If  they  come  up  with  a 
magic  bullet  or  one  is  developed  abroad  and  isn't  promptly 
made  available,  the  same  criers  shrill  at  companies  and  the 
government  for  holding  it  off  the  market. 

During  the  last  session  of  the  House,  a  measure  that 
would  have  extended  the  period  of  patent  protection 
for  effective  drugs  developed  by  various  companies  was 
allowed  to  die  after  having  been  passed  by  the  Senate. 
It  usually  takes  years  to  develop  an  efficacious  drug  for 
a  particular  problem;  it  takes  years  more  to  gain  ap- 
proval and  a  long  time  to  familiarize  the  medical  pro- 
fession with  its  appropriate  applications. 

Sometimes,  by  the  time  this  is  all  done,  the  patent 


has  run  half  its  course  or  more.  Extending  the  life  of 
the  patent  is  more  than  merely  equitable.  It's  those 
none-too-common  cases  when  a  drug  is  developed  that  is 
finally  successful  and  profitable  which  provide  the  whole 
iaison  d'etre  for  a  drug  company  and  the  Smillions  it 
spends  for  research  and  development. 

How  many  are  busting  their  chops  to  come  up  with 
magic  bullets  in  countries  with  socialized  medicine? 
Where's  the  impetus,  the  incentive  to  spur  a  politically 
dominated  medical  bureaucracy?  Amply  funded  drug 
company  research  can  come  up  with  discoveries  that 
have  applications  for  problems  that  may  not  be  wide- 
spread and  hence  never  achieve  a  big  market,  no  chance 
for  big  profits. 

Overkill  by  the  industry's  critics  kills  the  potential  for 
ever  more  cures.  For  medical  advances,  incentive  is  the 
heart;  profit,  the  oxygen.  Forget  that  and  you  can  forget 
about  ongoing  drug  breakthroughs. 


EVERYBODY  LOVES  A  PARADE! 


In  the  exhibition  halls  of  the  National  Geographic  in 
Washington,  D.C.,  12,500  toy  soldiers  from  the  Forbes 
Collection  of  80,000  are  On  Parade  until  Easter.  Wrote 
Hank  Burchard  in  the  Washington  Post: 
"Toy  soldiers,  toy  tanks,  toy  planes,  toy  potentates — 

toys,  toys,  toys. 
Toys  of  the  sort 
and  number  we 
used  to  dream 
about,  toys  of 
sorts  and  in  num- 
bers we  didn't 
know  how  to 
dream  about  are 
Icebound  Arctic  explorers         set  out  for  us  to 

envy  and  enjoy  at  the  National  Geographic  Society's 
headquarters.  On  the  way  into  the  exhibit,  we  get  to 
peek  into  the  bedroom  window  of  this  kid  lying  in  bed, 
and  he  has  all  these  toy  soldiers  spread  out,  more  toy 
soldiers  than  I  ever  had  altogether.  The  twist  is,  this  kid 
doesn't  have  a  head.  What  you  do  is  stick  your  head  into 
the  display  and  there  you  see  yourself  in  the  mirror 
opposite  the  bed. 

"The  centerpiece  of  the  exhibit  is  a  French  Foreign 
Legion  outpost  under  assault  by  Arabs.  The  exhibit's 
range  is  suggested  by  some  of  the  faces  seen  in  minia- 
ture: stout  Cortez,  Kaiser  Wilhelm  II,  Caesar  and  Cleo- 
patra, Achilles,  Napoleon,  Rommel,  Sherlock  Holmes 
and  Dr.  Watson,  Santa  Claus,  Alexander  the  Great, 
Nansen  (of  the  North),  Hitler  and  Mussolini  (giving  the 
fascist  salute),  von  Hindenburg  (refusing  to  give  the 


fascist  salute),  George  Washington  and  Uncle  Sam. 

"Geographic  people  were  horrified  the  other  morning 
to  find  Peter  Johnson,  co-curator  of  the  Forbes  Maga- 
zine Museum  of  Military  Miniatures  in  Tangier, 
scorching  and  melting  some  tanks  with  his  cigarette 
lighter,  an  unthinkable  curatorial  crime.  'Makes  it  look 
more  real,  don't  you  think?'  he  said. 

"The  collection — there  are  68,000  more  pieces  back 
in  Tangier — represents  200  years  of  toy-soldiering  in 
Europe  and  the  U.S.,  from  early  German  'flats'  to  the 
centrifuge-cast  English  'hollows'  that  brought  full- 
round  figures  within  the  price  range  of  the  masses.  The 
exhibition  embodies  that  great  and  valuable  truth  about 
the  human  condition  uttered  by  Dorothy  Parker.  'The 
only  difference  between  men  and  boys  is  the  cost  and 
number  of  their  toys.'  " 

Washingtonians  are  quite  accustomed  to  the  real  thing 
in  military  per- 
sonnel. But  they, 
along  with  Cap- 
ital visitors,  are 
swarming  in  to 
see  the  toy  sol- 
diers doing  their 
thing  at  the  Na- 
tional Geogra-  Foreign  Legion  under  attack 
phic's  famed  hall.  While  the  kids  among  the  record 
crowds  reviewing  the  soldier  parade  are  plentiful,  it 
seems  to  be  the  grown-ups  who  are  most  turned  on  by  the 
dazzling  display.  I  am  not  sure  what  the  Message  is,  or  if 
there  is  any,  in  this  fact,  but  if  there  is,  it  is  a  happy  one. 
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PSYCHOANALYSTS  MAKE  EVEN  ECONOMISTS  LOOK  GOOD 


For  "murking"  common  sense  and  muddying  clear 
thinking,  psychoanalysts  invariably  by  far  outdo  that  oth- 
er peer  group,  economists,  in  these  ultra-inexact  sciences, 
fust  calling  such  occult  professions  "sciences"  has  to  be 
the  ultimate  in  language  abuse. 

But,  by  golly,  recently  the  head  knocker  of  the  Chica- 
go Institute  for  Psychoanalysis,  Dr.  George  Pollock, 
came  up  with  an  observation  that's  the  most  profound, 
sound  and  fresh  perception  on  power  that  has  been 
made  since  Lord  Acton's  proclamation  ("Power  tends  to 
corrupt  and  absolute  power  corrupts  absolutely")  be- 
came an  axiom  on  which  practically  all  subsequent 
historians,  philosophers  and  writers  have  based  their 
ludgments. 

From  his  studies,  Dr.  Pollock  concludes  that  it's  people 
who  have  little  or  no  power  who  suffer  most  from  mental 


breakdowns,  depression,  feelings  of  emptiness  and  useless- 
ness.  Not  power,  but  "power! essness  can  corrupt." 

It's  clear  to  me,  having  seen  so  many  chief  executive 
officers  over  the  years,  that  the  ablest  thrive  on  power,  on 
the  ability  to  decide  what  should  be  done  and  then  to  get  it 
done.  The  prestige  and  the  psychic  income  that  accrue 
from  positions  of  corporate  power  far  outweigh  the  lure  of 
any  amount  of  dollar  income.  The  dollars  are  important 
principally  as  an  expression  of  the  power. 

Connecticut's  former  Congressman  Toby  Moffett  put 
it  with  poignant  clarity  after  being  defeated  in  Novem- 
ber's election:  "It's  losing  that  kind  of  power  that  I  think 
is  very,  very  tough.  I  don't  mind  telling  you,  I'm  shell- 
shocked  today." 

For  making  the  profession  of  psychoanalysis  really  ap- 
pear to  be  one,  score  one  for  Dr.  Pollock. 


"IT'S  A  BIG,  WIDE,  WONDERFUL  WORLD  YOU  LIVE  IN" 

^oes  the  most  famous  line  of  that  famous  song.  sters  occasionally  complained  about  some  injustice:  "Son, 

True,  most  of  the  time.  never  forget,  this  is  a  wonderful  world  to  give  in,  but  a 

My  father  used  to  phrase  it  differently  when  we  young-    terrible  world  to  have  to  beg,  borrow  or  steal  in." 


IT'S  BETTER 

to  show  some  tension 
than  to  disguise  it  with  pretension. 


THE  TEST  OF  FAIRNESS 

is  how  fair  you  are 
to  those  who  are  not. 


BOOKS 


KENNEIH  RINOPHD 

*  ERRAyMGMD  MOCOtjR. 


DEaIH 

A  SQESTIFr  IKVKTTW10N  OF 
THE 

NEAR-DEATH 
EXPERIENCE 


•Life  at  Death — by  Kenneth  Ring 
(Quill,  $7.50).  In  prayers  and  hymns 
is  a  recurrent  theme  of  "peace  at  the 
last."  In  this  volume  of  recollections 
by  those  who  had  died  in  a  medical 
sense  but  recovered,  there's  confir- 
mation of  sorts — "The  conscious  ex- 
perience of  dying  is  heralded  by  a 
feeling  of  such  peace  and  content- 
ment that  many  respondents  claim  there  is  simply  no  way 
they  can  describe  it."  For  sure,  one  day,  we'll  all  be  experts 
Dn  the  subject. 

Excerpt:  The  typical  near -death  survivor  emerges  from  his 
experience  with  a  heightened  sense  of  appreciation  for  life, 
determined  to  live  life  to  the  fullest.  He  has  a  sense  of  being 
'eborn  and  a  renewed  sense  of  individual  purpose  in  living, 
iven  though  he  cannot  articulate  just  what  this  purpose  is. 
He  is  more  reflective  and  he  feels  himself  to  be  a  stronger, 
more  self-confident  person  and  adjusts  more  easily  to  the 
/icissitudes  of  life.  The  things  that  he  values  are  love  and 
service  to  others;  material  comforts  are  no  longer  so 
\mportant.  He  becomes  more  compassionate  toward  oth- 
ers, more  able  to  accept  them  unconditionally.  He  has 
ichieved  a  sense  of  what  is  important  in  life  and  strives  to 
Hvein  accordance  withhis  understanding  of  what  matters. 


JAMES  NORWOOD  PRATT 


PI 

Jfyver  s  treasury 


Wo*  an  Imroductxm  by  HF  K  PISHER 


The  Tea  Lover's  Treasury — 

by  James  Norwood  Pratt  (101 
Productions,  $7.95).  While  cof- 
fee's our  national  drink,  tea  is 
It  for  most  of  the  world's  popu- 
lation, i.e.,  China  (whence  it 
sprang),  Indochina,  Indonesia, 
Japan,  et  al.  In  Britain,  of 
course,  tea  is  lifestyle  for  society's  High  to  workers'  count- 
less "Breaks"  for  same.  Mr.  Pratt  may  tell  you  more  than 
you  want  to  know  about  the  subject,  but  most  certainly  he 
includes  all  you  could  want  to  know  about  it. 
Excerpt:  Tea  leaves,  like  any  others,  wither  once 
they're  taken  off  the  bush.  If  you  "kill"  the  fresh  leaf 
with  heat  before  it  has  a  chance  to  wither,  you've  got 
Green  Tea.  If  you  wait  until  it's  just  about  to  wither 
you've  got  Pouchong,  which  looks  brownish  and  tastes 
interestingly  nutty.  If  you  make  sure  the  leaf  is  well 
withered  and  goes  through  the  attendant  chemical 
changes  you'll  have  Black  Tea,  which  is  3  percent 
caffeine  by  weight  as  opposed  to  Green  Tea's  one. 
Should  you  let  the  leaf  wither  and  ferment  a  little,  you 
come  up  with  2  percent  caffeine  and  something  alto- 
gether different:  Oolong.  Formosa  Oolong  is  rightly 
considered  "the  champagne  of  teas." 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


First  Here  from  Air 

There  had  never  been  a  rigid  air- 
ship in  America  before,  and  no  one 
had  ever  seen  anything  like  the  R34, 
floating  majestically  in  from  the  Old 
World  with  the  morning  sun.  .  .  . 
What  was  missing,  however,  was  an 
officer  with  any  experience  at  land- 
ing a  giant  rigid  airship.  The  only 
solution  was  for  one  of  the  R34's 
officers  to  parachute  from  the  ship 
and  take  over  arrangements  on  the 
ground.  Maior  f.E.M.  Pntchard  vol- 
unteered, and  became  the  first  man 
ever  to  arrive  in  America  by  air. 
Landing  heavily,  he  was  instantly 
surrounded  by  reporters. 

"Can  you  tell  us  what  your  first 
impressions  of  America  are,  sir?" 
asked  one  of  them. 

"Hard,"  replied  Pntchard.  Then  he 
rode  off  on  a  motorbike  to  the  spot 
where  the  R34  was  maneuvering 
toward  a  gentler  descent. 

— The  Giant  Airships, 
by  Douglas  Botting  and 
the  editors  of  Time-Life  Books 

Nixon  on  Talk 

Summits  convinced  him,  Richard 
Nixon  said,  of  the  value  of  one-on- 
one  contact  "even  if  you  get  a  bland 
communique  at  the  end"  because 
they  "reduce  the  chance  of  war  by 
miscalculation.  [The  leaders]  would 
know  each  other.  A  meeting  inhibits 
aggressive  acts. 


"We  and  the  Russians  must  get  to 
the  causes  of  our  difficulties.  I'm  not 
suggesting  we  should  be  soft  on  the 
Russians.  God  knows,  I've  never  been 
that.  But  it  is  vitally  important  that 
the  leaders  know  each  other  not  by 
hot  line  but  face  to  face." 

— Charlotte  Curtis, 
New  York  Times 

100  Tears  Ago 

Cincinnati,  December  26,  1882:  A 
Mr.  A.H.  Pugh,  dissatisfied  with  the 
service  of  the  telephone  company, 
was  moved  to  strong  language:  "If 
you  can't  get  the  party  I  want  you  to, 
you  may  shut  up  your  damn  tele- 
phone!" Aghast,  the  phone  company 
removed  its  instrument  from  Mr. 
Pugh's  home.  He  sued  to  get  it  re- 
stored, but  the  courts  decided  in  fa- 
vor of  the  company.  "Damn"  was 
not  to  be  said  over  the  wire. 

— American  Heritage 

Heroes — Well  Baked 

One  of  the  more  sensible  things 
about  the  Catholic  Church  is  that  it 
takes  its  time.  It  doesn't  rush  to 
nominate  heroes.  Rome  believes  that 
before  a  saint  is  canonized,  a  seemly 
interval  should  pass.  Preferably  you 
should  be  dead  for  several  centuries. 
This  insures  that  your  pals  are  no 
longer  around  to  lobby  for  your 
cause.  And  it  also  insures  that  very 


few  of  your  enemies  are  still  in  a 
position  to  put  in  the  shiv.  We  aren't 
like  that  in  America.  We  rush  our 
heroes  into  immortality. 

— James  Brady, 
Advertising  Age 

Power's  the  Policy 

Policy  differences  are  used  in  the 
struggle  [for  power  in  the  Soviet 
Union]  and  may  even  become  focal 
points  of  conflict,  but  are  always 
transient  rationalizations,  never  seri- 
ous causes.  There  is  no  established 
"peace  party"  or  "war  party,"  liberal 
wing  or  conservative  wing,  in  the 
Soviet  leadership.  There  are  only  the 
ins  and  outs. 

— Irving  Knstol, 
Wall  Street  Journal 


You  can  feel  as  sorry  for 
yourself  as  you  want,  but 
the  boat  you're  in  is  so  jam 
packed  it  will  probably  sink! 

—A  World  of  Profit 
by  Louis  Auchincloss 


Vanity  and  Age 

The  vanity  of  older  people  is  sim- 
ple to  explain,  and  condone.  They 
yearn  for  recognition  of  what  they 
have  been:  the  reigning  beauty,  the 
athlete,  the  scholar.  The  beauties 
have  the  hardest  time  of  it;  some- 
times they  make  themselves  gro- 
tesque by  their  efforts  to  simulate 
former  charms. 

Being  admired  and  praised  is  one 
compensation  of  age,  for  the  lucky 
ones,  but  there  are  other  pleasures  as 
well,  including  some  that  younger 
persons  find  hard  to  appreciate.  One 
of  them  is  simply  sitting  still,  like  a 
snake  on  a  sun-warmed  stone,  with  a 
delicious  feelmg  of  indolence  that 
was  seldom  enjoyed  in  earlier  years. 
At  such  times  the  older  person  is 
completely  relaxed.  The  future  does 
not  exist  for  him. 

— Malcolm  Cowley, 
Life  magazine 

Reducing  Medical  Costs 

The  American  Medical  Association 
announced  ...  a  redefinition  of  "un- 
necessary' surgery"  as  that  performed 
on  patients  who  can't  pay,  and  most 
important,  stricter  licensing  require- 
ments to  reduce  the  number  of  new 
physicians  to  zero. 

— National  Lampoon 
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TURNED  OFF 

BY  THE  COPIES 
YOUR  COPIER 
TURNS  OUT? 

TURN  m  IN: 
1-800-554-COPY 

(OPERATOR  HO. 976) 

All  over  America  people  are       new  line  of  Savin  copiers.               demonstration  of  the  new 
sing  up  against  revolting  copies.            Not  only  are  copies  sharper,       Savins  in  your  office, 
ow  there's  no  need  to  put  up  with     blacker  and  cleaner  than  ever  ■""  j 

COpier  that  turns  OUt  Copies  full         before,  but  they're  SO  COn-  \  For  a  free  demonstration  or  more 

:  flecks  and  specks.  Or  copies  sistent,  it's  hard  to  tell  trttfE&  TsSssTc^ 

ith  such  dingy  gray  backgrounds,  the  40,000th  copy  from     \*v£0^««&     or  man  this  coupon  to:  Savin  p. 6 

ley' re  hard  to  read.  Even  copiers  the  first!  I  VcMV^*       492°6'  At'anta  GA  '°359, 

lat  start  out  well  on  Monday  and  So  call  the  toll-free    \  Name  

Bt  mucked-up  by  Thursday  will  number  and  rat  on  your  r^<  t,h„  

3  a  thing  of  the  past.  company's  crummy  copier.  Or  J  Company_ 

Savin  technology  has  devel-  send  us  a  sample  yukky  copy  along    I  Address 


Ded  a  whole  new  way  of  copying       with  a  completed  coupon.  We'll        I  Cltv  state_ 

and  no  other  copier  even  comes  send  you  a  free  "I  turned 'em  in"  I  Zip—  _Phone_ 
ose.  And  you  can  see  it  on  our        button,  and  arrange  for  a  free  |_  


sai/m 

SEE  HOW  CONSISTENT  COPYING  CAN  BE. 

®  Savin  and  Savin  logotype  are  registered  trademarks  of  Savin  Corporation  ©  1983  Savin  Corporation.  Valhalla.  N  Y  10595. 


"OUR  FUTURE: 

TAKING 
DISTRIBUTION  TO 
THE  HIGHEST  ORDER!' 


I  he  business  of  distributing  tele- 
communications, electrical,  CATV 
and  security  equipment  could  be  a 
rather  mundane  pursuit  . . .  unless 
(as  United  Telecom's  North  Supply 
Company  did)  you  decide  to  do  it 
better  than  anybody  else. 

Because,  then  you  commit  to 
a  sophisticated  computerized  order 
processing/inventory-  management 
system. 

And  you  train  specialists  to  know 
a  customer's  business  almost  as  well 
as  he  knows  it  himself. 


And  you  stock  11  strategically 
placed  distribution  centers  with  tens 
of  thousands  of  the  products  of  more 
than  500  manufacturers  so  you  can 
serve  customers  in  50  states  and  60 
foreign  countries. 

And  in  the  process  you  com- 
pletely change  the  character  of  dis- 
tribution. You  become  the  first  to 
ship  complete  communications  sys- 
tems within  24-48  hours.  A  12-week 
delivery  cycle  on  transformers  is 
cut  to  a  week  or  less.  A  26-week 
delivery  cycle  on  power  cable  is 


Andy  Hams.  North  Supply  Co. 

cut  to  a  matter  of  days. 

Bringing  such  dramatic  changes 
to  distribution  is  part  of  the  way  we're 
putting  our  program  for  the  future  into 
action  now. 

We're  specializing  in  areas  where 
we're  already  making  a  unique  contri- 
bution. And  by  specializing,  we're 
going  to  become  an  even  more  impor- 
tant factor  in  the  Information  Age. 

For  more  about  what  we're 
doing,  write  D.  F.  Forsythe,  United 
Telecommunications,  Inc. ,  Box  11315, 
Kansas  City,  Mo.  64112. 


United  Telecom  BBS 

A  clear,  distinctive  voice  in  the  Information  Age. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THEY  MAY 

Two  years  ago  supply-side  economists  assured  us  that 
uts  in  income  tax  rates  would  pay  for  themselves.  Collec- 
ions  from  the  highest  brackets  would  go  up  at  once,  and 
svenues  from  the  other  brackets  would  increase  within 
4  months.  These  economists  cited  the  Mellon  tax  reduc- 
ions  of  the  1920s  and  the  Kennedy  cuts  of  the  early  1960s; 
i  both  cases  revenues  increased  and  the  proportion  paid 
y  the  top  brackets  rose  substantially. 

Events  seem  to  have  proven  the  supply-siders  wrong. 

Or  have  they? 

People  who  must  make  estimated  income  tax  payments 
ach  quarter  to  the  IRS  are  generally  in  the  higher  brack- 
ts.  David  Stockman's  Budget  Office  estimated  that  eol- 
ations from  this  category  of  taxpayers  would  fall  from 
77  billion  in  fiscal  1981  to  about  $72  billion  in  1982.  The 
.eagan  tax-cut  bill  of  1981  had  just  been  passed,  and  the 

HERE'S  WHY  INTEREST  RATES 

Why  have  interest  rates  been  on  a  plateau  since  Octo- 
er?  Why  don't  they  come  down  when  inflation  is  so  low? 
There  are  two  answers. 

The  first  is  that  Federal  Reserve  Chairman  Paul  Volcker 
oesn't  want  to  be  accused  of  refueling  inflation.  Talk 
bout  fighting  the  last  war!  A  cautious  man,  he  would 
refer  to  have  the  Fed  follow  the  trend  of  interest  rates, 
ither  than  lead  them,  even  though  the  central  bank  is  the 
lajor  influence  by  far  in  the  money  markets. 

One  reason  Volcker  seems  paralyzed  at  the  moment  is 
nat  he  hasn't  recovered  from  the  shock  over  the  failure  of 
ae  last  discount  rate  reduction  (from  9%  to  8'/2%)  to 
rigger  a  bond  market  rally.  There  is  no  mystery.  The 
larkets  had  anticipated  the  cut  many  weeks  before. 

The  Federal  Reserve  has  the  power  to  bring  down  short - 
:rm  interest  rates.  It  pegged  them  for  decades  until  late 
979.  It  did  so  by  buying  and  selling  bonds  to  keep  interest 
ites  on  federal  funds  (money  that  banks  lend  to  other 
anks  overnight)  within  a  certain  range.  The  Fed  funds 
ite,  in  turn,  is  the  benchmark  for  other  short-term  rates. 

Volcker  could,  should,  bring  them  down  quickly. 

But  this  is  only  a  short-term  solution. 


BE  RIGHT 

top  tax  rate  was  being  slashed  from  70%  to  50% . 

The  fiscal  1982  results  are  in.  The  take  from  this  cate- 
gory was  $85  billion,  10%  more  than  the  year  before.  The 
proportion  of  U.S.  income  tax  payments  from  this  group 
was  29%,  up  from  27%. 

If  the  tax  reductions  enacted  in  1981  had  been  made 
effective  at  once  (only  the  maximum  rate  was  brought 
down  in  one  step),  instead  of  being  staggered  over  2 Vi  years, 
David  Stockman's  revenues  would  have  been  beefier.  Brit- 
ish Prime  Minister  Margaret  Thatcher  put  in  smaller,  but 
immediate,  income  tax  reductions  in  1979,  and  Britain's 
income  tax  revenues,  despite  a  recession  more  painful  than 
our  own,  went  up,  confounding  treasury  officials. 

Too  bad  the  Administration  has  forgotten  that,  if  you  let 
people  keep  a  little  more  of  each  additional  dollar  they  earn, 
everyone,  including  the  tax  collector,  comes  out  ahead. 

HAVEN'T  BEEN  GOING  DOWN 

The  fundamental  problem  facing  the  economy  today  is 
that  the  Federal  Reserve  has  no  reliable  compass  to  deter- 
mine whether  it  is  printing  too  much  money,  too  little 
money,  or  just  the  right  amount.  It  is  comparable  to 
businessmen  running  their  companies  without  income 
statements,  without  balance  sheets. 

This  astonishing  fact — that  the  Fed  is  flying  (or  perhaps 
more  aptly  with  Volcker,  sitting)  blind — has  received  vir- 
tually no  attention  from  policymakers  or  the  press. 
What  kind  of  system  should  we  be  striving  for? 
This  writer  prefers  a  gold-based  one,  such  as  the  Bretton 
Woods  International  Monetary  System.  Under  Bretton 
Woods,  which  came  in  after  World  War  II,  foreign  curren- 
cies were  fixed  to  the  dollar  and  the  dollar  was  fixed  to 
gold.  When  a  currency  came  under  attack  in  the  foreign 
exchange  markets,  it  was  a  signal  to  policymakers  that 
they  had  to  change  their  ways.  The  U.S.  effectively  short- 
circuited  Bretton  Woods  in  March  1968  and  gave  it  the 
coup  de  grace  in  August  1971. 

The  details  of  a  new  system  aren't  as  important  right 
now,  however,  as  getting  our  policymakers,  including 
Volcker,  to  recognize  the  fact  that  we  need  one. 
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If  choosing  between  life  insurance 
and  competitive  interest  rates 
has  you  tied  up  in  knots... 

get  them  both. 


Up  to  now,  it's  often  been  a  case  of  one  or  the  other. 
You  could  either  buy  life  insurance  protection  for  your 
family  or  put  money  away  at  competitive  interest 
rates. 

But  now  you  can  do  both— with  New  York  Life's  new 
Target  LifeSM  policy.* 

It  is  a  life  insurance  plan  that  provides 
$100,000  or  more  of  protection  at  low 
rates.  At  the  same  time,  it  is  a  plan  to 
build  funds  for  college,  retirement,  what- 
ever your  target. 

Target  Life  provides  remarkable 
flexibility  within  Internal  Revenue  Code 
requirements: 


"  Not  available  in  all  states.  Issued  by  New  York  LUe  Insurance  and  Annuity 
Corporation,  a  Delaware  subsidiary  of  New  York  Ufe  Insurance  Company. 
372  Park  Avenue  South.  New  York.  New  York  100H). 


•  You  decide  each  year  how  much  you  can  afford  t 
put  into  the  policy.  There  are  no  fixed  payments. 

•  You  decide  how  much  goes  into  cash  values, 
where  it  accumulates  tax-sheltered  at  competitive 
rates. 

•  You  can  withdraw  funds,  vary  the  amount  of  pro- 
tection or  the  amount  of  cash  values,  and  even  insur* 
ouher  family  members  on  your  one  policy. 

So  our  Target  Life  universal  life  policy  not  only 
keeps  you  from  being  tied  up  in  knots,  but  makes  plai 
ning  your  family's  financial  security  a  whok 
lot  easier. 

Why  not  get  all  the  details  today.  Ask  yoi 
New  York  Life  Agent. 


"ASK  me: 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


Help-wanted  ads 
normally  lag, 
but  this  time 
they  may  lead 


Some  of  the 
more  dismal 
statistics  are 
misleading 


The  most  efficient 
plants  will  get  busier, 
the  less  efficient 
are  closed 


OFF  THE  BOTTOM,  AT  LAST 

Unevenly  but  definitely,  the  economy  is  moving  off  the  bottom. 
Housing  starts,  though  somewhat  erratic,  may  already  be  on  the  rise. 
"Housing  in  1983  will  by  far  be  the  economy's  brightest  sector; 
residential  investment  in  real  terms  can  be  expected  to  expand  by 
30%,"  says  First  Pennsylvania  economist  Kenneth  T.  Mayland. 

Help- wanted  advertising  is  another  favorable  straw  in  the  wind. 
The  help-wanted  ad  index  kept  by  the  Conference  Board  was  up  five 
points  (to  83%  of  the  1967  average)  in  December.  It  was  the  third 
consecutive  monthly  gain. 

Normally  the  help-wanted  index  is  a  lagging  indicator.  People  prefer  to 
handle  increased  orders  with  the  help  they  have  at  hand  before  they 
hire  new  people.  But  this  time  around  the  help-wanted  index  may  be 
more  of  a  leading  indicator.  That's  because  layoffs  occurred  not  just  as 
a  response  to  poor  business,  the  Conference  Board's  Kenneth  Goldstein 
points  out,  "but  as  an  extra  belt-tightening  measure  to  increase  cash 
flow."  So,  as  interest  rates  decline  and  the  cash  bind  becomes  less 
severe,  some  companies  will  be  hiring  sooner  than  the  new  orders  in 
hand  would  seem  to  require. 

It's  becoming  increasingly  clear,  too,  that  some  of  the  dismal 
statistics  are  misleading.  They  showed  that  housing  starts  were  only  1 
million  last  year.  But  that  figure  ignored  "adaptive  use"  housing. 
That's  housing  that  becomes  available  when  a  school  or  factory  is 
turned  into  apartments  or  condominiums.  Nearly  500,000  units  per 
year  are  added  to  the  stock  this  way,  but  that  figure  is  not  included  in 
new  starts.  Add  these  to  the  1.5  million  starts  that  the  official  figures 
should  show  for  1983  and  the  year's  addition  to  the  nation's  housing 
stock  will  be  close  to  the  1.9  million  starts  of  the  mid-Seventies,  a  time 
when  adaptive  use  housing  was  insignificant.  In  short,  1983  could  be  a 
pretty  good  year  for  housing,  even  though  official  statistics  might  not 
show  it.  The  appetite  for  bad  economic  news  seems  voracious.  Most 
people  seem  determined  to  ignore  the  favorable  signs. 

The  winter  months  are  unreliable  indicators  because  of  weather.  By 
April  the  economy  will  be  on  the  right  track.  People  will  be  less 
impressed  by  bad  news  and  more  willing  to  hear  good.  In  short, 
confidence  will  improve.  The  upturn  has  begun  slowly  and  weakly  but 
will  pick  up. 

A  modest  upturn  should  result  in  more  than  modest  improvements 
in  productivity  and  profits.  That's  because  an  improvement  in  new 
orders  will  see  the  most  efficient  U.S.  plants  getting  busier  (less  efficient 
plants  are  gone).  These  plants,  moreover,  are  stajfed  by  the  most 
experienced  workers,  whose  motivation  and  competence  are  high. 

Chastened  by  hard  times  and  genuinely  anxious  about  preserving  jobs, 
unions  are  now  acquiescing  in  work-rule  changes  they  would  have 
rejected  in  the  Sixties.  It  is  never  agreeable  to  say  so  out  loud,  but 
recessions  have  their  uses. 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 


160- 


145- 


125- 


90- 


Current  132.2 
Previous  130.4 
Percent  change     + 1.4 


ii  if  r  t 

I  I  f   I  1  1  T  ■ 

J  F  MAM  | 

1  AS   O  N  O 

Dp  she  rises.  For  the  second  time  in  a  row,  the  Forbes 
Index  has  posted  a  gain.  It  rose  1.4%  in  December,  mainly 
on  the  strength  of  a  12%  gain  in  manufacturers'  new 
orders.  Personal  income  also  was  up,  increasing  by  1.5%. 
More  good  news  came  from  the  inflation  front  with  the 
Consumer  Price  Index  down  0.4%  and  the  service  sector 
index  off  0.9% . 
On  the  negative  side,  retail  store  sales  were  down  0.4% . 


And  industrial  production  kept  declining,  off  0.1%  in 
December.  But  the  really  bad  news  was  new  housing 
starts,  which  fell  25.5%.  That  figure  is  less  significant 
than  it  first  appears,  however,  since  housing  starts,  so 
heavily  affected  by  the  weather,  are  considered  unreliable 
as  an  economic  indicator  in  the  whiter  months.  So,  ex- 
cluding housing,  the  Index  may  be  signaling  that  an  eco- 
nomic recovery  is  about  to  begin. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding. 

To  measure  these  eight  elements,  Forbes  monitors  11 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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You  can't  reach  the  top  using  just  your  woods. 


succeed  in  business,  you  can't 
good  ideas  slip  through  your 
sp.  Or  forget  to  write  those 
ck,  but  important  notes, 
en  a  thought  strikes,  you  have 
capture  it  immediately.  Often,  a 
icil  and  pad  just  aren't  up  to 
task. 

w  you  can  get  rid  of  that 
idicap.  With  a  Pocket  Caddy™ 
)ught  Processor  from  Lanier. 
i  Pocket  Caddy  goes  where  you 
And  can  be  operated  with  just 
lumb  and  a  finger. 


So  even  in  a  car,  where  a  pencil 
is  useless,  you  can  record  all  the 
ideas  that  will 
help  you  get 
ahead  faster. 

The  choice? 
Scratch  out 
a  living.  Or 
get  the  Pocket 
Caddy.  And 
move  ahead  at  the 
speed  of  sound. 


I  1 

□  I'd  like  more  information  on  the  Pocket  Caddy. 


Company. 


Business  Address- 


City- 


County- 


_State_ 


_Zip_ 


Mail  to  Lanier  Business  Products,  Inc. 

1 700  Chantilly  Drive  N  E  ,  Atlanta,  GA  30324 

Ask  your  office  manager  about  Thought  Processors. 

Or  call  (800)  241  -1 706.  In  Georgia.  (404)  321  -1 244  collect. 
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VE  AHEAD  AT  THE  SPEED  OF  SOUND 


LANIER  THOUGHT  PROCESSING 


THE  THOROUGHBRED 

Shipments 
Go  The  Distance 
With  One  Handler 

AllThe  W/x. 


a  round  a  racing  stable, 
Z\   a  handler  plays  a 
L    jL  very  important  role. 
He  knows  how  to  deal  with 
horses  when  they  have 
problems. 

Shippers  of  freight  have 
their  share  of  problems  too. 
So  Norfolk  Southern  has 
installed  single -system 
service  to  give  shippers  and  their  ship- 
ments thoroughbred  treatment — with 
a  railroad  freight  expert  holding  the 
reins  all  along  the  line. 

With  this  single -system  service,  your 
"handler"  will  route  your  freight  in  the 
most  direct  and  efficient  manner.  Now 
your  shipments  will  spend  less  time  in 
the  yards,  more  time  on  the  go. 
Freight  will  move  more  dependably — 


on  through  trains  and 
interline  service  as  well. 
With  no  increase  in  distri- 
bution cost  to  you. 

What's  more,  shippers 
will  deal  with  one  railroad 
all  the  way.  Communicate 
with  one  voice  at  the  other 
end  of  the  phone.  And  feel 
secure  that  shipments  are 
looked  after  by  an  experienced  handler 
who  has  been  around  the  track. 

That's  thoroughbred  service  from  the 
thoroughbred  corporation.  It's  a  sure 
winner  for  shippers. 

You  can  put  your  money  on  it. 
We  have  86  sales  offices  around  the 
country.  For  more  information  call 
your  local  Norfolk  Southern 
sales  office. 


The 

Thoroughbred 

©1982,  Norfolk  Southern  Corporation,  P.O.  Box  3609,  Norfolk,  Virginia  23514-3609. 
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Forbes 


Instead  of  importing  more  goods,  Japan  is  going  to  export  more 
capital.  That's  the  road  Britain  took  generations  ago,  and  it  has 
the  Japanese  frightened  half  to  death. 


It's  mighty  cold 
out  there 


By  Norman  Gall 

Oranges  and  beef  are  only  a 
sideshow.  While  the  U.S.  be- 
rates the  Japanese  for  not 
buying  more  goods  from  us,  a  new 
front  is  opening  on  the  world's  capital 
markets.  Japan  is  the  leading  importer 
of  U.S.  farm  products,  and  the  U.S.  is  a 
big  importer  of  beef  and  oranges.  So, 
as  Forbes  pointed  out  in  the  cover 
story  last  issue  (Jan.  3  V,  there  is  no 
way  the  Japanese  will  or  can  take 
huge  imports  of  agricultural  or  indus- 
trial products  from  abroad.  Still,  Japan 
must  integrate  itself  more  fully  into 
the  world  trading  system.  It  can  no 
longer  act  like  a  modern-day  mercan- 
tilist state,  piling  up  favorable  bal- 
ances with  the  rest  of  the  world,  re- 
gardless of  the  effect  on  other  econo- 
mies. What's  the  solution? 

The  solution,  as  the  Japanese  are 
increasingly  aware — as  are  sophisti- 
cated foreign  observers — is  massive 
export  of  capital  from  Japan  to  the  rest 
of  the  world.  What  the  Japanese  gain 
from  a  favorable  balance  of  trade  they 
will  have  to  offset  with  a  huge  out- 
flow of  capital.  It's  already  happening. 
Over  the  past  two  years  annual  out- 
flows of  long-term  capital  from  Japan 
have  increased  from  just  under  S 1 1 
billion  to  $28  billion. 

To  put  it  simply,  the  Japanese  con- 
tinue to  export  goods  but  increasingly 
are  taking  stocks,  bonds  and  direct 
investments  in  exchange. 
This  means  more  job-creating,  di- 


rect Japanese  investment  in  other 
countries  and  more  open  access  for 
outsiders  to  Japan's  savings  hoard. 

All  this  carries  a  severe  price  for 
Japan.  It  will  diminish  its  ability  to 
cheaply  finance  huge  government 
deficits  and  will  raise  capital  cost  to 
Japanese  companies  at  home. 

The  flow  of  capital  out  of  Japan  is 
reaching  flood  proportions.  For  exam- 
ple, Japan's  $2.9  trillion  life  insurance 
industry,  second  in  size  only  to  the 
U.S.',  has  been  pushing  an  intensive 
program  of  asset  diversification  and 
capital  exports.  "Life  insurance  com- 
panies, which  had  long  put  most  of 
their  money  into  [domestic]  industri- 
al loans  and  stocks,  are  now  changing 
their  investment  behavior  dramati- 
cally," explains  Yuichi  Sakai,  chief 
economist  at  Meiji  Life,  one  of  the  Big 
Four  insurance  companies.  Since 
1970  the  share  of  Japanese  industry  in 
the  investment  portfolios  of  Japan's 
22  insurance  companies  has  declined 
sharply.  Meanwhile,  their  invest- 
ments in  foreign  securities  grew  from 
just  $89  million  in  1976  to  $6.4  bil- 
lion by  1981.  Roughly  half  this  capital 
flowed  into  the  U.S.  The  rest  has  been 
forming  part  of  the  big  move  of  Japa- 
nese capital  into  Australian-dollar  se- 
curities, an  estimated  $2  billion 
worth  in  1982.  The  appeal  is  obvious: 
14%  to  17.5%  interest  yields,  against 
6%  to  7.5%  in  Japan — plus  windfall 
profits  accruing  from  recent  appreci- 
tion  of  the  Australian  dollar. 

While  realizing  this  outflow  of  cap- 


ital is  inevitable,  the  Japanese  are  am- 
bivalent about  it  to  the  point  of  confu- 
sion. Last  year's  boom  in  Australian 
securities  on  Tokyo's  market  fol- 
lowed the  March  1982  ban  by  the  fi- 
nance ministry  on  sale  of  zero-coupon 
bonds  in  Japan.  Blue  chip  U.S.  compa- 
nies— IBM;  General  Motors;  Sears, 
Roebuck;  and  others — had  whisked 
away  huge  sums  there  within  a  few 
months,  before  Japanese  bureaucrats 
realized  what  was  happening. 

"The  zeros  weren't  designed  for  the 
Japanese  market,  but  were  ideally 
suited  for  its  needs,"  says  George 
Hutchinson  of  Salomon  Brothers'  To- 
kyo office,  which  worked  with  Japan's 
leading  brokerage  house,  Nomura  Se- 
curities, in  marketing  the  zeros.  "Jap- 
anese security  houses  wanted  a  prod- 
uct for  people  hungry  for  opportuni- 
ties after  being  freed  from  decades  of 
heavy  regulation.  Japanese  investors 
were  frightened  by  press  reports  that 
the  finance  ministry  would  start  tax- 
ing interest  on  small  savings  accounts 
that  people  had  been  holding  under 
false  names.  A  Japanese  investor 
could  pay  down  $25  and  get  $100  back 
in  ten  years,  all  tax-free  and  legal  as 
capital  gains."  Brokerage  houses  got 
big  commissions  and  individual  in- 
vestors got  windfall  profits  of  60%  in 
yen  by  selling  their  zeros  after  six 
months,  as  the  yen  depreciated 
against  the  dollar. 

This  excitement  comes  from  the 
relatively  sudden  freeing  of  the  tight- 
ly regulated  Japanese  financial  system 
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during  the  1970s.  Japan's  had  been 
more  like  the  systems  of  Brazil  and 
Argentina  than  those  of  advanced  in- 
dustrial countries.  The  private  bank- 
ing system  as  a  whole  was  heavily  in 
debt  to  the  Bank  of  Japan,  which  thus 
could  intervene  in  virtually  every  ma- 
jor credit  decision  of  the  banks.  This 
"overloan"  system  had  been  operat- 
ing ever  since  commercial  banks  were 
founded  in  Japan,  during  the  Meiji 
Restoration,  a  century  ago.  In  turn, 
the  commercial  banks  re-lent  their 
precious,  low-cost  central  bank  credit 
to  favored  companies  whose  "over- 
borrowing"  forced  them  to  clear  every 
major  decision  with  their  bankers. 
This  cozy  system  worked  like  a  clock, 
so  long  as  it  remained  closed.  Interest 
rates  remained  low  and  bank  failures 
were  avoided,  thanks  to  close  finance 
ministry  supervision  and  central  bank 
guarantees  of  liquidity.  Foreign  ex- 
change was  carefully  rationed.  Japa- 
nese exporters  rode  a  comfortable  ex- 
change rate  (360  yen  per  dollar),  de- 
signed by  the  U.S.  occupation  to  help 
a  starving,  heavily  bombed  nation  ex- 
port to  feed  itself.  It  became  a  power- 


bureaucrat  explained.  He  implies  that 
the  capital  outflow  would  have  hap- 
pened even  without  higher  interest 
rates  abroad. 

Foreign  bankers  say  the  price  of 
money  in  Japan  is  out  of  line  with 
interest  rates  elsewhere.  That's  why 
so  much  money  is  leaving  Japan  for 
higher  returns  abroad.  "They  freed  ex- 
change controls  but  didn't  free  inter- 
est rates,"  explains  Richard  Huber, 
who  headed  Citibank's  Tokyo  oper- 
ations for  five  years  before  taking  over 
its  Asia-Pacific  banking  group  in  New 
York  last  year.  "Not  only  do  large 
amounts  leave  Japan,  but  big  Japanese 
exporters  like  Nissan,  Bridgestone 
and  Sony  leave  export  revenues 
abroad  to  earn  15%  dollar  interest  in- 
stead of  5%  yen  interest." 

Apart  from  these  price  differentials, 
the  Japanese  financial  system  is  strug- 
gling with  broad  institutional  prob- 
lems. In  the  past,  it  was  run  autocrati- 
cally from  the  gray,  five-story  finance 
ministry  building  in  the  Kasumiga- 
seki  district  of  downtown  Tokyo. 
Staffed  by  Japan's  most  brilliant  uni- 
versity graduates,  the  mandarins  at 


Explains  one  bureaucrat:  "The  days 
of  a  safe,  closed  banking  system  are 
ending.  The  Japanese  have  been  will- 
ing to  pay  a  high  premium  for  securi- 
ty. That  has  meant  a  loss  of  innova- 
tion and  efficiency.  In  the  U.S.  bank 
failures  are  accepted.  In  Japan  they  are 
viewed  as  a  social  crime  and  a  politi- 
cal outrage.  That's  why  the  opening  of 
our  system,  with  its  greater  uncer- 
tainty, is  so  dangerous  for  us." 

Japan's  financial  system  is  bursting 
at  the  seams,  and  the  mandarins  can 
do  nothing  but  sit  on  the  seams  for  a 
little  while.  Often,  their  guidance  nei- 
ther has  authority  in  law,  nor  is  even 
spelled  out  in  writing.  Japanese  bank- 
ers and  brokers  cower  at  the  bureau- 
crat's word  nevertheless.  The  trouble 
is  that  the  outside  world  knows  no 
such  custom. 

Sitting  in  his  new  New  York  office, 
the  representative  of  one  Japanese  in- 
surance firm  tells  how  his  country's 
big  insurance  companies  bought  their 
first  office  buildings  in  the  U.S.  and 
now  are  all  looking  for  a  second.  "We 
were  investing  20%  of  our  new  assets 
overseas  until  last  May.  The  finance 


Commodore  Perry  's  "black  ships"  arrive  in  Japan 

One  hundred  and  thirty  years  later  the  "opening"  to  the  West  continues — with  pain  and  uncertainty. 


ful  trading  weapon  as  Japanese  indus- 
try modernized.  It  was  a  cozy  arrange- 
ment, but  it  insulated  the  Japanese 
financial  system  from  outside  shocks. 
Says  Yoshio  Suzuki,  the  Bank  of  Ja- 
pan's chief  economist,  "After  Nixon 
decoupled  the  dollar  from  gold  and 
the  Arabs  quadrupled  the  price  of  oil, 
Japan  began  to  be  treated  as  one  of  the 
big  boys." 

As  one  of  the  big  boys,  Japan  found 
that  its  financial  system  couldn't 
open  to  the  world  without  a  lot  of 
pain  and  uncertainty.  Pain  or  not,  it  is 
happening.  "Japanese  institutional  in- 
vestors are  diversifying  their  assets,  as 
a  matter  of  policy,  independent  of  in- 
terest-rate considerations,"  a  leading 


the  finance  ministry  have  been  all- 
powerful.  You  wouldn't  know  it  from 
the  peeling  paint  and  the  girlie  calen- 
dars, or  the  decrepit  desks  piled  high 
with  a  mountainous  backlog  of  paper- 
work, but  appearances  are  often  mis- 
leading. The  ministry  embraces  the 
functions  of  the  U.S.  Treasury,  the 
Budget  Bureau,  the  Securities  &  Ex- 
change Commission,  the  Federal  Re- 
serve and  state  and  national  bank 
supervisors.  It  has  become  an  open 
question  whether  such  a  small  bu- 
reaucracy, talented  and  dedicated  as  it 
is,  can  hope  to  monitor  and  guide  the 
world's  second-largest  financial  sys- 
tem now  that  it  is  fast  opening  to  the 
outside  world. 


ministry  then  told  insurance  firms  to 
cut  it  down  to  5%  to  restrain  the 
weakening  of  the  yen  by  too  much 
capital  moving  out  of  Japan,"  he  says. 
"The  yen  strengthened  and  the  con- 
trols were  lifted  in  December." 

The  same  guidance  is  given  to  Japa- 
nese commercial  banks  at  meetings 
every  six  months  that  set  an  overall 
quota  for  foreign  lending.  Banks  auto- 
matically divide  the  quota  among 
themselves  according  to  past  lending 
shares.  After  the  1978-79  boom  in 
Eurodollar  loans,  the  finance  ministry 
limited  overseas  bank  lending  to  20% 
of  capital  per  country.  What  did  the 
banks  do?  They  lent  short  term  be- 
cause that  didn't  require  government 
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approval.  That's  how  Japanese  banks 
poured  nearly  S5  billion  in  short-term 
money  into  Mexico  in  1981-82  before 
Mexico's  collapse. 

Reining  m  Japanese  investors  will 
get  harder  and  harder  as  they  get 
smarter  at  finding  their  way  in  a 


world  of  sharply  fluctuating  exchange 
rates  and  interest-rate  differentials. 

It's  mighty  windy  out  there,  baby, 
but  Japan  can  no  longer  have  it  both 
ways:  exploiting  the  open  economies 
and  financial  systems  of  other  coun- 
tries while  maintaining  a  closed  fi- 


nancial system  in  its  own.  Japan  is 
well  on  its  way  to  becoming  one  of 
the  world's  great  creditor  nations,  fol- 
lowing the  earlier  footsteps  of  Britain 
and  then  the  U.S.  In  the  process,  this 
will  reduce  Japanese  industry's  cap- 
tive supply  of  cheap  capital.  ■ 


How  Congress  turned  the  ugly  duckling  of 
the  Bell  operating  companies  into  a  swan. 


Pac  Tel's 
Christmas 
present 


capital  investments.  The  consumer- 
ists,  naturally,  wanted  them  passed 
back  in  the  form  of  rate  cuts.  The 
public  utility  commission  sided  with 
the  consumensts.  So,  Pac  Tel  and  its 
fellow  utilities  refused  to  use  acceler- 
ated depreciation  altogether.  Then, 
there  would  be  no  savings  to  pass  on. 

But  it  didn  t  end  there.  Years  of 
squabbling  followed.  Only  when  it  ap- 
peared that  the  utilities  would  be  able 
to  take  the  accelerated  depreciation 
and  keep  the  savings  in  reserves  did 
they  begin  to  use  the  device. 

Then,  the  Supreme  Court  of  Cali- 
fornia prodded  the  state's  public  util- 
ity commission  in  1977  into  requiring 
the  companies  to  return  some  of  the 
money  they  had  saved  with  these  fed- 
eral tax  deductions  in  the  form  of  rate 


By  Richard  Greene 


Only  a  few  weeks  ago  Pacific 
Telephone  looked  to  some  like 
the  weakest  sister  in  the  Bell 
System.  With  long-term  debt  of  S6.3 
billion  on  shareholder  equity  of  S4.7 
billion,  it  was  far  too  highly  leveraged 
for  its  own  good  (Forbes,  Aug.  2, 1982). 
"Everyone  was  saying  that  after  the 
divestiture  of  AT&T's  operating  com- 
panies, Pac  Tel  would  be  the  stock 
they'd  get  rid  of,"  says  Gerald  Mor- 
gan, a  well-respected  utility  analyst 
for  Prudential-Bache. 

But  that  was  yesterday.  On  Dec.  23 
Congress  erased  SI. 5  billion  in  back 
taxes  (including  interest  charges1 
from  Pac  Tel's  balance  sheet  in  a  lit- 
tle-noticed rider  to  the  nickel-a-gallon 
gas  tax  bill.  GTE's  California  sub- 
sidiary and  Southern  California 
Gas  also  escaped  tax  bills  totaling  a 
combined  SI  billion. 

Today,  although  Pac  Tel's  bond 
rating  is  low  relative  to  the  other 
AT&T  operatmg  companies,  it  is 
the  only  one  not  on  Standard  & 
Poor's  bond  credit  watch  list  as  a 
potential  downgrade. 

Why  was  Congress  so  generous7 
The  story  begins  in  1954,  when 
California  utilities  began  wrestling 
with  local  consumer  activist 
groups.  At  issue  were  the  tax  sav- 
ings the  utilities  would  get  by  us- 
ing accelerated  depreciation.  The 
utilities  argued  that  these  tax  sav- 
ings were  intended  to  be  used  for 


cuts.  That  amounted  to  about  S321 
million  for  Pac  Tel. 

But  the  IRS  pulled  a  Catch  22.  Ac- 
cording to  the  Tax  Reform  Act  of 
1969,  accelerated  depreciation  tax 
savings  can  not  be  distributed  to  cus- 
tomers or  shareholders  in  any  form. 
Since  that  distribution  had  already 
been  mandated  by  the  state  of  Califor- 
nia, the  IRS  ruled  the  use  of  acceler- 
ated depreciation  would  be  disal- 
lowed retroactively  for  Pac  Tel  and 
the  other  two  utilities. 

So  was  born,  in  1980,  the  S2.2  bil- 
lion tax  bill  for  the  three  companies. 
Since  the  interest  charges  were  passed 
through  the  companies'  income  state- 
ments each  year,  this  hurt  earnings.  In 
1981  alone,  Pac  Tel  was  forced  to 
show  a  charge  to  earnings  of  S82.3 
million  just  for  interest  on  its  tax  bill. 

One  year  earlier,  the  Economic  Re- 
covery Act  of  1980  had  put  an  end  to 
any  flow-through  of  benefits  from  ac- 
celerated depreciation  by  utilities. 
While  that  prevented  another  Pac  Tel 
fiasco,  it  didn't  help  Pac  Tel  because 
the  IRS  had  already  ruled  that  the 
company  had  broken  the  law. 

The  U.S.  Supreme  Court  refused  to 
hear  the  case  on  two  occasions.  So, 
the  companies  turned  to  Congress. 
Their  lobbying  seemed  to  have  paid 
off  back  in  1980.  A  bill  made  it 
through  the  House  of  Representatives 
but  died  in  the  Senate  in  an  end-of- 
session  crunch.  Not  until  this  year  did 
a  bill  specifically  exempting  the  three 
companies  from  most  of  the  taxes 
make  it  through  both  houses,  on  the 
tails  of  the  controversial  gas  tax. 

Pac  Tel  will  still  be  forced  to 
cough  up  about  S321  million  in 
penalties  for  the  time  it  was  actual- 
ly flowing  the  tax  benefits  through 
in  rate  reductions.  But  that's  pea- 
nuts compared  to  the  S2.8  billion 
the  company  figures  it  would  have 
had  to  pay  had  there  been  litiga- 
tion, which  would  probably  have 
dragged  out  until  1987.  Pac  Tel 
still  has  other  problems,  of  course, 
like  California's  restrictive  rate- 
setting  policies,  but  the  erasure  of 
the  immense  tax  liability  is  a  mon- 
key off  its  back. 

In  the  words  of  Arthur  C.  Latno 
Jr.,  executive  vice  president  of  Pac 
Tel,  "Thank  God.  That's  all  I  can 
say.  ■ 
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The  salary  of  the  New  York  Yankees'  once- 
%nd-future  manager  has  jumped  733% 
tince  he  began  managing  14  years  ago.  Is 
be  worth  it?  You  could  look  it  up. 


Investing  in 
Billyball 


By  Paul  B.  Brown 


F|lashback:  It's  the  fall  of  1968 
and  the  Minnesota  Twins — 
their  79-83  record  earning  them  a 
eventh-place  finish  that  year — are 
vatching  Detroit  play  St.  Louis  in  the 
World  Series.  The  phone  rings  in  the 
:lubhouse,  and  Twins  President  Cal- 
vin Griffith  summons  minor  league 
nanager  Billy  Martin. 

Martin,  then  40  and  managing  the 
rwins  Triple  A  farm  club,  knows  he's 
ibout  to  be  offered  his  first  major- 
eague  manager's  contract.  With  an 
lonor  like  that,  it  would  be  vulgar  to 
alk  about  money.  Martin  is  ready  to 
ake  whatever  Griffith  offers. 

"How  did  you  do?"  a  Twins'  execu- 
ive  asks  afterwards. 

"He  offered  me  $35,000,"  Martin 
eplies.  "I  would  have  taken 
130,000." 
Those  were  the  good  old  days. 
Flash  forward  15  years  to  Yankee 
itadium  in  the  Bronx.  George  Stein- 
>renner  3rd,  principal  owner  of  the 
•>Jew  York  Yankees,  is  about  to  make 
he  announcement  that  one  tabloid 


sums  up  as:  "  'Liz  and  Dick'  together 
again."  Steinbrenner,  to  the  surprise 
of  few,  names  Alfred  Manuel  Martin 
manager  of  the  New  York  Yankees. 
Assuming  he  lasts  until  opening  day, 
it  will  be  Martin's  seventh  job  in  the 
past  14  years  and  the  third  time  he  has 
managed  the  Yankees. 

How  did  he  do  this  time?  A  lot 
better  than  the  first  time. 

"All  I  will  say  is  that  it  is  lots  of 
money  for  lots  of  years,"  said  Martin 
at  the  press  conference.  Forbes  fig- 
ures that  Martin  signed  a  five-year 
contract.  The  first  three  years  are 
worth  about  $250,000  each,  despite 
press  reports  that  put  the  figure  much 
higher.  The  Yankees  won't  have  to 
ante  up  the  full  amount.  The  Oakland 
Athletics,  paying  off  Martin's  former 
contract,  will  put  up  a  little  more 
than  $100,000  of  that  each  year.  The 
last  two  years  are  tied  into  a  longer- 
term  service  contract.  The  total  pact 
is  worth  about  $  1 .25  million,  with  the 
Yankees  paying  about  $900,000  of  it. 

Based  on  Martin's  past  perfor- 
mance, the  Yankees  will  get  a  good 
return  on  their  $900,000.  As  Casey 


Stengel  would  say:  "You  could  look  it 
up."  In  each  full  year  after  Martin  has 
taken  over  as  manager,  the  record 
shows,  attendance  and  revenue  have 
climbed  (see  chart). 

Purists  will  object  that  such  raw 
numbers  are  inconclusive.  Atten- 
dance had  to  climb  in  Texas  in  1974, 
they  will  argue,  because  the  Rangers 
had  the  American  League's  Most 
Valuable  Player  in  Jeff  Burroughs,  the 
Comeback  Player  of  the  Year  in  Fer- 
guson Jenkins  and  Rookie  of  the  Year 
Mike  Hargrove. 

Such  arguments  should  be  dis- 
missed. A  good  way  to  determine 
Martin's  worth  is  to  look  at  his  results 
in  Minnesota  and  Oakland.  In  1969 
the  Twins  won  97  games  and  lost  65, 
finished  first  in  their  division  and 
drew  206,000  more  fans  than  they  did 
the  year  before  (when  they  won  79, 
lost  83).  The  only  difference  between 
the  two  years  was  Martin.  So,  the 
Twins'  $5,000  investment  in  Mar- 
tin— the  difference  between  what  he 
and  previous  manager  Cal  Ermer  were 
paid — generated  a  $613,000  gain. 

Martin  did  it  again  in  Oakland  in 
1980.  "Billy  took  what  in  essence  was 
the  same  club  we  had  in  1979  and 
turned  it  around,"  says  Oakland  di- 
rector of  press  relations  Mickey  Mora- 
bito.  The  seventh-place  (54-108)  Ath- 
letics, under  manager  Jim  Marshall 
and  owner  Charlie  Finley,  turned  into 
an  83-79  team  that  finished  second. 
Attendance,  just  306,000  in  1979,  in- 
creased to  842,000.  True,  Martin  add- 
ed to  Oakland's  overhead  in  1980.  He 
earned  about  $175,000— $135,000 
more  than  Marshall.  But  that  invest- 
ment returned  about  $2.5  million 
more  in  revenue. 

The  Yankees  are  not  unaware  of 
Martin's  appeal.  Said  one  official 
close  to  the  deal,  "We  should  have  all 
the  money — Billy's  managerial  and 
service  contract — made  up  in  advance 
ticket  sales  by  April."  ■ 


The  return  on  Billyball 

No  one  can  say  for  sure  that  cause  and 
effect  are  at  work,  but  the  unarguable 
fact  is:  Every  time  Billy  Martin  takes 
over  a  big-league  ball  club,  its  revenues 
rise.  Will  that  hold  true  during  his  new 
five-year  contract?  No  one  knows.  Mar- 
tin has  never  lasted  that  long. 

:  % 

^^^^ 


Club 

Season  before  Martin 

Martin's  first  full  year 

Difference 

Ticket  sales 
(millions) 

Place 
finished 

Ticket  sales 
(millions) 

Place 
finished 

in  dollars 

Minnesota 

1.14  (1968) 

7 

1.35(1969) 

1 

$618,000 

Detroit 

1.50  (1970) 

4 

1.59  (1971) 

2 

226,000a 

Texas 

0.69  (1973) 

6 

1.19  (1974) 

2 

l,777,000b 

Yankees 

1.29  (1975) 

3 

2.01  (1976) 

1 

3,258,000c 

Oakland 

0.31  (1979) 

7 

0.84  11980) 

2 

2,680,000 

j"Does  not  include  an  average  5  cents  per  ticket  increase  in  1971 
Martin  managed  Texas  for  23  games  in  1973 

cMartin  managed  Yankees  for  56  games  in  1975;  does  not  include  a  50  cents  per- 
ticket  increase  in  1976 
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How  much  pro  football  can  television 
viewers  watch,  or  stand?  ABC  has  come  up 
with  a  big,  and  risk-free,  package  that 
should  produce  the  answer. 

"How  bad 
can  you  hurt?" 


By  Allan  Dodds  Frank 

James  Gould,  president  of  the 
Washington  Federals  in  the  new 
U.S.  Football  League,  makes  the 
point  unblushingly:  "Let's  face  it, 
we're  in  the  software  business,"  he 
says,  "not  the  football  business." 

That  is  one  way  of  acknowledging 
the  real  inspiration  for  the  new  profes- 
sional football  league  that  kicks  off  an 
18-week  regular  season  on  Mar.  6.  The 
USFL  exists  more  because  of  televi- 
sion's appetite  for  programming  than 
because  of  any  unfulfilled  hunger  for 
more  football  or  even  because  of  risk- 
be-damned  daring  of  the  businessmen- 
owners  of  the  USFL's  12  teams. 

Before  the  opening  kickoff,  Ameri- 
can Broadcasting  Co.  has  given  the 
league  $9  million  for  1983  rights  to 
broadcast  one  game  a  week  on  Sunday 
afternoons  from  March  till  late  July, 
with  playoffs   and  championships. 


ABC  already  has  commitments  for 
some  $25  million  from  beer,  auto- 
mobile and  other  advertisers,  who 
don't  mind  at  all  that  ABC  is  selling 
the  new  pigskin  show  on  a  lower  rat- 
ings basis  than  the  boxing  and  assorted 
sports  events  it  would  be  televising  in 
a  slack  sports  season.  As  Jerry  Solo- 
mon, vice  president  of  D'Arcy- 
McManus  &  Masius,  who  is  placing  S4 
million  in  ads  for  Anheuser-Busch, 
sees  it:  "There's  not  much  of  a  gamble. 
If  the  ratings  fall  a  point  or  two,  how 
bad  can  you  hurt?  The  upside  potential 
is  worth  whatever  gamble  there  is." 

All  told,  ABC,  cable's  Entertain- 
ment Sports  Programming  Network 
(ESPN)  and  a  Canadian  TV  network 
assembled  by  Carling-O'Keefe  brew- 
eries have  signed  $33  million  in 
broadcast  contracts  for  the  league's 
first  two  seasons.  ABC  also  has  op- 
tions to  pay  $14  million  for  1985  and 
$18  million  for  1986,  which  will  be 


amply  covered  by  advertisers  if  th< 
league  attracts  enough  viewers  to  sur 
vive  that  long.  The  team  owners,  b; 
contrast,  are  comparatively  penn; 
ante,  putting  up,  as  a  group,  $600,001 
in  cash  for  franchises,  several  millioi 
for  operating  expenses  and  $18  mil 
lion  in  irrevocable  letters  of  credit. 

The  aim  of  networks  and  advertiser 
is  to  find  a  sports  attraction  for  th 
spring  and  early  summer,  traditionally 
a  slump  season  for  the  armchair  ath 
lete.  The  baseball  pennant  races  don' 
heat  up  until  after  the  All-Star  break  n 
July,  and  other  sports  attract  only  frac 
tional  audiences.  In  any  case,  the  USF] 
games  solve  a  programming  problen 
for  ABC,  replacing  current  ratings  lag 
gards  in  the  network's  lineup — th 
trash  sports  Superstars  and  the  tiring 
23-year-old  Wide  World  of  Sports. 

ESPN,  whose  $20  million  198! 
losses  were  no  joke  to  parent  Gett; 
Oil  in  the  current  petroleum  slump,  i 
paying  $4  million  for  1983  rights  am 
$7  million  for  1984  in  hopes  that  foot 
ball  broadcasts  on  Saturday  and  Mon 
day  nights  will  give  it  an  edge  in  th 
battle  for  new  subscribers.  The  leagu 
is  at  least  allowing  ESPN  to  raise  it 
ad  rates,  and  might  possibly  make  i 
more  attractive  to  ABC,  which  has  ai 
option  to  pay  $98  million  for  49°/ 
ownership  of  the  cable  network  nex 
January.  The  thinking  behind  tha 
combination  is  that  ABC-ESPN  coul< 
bid  high  for  such  sports  events  as  th 
U.S.  Open,  showing  the  early  round 
on  cable  and  the  finals  over-the-aii 
The  companies  are  also  joint  owner 
of  a  pay  television  venture,  RSVP  (Re 
served  Seat  Video  Productions). 

Bill  Daniels,  the  Denver-based  ca 
ble  television  entrepreneur,  sees  bi; 
possibilities  for  USFL  games  on  pa; 
TV.  He  owns  a  pay  cable  servio 
called  Box  Seat  in  southern  Californi, 
and  owns  controlling  interest  in  th 
USFL  team  L.A.  Express.  Daniel 
dreams  of  sellouts  of  93,000  in  the  Lo 
Angeles  Coliseum  augmented  by  an 
other  1.1  million  customers  antein; 
up  $2  apiece  to  watch  the  Express  oi 
their  home  TVs.  Daniels  claims  tha 
within  three  years  another  dozen  pa] 
channels  will  spring  up,  and  all  wil 
need  football  games. 

Extravagant  visions  before  a  singli 
football  has  been  kicked  in  competi 
tion.  Will  the  play  be  any  good?  Wil 
the  audience  be  there?  Maybe.  "The; 
don't  need  a  large  rating  to  survive,' 
says  Pat  Briody,  vice  president  o 
sports  sales  for  the  ad  agency  Young  & 
Rubicam.  "They  just  have  to  be  awan 
of  filling  the  seats.  If  the  stadiums  an 
empty,  television  exposure  is  a  hin 
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drance.  When  the  USFL  was  first  con- 
ceived, they  talked  about  local  inter- 
est and  keeping  the  seats  reasonably 
priced.  I  hope  they  don't  get  swelled 
heads  from  selling  cable  and  ABC." 

So  far,  the  USFL  owners  seem  to  be 
heeding  the  message.  Denver  Gold 
owner  Ron  Blanding,  a  real  estate  and 
racketball  entrepreneur,  hired  Red 
Miller,  the  gruff  and  popular  ex-coach 
who  took  the  Denver  Broncos  to  the 
1978  Superbowl.  Miller,  fired  in  early 
1981  by  new  Broncos  owner  Edgar  F. 
Kaiser  Jr.,  gives  Denver  Gold  fans  a 
chance  to  tweak  Kaiser's  nose  weekly. 
In  Washington,  D.C.,  where  there's  a 
ten-year  waiting  list  for  Redskins  sea- 
son tickets,  sales  for  the  Washington 
Federals  took  off  because  people  don't 
want  to  be  shut  out  twice.  Even  with 
the  cheap  seats  going  for  $  10 — same  as 
the  Redskins'  prices — Federals  Chair- 
man Berl  Bernhardt  expects  to  sell 
more  than  20,000  season  tickets  and 
more  than  40,000  tickets  for  the  opener 


Mar.  6  against  the  Chicago  Blitz, 
coached  and  partly  owned  by  old  Red- 
skins favorite  George  Allen. 

As  to  player  quality,  USFL  owners 
appear  to  be  correct  in  their  assess- 
ment that  12  teams  can  be  fielded 
with  players  who  are  available  after 
the  NFL  picks  600  for  a  season's  work. 
The  owners  go  into  the  business  with 
an  informal  agreement  that  none  of 
them  will  spend  more  than  $2  million 
on  player  salaries  in  the  first  year  or 
two.  Where  the  NFL's  Green  Bay 
Packers  spent  an  estimated  $8  million 
on  player  salaries  in  1981,  the  USFL 
owners  expect  to  spend  about  $6  mil- 
lion on  all  expenses  per  team  while 
taking  in  $3  million,  based  on  average 
attendance  of  20,000. 

To  buy  in,  each  group  of  owners 
paid  a  $50,000  franchise  fee,  produced 
an  irrevocable  $1.5  million  letter  of 
credit  and  agreed  to  be  able  to  with- 
stand losses  of  up  to  $6  million  apiece 
in  the  first  two  years.  A  failing  fran- 


chise is  supposed  to  be  bailed  out  by 
the  league,  and  if  a  star  like  Herschel 
Walker  of  Georgia  comes  to  work — 
for  $5  million  or  more — they  will  pool 
resources  to  pay  for  him.  Corner-cut- 
ting otherwise  is  to  be  the  order  of  the 
day,  except  for  promotional  budgets 
of  $250,000  to  $1  million. 

The  owners  get  dollar-for-dollar  tax 
deductions  on  losses  (against  profits 
from  other  businesses),  50%  depreci- 
ation of  players  after  the  first  year 
roster  is  filled  and  the  promise  of  cap- 
ital gains  if  the  league  succeeds.  Each 
franchise  also  will  get  a  share  of  the 
$6  million  apiece  that  will  be  assessed 
four  expansion  teams — to  be  selected 
from  bidders  in  Atlanta,  Dallas,  Hous- 
ton, Pittsburgh,  San  Diego  and  Seat- 
tle. The  hard  cash,  nonrecoverable  in- 
vestment is  considerably  less  than  $1 
million  per  franchise. 

The  only  question  remaining:  How 
much  football  will  a  grateful  nation 
want — or  watch?  ■ 


When  MGMIUA  went  public  with  its  Home 
Entertainment  Group,  somebody  got  a 
gold  mine.  Who?  Hint:  It  wasnt  the  public. 


The  old 
razzle-dazzle 


By  Subrata  N.  Chakravarty 

I'n  the  past,  Kirk  Kerkorian's 
MGM/UA  and  its  predecessors 
i  sensed  what  moviegoers  liked  and 
served  it  up  in  box-office  hit  after  hit. 
There  have  been  few  hits  lately.  But 
one  of  MGM/UA's  biggest  successes 
will  never  appear  on  film. 

That's  because  it  is  a  stock  offering. 
To  cash  in  on  the  craving  of  investors 
for  a  share  in  what  may  become  an 
enormous  market  for  pay  television 
andhome  videomovies,  MGM/UAhas 
sold  15%  of  its  MGM/UA  Home  Enter- 
tainment Group  (HEG)  to  the  public. 
HEG  has  a  license  to  exploit 
MGM/UA's  film  library,  which  is  the 
world's  largest,  for  sales  to  the  pay  tele- 
vision, home  video,  sound  track  and 
other  non-theatrical  movie  markets 


and  spinoff-product  merchandising. 

On  Wall  Street,  at  least,  that's  enter- 
tainment. MGM/UA  has  sold  to  the 
public  4.5  million  shares  of  HEG  at 
$12  a  share.  After  underwriting  and 
other  costs,  that  raised  about  $50  mil- 
lion for  HEG.  The  money  has  gone 
right  back  to  MGM/UA  to  satisfy,  in 
large  part,  an  advance  royalty  pay- 
ment of  $60  million  that  HEG  owed 
to  MGM/UA  for  its  license.  That's  so 
clear  that  even  securities  analysts  can 
understand  it. 

It's  considerably  less  clear  that 
what  HEG's  public  shareholders  are 
getting  runs  anywhere  near  the  $54 
million  they  paid  for  it. 

For  those  inclined  to  rose-tinted 
glasses,  the  prospectus  for  HEG's  Dec. 
22  stock  offering  seems  to  promise  a 
bag  of  goodies.  MGM/UA  executives 


manage  a  library  of  4,000  feature 
films,  1,300  short  subjects  and  1,100 
cartoons.  Until  now,  MGM/UA  has 
produced  more  movies  than  anyone 
else.  It  distributed  24  in  fiscal  1982 
and  plans  19  for  fiscal  1983.  HEG,  the 
company  the  public  has  partly 
bought,  can  exploit  all  that  past  and 
present  output  without  the  financial 
risk  of  making  a  single  film. 

But  there's  no  free  lunch,  and  Kirk 
Kerkorian  isn't  Santa  Claus,  either. 
The  goodies  bear  examining.  Granted, 
HEG  and  its  public  shareholders  can 
make  money.  How  much?  That  gets 
murky.  First,  prior  licensing  rights, 
amounting  to  mortgages,  encumber 
that  vast  film  library.  HEG's  prospec- 
tus doesn't  disclose  just  which  films 
have  already  been  licensed  out  to  oth- 
ers, or  even  how  many  films.  HEG 
Chairman  Seymour  (Cy)  Leslie  re- 
fuses to  elaborate.  Pay-TV  has  already 
licensed  many  hits.  Others,  including 
Gone  With  the  Wind,  cannot  be  licensed 
until  1988,  at  the  earliest,  because  of 
prior  deals.  "It's  clear  that  the  library 
has  been  cherry-picked  and  is  really 
depleted,"  says  a  movie  executive. 

In  home  video,  United  Artists  has 
already  licensed  a  great  many  films  to 
third  parties  for  years  to  come.  HEG, 
moreover,  won't  just  collect  future 
royalties  from  all  those  deals.  It's  not 
that  simple.  MGM/UA's  accounting 
has  recognized  the  advances  from  all 
that  licensing,  including  pay-TV  li- 
censing, when  the  contracts  were 
signed  and  the  films  made  available  to 
licensees,  even  though  the  actual  rev- 
enues might  not  come  in  until  later. 
HEG  meanwhile  is  obliged  to  service 
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the  contracts  and  pass  on  the  rev- 
enues to  MGM/UA  without  compen- 
sation. This  makes  for  a  double 
whammy.  HEG  must  bear  the  cost  of 
servicing  the  contracts.  But  HEG  it- 
self will  collect  no  revenues  until  the 
revenues  exceed  certain  guaranteed 
minimums.  It  doesn't  happen  often. 

That  isn't  to  say  HEG  won't  have 
revenues  in  the  future,  even  though 
its  past  accounting,  pro  forma  at  least, 
has  already  recognized  impressive 
gains  at  the  expense  of  the  future.  For 
starters,  HEG  in  fiscal  1983  will  get 
its  70%  share  of  gross  revenues  of  $69 
million  under  contracts  already  ex- 
ecuted, according  to  the  prospectus. 
HEG  can  deal  with  firms  other  than 
MGM/UA  for  films,  and  has  done  so. 
It  can  produce  its  own  shows.  Al- 
though much  of  the  best  of  the  United 
Artists  library  is  already  committed, 
HEG  does  at  least  have  a  claim 
on  rights  to  home  video  licens- 
ing on  all  of  MGM's  films.  But 
70  of  MGM's  best  films  have 
been  on  sale  for  over  two 
years,  and  home  viewers  rent 
more  often  than  they  buy  vid- 
eo cassettes. 

Cy  Leslie  doesn't  agree  that 
HEG's  potential  is  limited. 
The  HEG  prospectus  notes 
that  fewer  than  20%  of  U.S. 
TV  households  have  pay-TV 
and  fewer  than  6%  have  video 
players.  Those  markets  "are 
really  in  their  infancy  right 
now,"  he  says.  Allan  Raphael, 
Arnhold  and  Bleichroeder's 
specialist  in  TV,  estimates 
that  70%  of  the  home  video 
market  is  for  soft-core  pornog- 
raphy, not  for  movie  classics. 
And  people  with  video  record- 
ers don't  buy  tapes,  when  they 
can  simply  record  directly  off 
the  TV.  HEG  does  have  rights, 
largely  unencumbered,  to  future 
MGM/UA  movies.  MGM/UA's  re- 
cent efforts,  however,  have  hardly 
matched  the  successes  of  old.  The  two 
winners  of  fiscal  1982,  Rocky  III  and 
Poltergeist,  already  have  been  sold  to 
pay-TV.  HEG  may  get  part  of  the  rev- 
enue. It  will  get  only  overages  on  home 
video  sales  of  Rocky  III.  Future 
MGM/UA  movie  output  will  run  up 
against  stringent  bank  lending  restric- 
tions that  limit  the  amount  MGM/UA 
can  spend  on  film  production. 

Most  ominous,  HEG's  deal  has 
three  gaping  loopholes.  One  greatly 
dilutes  its  interest  in  future  foreign 
home  video  rights.  That's  because 
MGM/UA  and  two  other  studios 
jointly  own  Universal  International 
Pictures.  Given  MGM/UA's  need  for 
cash,  it  may  raise  it  by  taking  UIP 


public.  If  so,  the  MGM/UA  deal  with 
HEG  begins  to  really  sour  for  HEG. 
MGM/UA  can  require  HEG,  in  effect, 
to  split  its  foreign  home-video  rev- 
enues with  UIP  on  any  new  sublicens- 
ing abroad.  Because  the  rest  of  the 
world  is  hungrier  for  home  entertain- 
ment than  is  the  U.S.  market,  there 
are  almost  4  times  as  many  video- 
cassette  recorders  outside  the  U.S.  as 
inside. 

Second,  the  HEG  prospectus  explic- 
itly frees  MGM/UA  from  delivering 
all  the  rights  in  the  future  that  HEG 
shareholders  may  think  they  are  get- 
ting. For  example,  if  MGM/UA  buys 
movie  rights  to  a  bestselling  book — 
but  the  merchandising  rights  are  kept 
by  the  author — HEG  won't  have  a 
stake  in  the  marketing  of  movie-relat- 
ed clothing,  toys  and  novelties. 

Third,  MGM/UA  can  simply  trans- 


tlome  Entertainment  Group 's  Seymour  Leslie 
Should  he  be  comfortable? 


fer  HEG's  licensed  rights  to  a  third 
party,  if  such  rights  will  induce  an 
important  actor  or  hot  director  to  do  a 
movie  for  MGM/UA  or  get  someone 
to  help  finance  it.  The  decisions  are 
MGM/UA's,  which  owns  the  85%  of 
HEG  that  the  public  doesn't  and  con- 
trols HEG's  board.  "The  probability  is 
remote  that  they  (MGM/UA)  will 
[transfer  the  rights],"  Leslie  says.  But 
he  adds,  "They  may  do  it  and  reserve 
that  right." 

For  HEG  and  its  shareholders,  that 
could  prove  especially  costly.  As  film 
industry  agents  and  lawyers  get  more 
sophisticated — that  is,  as  they  learn  of 
all  the  money  at  stake  in  such  licens- 
ing arrangements — they  will  begin  to 
grab  for  it.  HEG  could  wind  up  in  the 
future  with  only  those  films  nobody 
else  wanted.  Still,  Leslie,  who  was 


also  HEG's  chairman  when  it  was  a 
division  of  MGM/UA,  says  he's  com- 
fortable with  the  deal. 

MGM/UA  has  every  right  to  be 
pleased,  too.  It  acquired  a  bundle  of 
debt  when  it  acquired  United  Artists 
in  July  1 98 1 .  To  help  pay  off  some  of  it 
and  escape  killing  interest  costs,  it 
had  to  sell  its  music  publishing  busi- 
ness. Now  MGM/UA  has  received 
more  than  $50  million  from  HEG's 
stock  offering  to  cover  advance  royal- 
ties. It  amounts  to  a  five-year  interest- 
free  loan  under  the  arrangements  by 
which  the  advance  will  be  worked  off. 
MGM/UA  gets  a  30%  royalty  on 
HEG's  gross  revenues.  MGM/UA's 
85%  equity  in  HEG  now  has  been 
valued  by  the  market  at  nearly  $400 
million.  MGM/UA  retains  all  theatri- 
cal distribution  rights  as  well  as  free 
TV  and  syndication  rights.  MGM/UA 
can  decide  when  HEG  gets  its 
own  license  rights  and  in  what 
manner  they  will  be  exercised. 
MGM/UA  can  even  borrow 
money  from  HEG.  MGM/UA 
can  consolidate  HEG's  results 
on  its  income  statement  and, 
more  important,  can  consoli- 
date on  tax  returns  as  well. 
Under  a  tax  allocation  agree- 
ment, HEG  must  pay  to 
MGM/UA  an  amount  equal  to 
income  taxes  HEG  would  have 
paid  had  it  been  unconsolidat- 
ed. In  consolidation,  however, 
HEG's  income  may  go  largely 
untaxed;  MGM/UA's  effective 
rate  for  fiscal  1982  ran  less 
than  3%. 

In  short,  MGM/UA  has  giv- 
en up  a  little  to  get  a  lot.  The 
public  has  given  up  a  lot  to  get  a 
little.  It's  all  there  in  the  pro- 
spectus. MGM/UA,  Raphael 
says,  "should  be  taking  bows." 
A  film  industry  executive 
makes  the  point  another  way.  "I 
didn't  buy  the  stock,  and  I  doubt  that 
anyone    knowledgeable    about  the 
business  would,"  he  says. 

HEG  probably  will  grow  and  profit, 
but  not  nearly  at  the  rate  its  pro  forma 
figures  might  suggest. 

Since  HEG  went  public,  its  share 
price  has  risen  from  $12  to  $15.50, 
indicating  a  market  value  of  nearly 
$460  million  for  the  company.  That's 
more  than  8  times  HEG's  $55  million 
book  value.  Considering  that,  and 
MGM/UA's  unassailable  control  of 
HEG's  future,  Raphael  thinks  inves- 
tors should  be  getting  a  risk  premium, 
not  paying  one.  The  stock,  he  be- 
lieves, is  worth  perhaps  $5  a  share. 
"It's  the  most  vulnerable  stock  in  a 
very  long  time,"  he  says  flatly.  Bar- 
num  would  have  loved  it  all.  ■ 
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TOP  OF  THE  LINE 

 COMPUTERS  FOR— ~ 

BOTTOM  LINE  RESULTS. 

We  have  more  ways  than  one  you  can  make  the  bottom  line  look  good. 

We  have  thousands  of  proven  business  application  programs  developed  specifically  for 
Basic  Four®computers.  So,  you  get  more  than  computers,  you  get  solutions. 

We  have  one  of  the  top  microcomputer  systems  on  the  market  — for  under  $5000.  On  up 
to  a  system  that  can  handle  as  many  as  64  terminals,  printers  and  other  peripherals.  So,  you 
can  get  the  right  computer  at  the  right  price. 

Best  of  all,  we  help  you  protect  your  investment.  Because,  as  you  expand,  you  can  add 
to  any  Basic  Four  system  by  simply  building  onto  your  existing  hardware  and  software. 

Which  is  why,  for  over  a  decade,  companies  using  Basic  Four  computers  all  over  the 
world  have  agreed:  Any  computer  system  that  can  do  this  much  for  the  bottom  line,  is  at 
the  top  of  theirs.  MAI/Basic  Four  Dept.  370,  14101  Myford  Road,  Tustin,  CA  92680. 


The  Mercedes-Benz  240 D  Sedan: 
the  most  pedigreed 
four-cylinder  automobile  in  the  world. 


This  $24,000*  sedan  uniquely  blends  hard-nosed  diesel  efficiency  and  masterful 
ver-the-road  performance  with  quality  that  is  the  subject  of  legend.  It  is  no  mystery 
why  resale  value  after  three  years  has  been  calculated  at  86  percent. 


JTistory  records  a  powerful 
A  reason  why  the  240  D  is  a 
ir-cylinder  automobile 
art:  its  2.4-liter  overhead 
-nshaft  engine  is  40  years  more 
ined  than  the  most  refined 
mestic  diesel  passenger  car 
wer  plant.  In  fact,  it  descends 
■ectly  from  the  engine 
;talled  in  the  first  diesel 
ssenger  car  ever  produced 

•  sale. 

10  cars,  7,000,000  miles 

Pedigree  tells.  No  automobile 
gine  may  have  so  often  docu- 
?nted  such  staggeringly  high 
leage  as  the  four-cylinder 
?rcedes-Benz  diesel. 
One  survey  revealed  that  ten 
nerican-owned  and  -driven 
?rcedes-Benz  four-cylinder 
;sels  had  among  them  rolled 
well  over  seven  million  miles. 
Perhaps  less  astonished  than 

*  average  layman  by  such 
ims  are  the  engineers  of 
?rcedes-Benz.  It  is  they  who 
?cify  machining  tolerances  as 
e  as  one- hundredth  of  a  milli- 
•ter  for  vital  240 D  engine  parts. 
They  also  implanted  a  tiny 

7  pin  in  each  cylinder's  pre- 
mbustion  chamber-diffusing 
ected  fuel,  aiming  to  make 
s  engine  as  smooth-running 
it  is  long-running. 
One  automotive  tester 
nished  the  240  D  under 
Teme  conditions  and  con- 
ided  that ". .  .once  you're  at  80 
1  stay  there  till  you  run  out 
fuel-which  will  probably  be 
ite  a  few  hours  later?  The 
}D  outruns  every  sedan  in  its 


price  class  in  fuel  efficiency. 
Imagine:  a  $24,000  sedan  capa- 
ble of  32  est.  hwy.  and  [27]  EPA 
est.  mpg.**  A  happy  economy. 

Allergic  to  mediocrity 

The  240  D's  pedigree  extends 
beyond  that  jewel  of  an  engine. 

The  51  years  of  design  refine- 
ment invested  in  its  fully  inde- 
pendent suspension  system  can 
be  felt  in  limpetlike  roadholding 
and  a  supple  ride.  The  240  D  is 
neither  a  galumphing  luxury 
car  nor  a  testy  "sports  sedan"- 
simply  one  of  the  best-man- 
nered five-passenger  auto- 
mobiles extant. 

There  doesn't  seem  to  be  a 
commonplace  engineering  idea 
in  the  car.  Even  its  power  steer- 
ing system  is  a  technological  feat: 
it  works  progressively  to  feed  in 
extra  steering  force  only  when 
you  need  it,  as  in  parking. 
Crucial  steering  "feel"  never 
deserts  you. 

Steering  to  brakes  to  suspen- 
sion, every  system  in  the  240  D 
is  harmonized  with  every  other. 
Such  superb  tune  and  balance 
do  not  just  happen.  The  engi- 
neers spent  seven  years  develop- 
ing the  240  D. 

Quality  is  standard 

The  real  glory  of  the  240  D's 
beautifully  padded,  carpeted, 
wood-trimmed  interior  is  the 
seats.  Your  body  may  never 
have  been  so  well  cared  for  in 
an  automobile  before.  The  time 
to  judge  them  is  not  in  the 
showroom  but  after  a  nonstop 
eight-hour  drive. 


You  can  choose  a  four-speed 
manual  240  D  or  a  version  fitted 
with  a  four-speed,  torque-con- 
verter automatic  transmission 
that  can  also  be  shifted  by  hand. 
Air  conditioning,  electronic 
cruise  control,  and  a  central  vac- 
uum locking  system  head  a 
long  list  of  built-in  amenities. 

The  240 D  epitomizes  what  so 
many  car  makers  today  are 
scrambling  to  achieve:  quality 
of  fit,  quality  of  finish-quality, 
period.  It  is  so  solidly  built  that 
there  are  4,786  individual 
welding  points  in  the  body 
shell.  It  is  so  well  finished  that 
between  the  body  metal  and 
surface  paint  are  six  layers  of 
protection. 

The  240  D  also  epitomizes  the 
rational  Mercedes-Benz  order 
of  priorities.  Paramount  is  safety. 
The  car  incorporates  more  than 
120  individual  safety  features. 
Many  could  be  omitted  and 
few  buyers  might  be  the  wiser. 
But  then,  the  240  D  would 
not  deserve  its  pedigree  as  a 
Mercedes-Benz. 

^Suggested  retail  price  p.o.e.  New  York. 
West  Coast  prices  slightly  higher. 

*Use  EPA  estimated  mpg  numbers  for  com- 
parison. Actual  mileage  may  vary,  depend- 
ing on  speed,  trip  length,  and  weather. 
Actual  highway  mileage  probably  lower. 

?1982  Mercedes-Benz  N.A.,  Inc.,  Montvale,  N.J. 


Engineered  like  no  other 
car  in  the  world 


What  is  Charlie  Bluhdom  doing  with 
G&W's  $1  billion  stock  poitfolio^  Buying 
cheap  earnings  is  only  a  beginning. 


Blue  smoke 
mirrors 


and 


By  Priscilla  S.  Meyer 


A 


Wall  Street  merger  specialist 
is  dming  at  the  "21 "  Club  when 
the  talk  turns  to  Gulf  &  West- 
ern. "GcxW-"heasks.  "Why,  that'sjust 
Charlie  Bluhdorn  and  his  Quotron." 

That's  hyperbole,  of  course.  GcxW 
is  a  highly  profitable  SI  1  billion-plus 
conglomerate,  with  major  stakes  in 
entertainment,  apparel,  food,  natural 
resources  and  manufacturing.  But  it  is 
also  true  that  GcxW  runs  a  stock  port- 
folio that  seems  constantly  in  the 
news.  Sometimes  this  tail  seems  to  be 
wagging  the  dog.  Poke  into  the  ob- 
scure comers  of  GcxW  disclosure  doc- 
uments at  the  Securities  &  Exchange 
Commission,  work  a  little  arithme- 
tic, and  you  find  that  equity  invest- 
ments in  those  other  companies  make 
up  a  big  pan  of  GcxW's  earnings.  Such 
earnings  are  so  important  that 
Chairman  Bluhdom  personally 
manages  the  portfolio  with  the 
help  of  Executive  Vice  President 
Lawrence  Levmson,  his  re- 
search staffs  and  a  direct  line  to 
big  Wall  Street  trading  desks. 

Bluhdom  has  done  well  even 
in  G&W's  most  recent  fiscal 
year,  ended  last  Tuly  31,  not  a 
good  time  in  the  stock  market. 
GcxW  appears  to  have  profited 
by  nearly  S75  million  on  con- 
solidated earnings  of  its  minor- 
ity equity  holdings,  realized 
gains  and  dividends.  That's 
nearly  half  of  the  conglomer- 
ate's SI 69  million  net  income 
for  fiscal  1982.  That  was  offset 
by  a  S26  million  charge  against 
earnings  when  the  value  of 
G&W's  marketable  securities 
holdings  fell  below  cost  at  the 
end  of  the  fiscal  year.  But  even 
after  that,  Bluhdom 's  stock 
portfolio  produced  a  full  third  of 


the  giant  conglomerate's  net.  Thmgs 
have  gotten  even  better  smce  then. 
With  the  stock  market  way  up,  by 
mid-October  the  portfolio  had  not 
only  recovered,  but  was  showing 
S57.8  million  m  unrealized  gams, 
along  with  SI7.7  million  realized. 

GcxW  has  many  operating  subsidiar- 
ies, including  Paramount  Pictures, 
Madison  Square  Garden  and  dozens  of 
financial,  manufacturing,  raw  materi- 
als and  other  operations.  Its  two  equity 
investment  portfolios  make  up  barely 
one-tenth  of  GcxW's  assets.  Unless  the 
stock  market  turns  around  and  heads 
all  the  way  south,  1983  should  be  a 
good  year  for  investments  of  the  kind 
Bluhdom  likes. 

There  are  advantages  to  buying 
chunks  of  other  companies  G&W- 
style  rather  than  attemptmg  to  ac- 
quire whole  companies.  You  can  buy 


What  G&W  holds 


s  holdings  of  5%  or  more  as 


Here  are  GtiW 

of  July  31  or  the  most  recent  filing. 


Holdings  of  20°o  to  50° 


Munsingwear 

30.34 

,down  from  35%  in  Tuly' 

Esquire 

27.88 

|  unchanged' 

Amiac 

26.13 

unchanged' 

General  Tire 

25.06 

tunchanged' 

Mohasco 

26.08 

up  from  23.35%  in  July1 

IP  Stevens 

23.57 

iup  from  20%  in  July!  1 

Brunswick 

20.39 

<up  from  10.68%  in  July! 

Holdings  of  5%  to  20°o 

Hammermill 

1472 

i up  from  7.27%  in  July! 

Haves-Albion 

11.18 

| unchanged' 

United  Brands 

7.87 

new  holding' 

Bank  oi  N  Y 

7.28 

lUnchanged1 

Hollvwood  Park 

5.7 

unchanged 

Amoskeag 

5.59 

new  holding' 

Central  Sova 

6.85 

,new  holding 

smaller  holdings  at  market  prices  and 
avoid  paying  a  premium  over  market. 
Bluhdom  is  too  shrewd  a  man  to  pay 
the  kinds  of  pnces  that  have  prevailed 
in  the  takeover  market  lately. 

In  buying  more  than  20%  of  Bruns- 
wick Corp.,  for  example,  GcxW 
bought  itself  eammgs,  on  the  cheap, 
in  two  ways.  First,  it  can  now  count 
more  than  20%  of  Brunswick's  earn- 
ings as  its  own — a  far  bigger  bonus  to 
GcxW's  earnings  than  Brunswick  divi- 
dends. Brunswick  has  been  paying  SI 
a  share  in  dividends  yearly;  it's  ex- 
pected to  report  1982  net  income  of 
S14  to  SI 5  a  share — largely  because  of 
a  one-time  gain — but  even  this  year's 
earnings  should  be  3  to  4  times  that 
S 1  per  share  of  dividends. 

GcxW  could  combine  its  equity 
holdings  by  the  "step"  method.  That 
means  prior  quarters  would  benefit 
now  that  GcxW  has  acquired  20%  of 
Brunswick  shares.  For  example:  GcxW 
owned  11%  of  Brunswick  on  July  31. 
Now,  about  11%  of  Brunswick's  re- 
sults for  that  quarter  could  be  retroac- 
tively combined  on  GcxW's  books. 
While  boostmg  old  results  could  work 
to  dimmish  current  gams,  consider 
agam:  GcxW  now  owns  20%,  not  just 
11%,  of  Brunswick. 

But,  in  fact,  GcxW  doesn't  consider 
the  contribution  of  any  of  its  equity 
holdings  to  be  "material,"  so  it 
doesn't  even  bother  with  the  step 
method.  GcxW  will  simply  plug  its 
share  of  Brunswick's  operating  eam- 
mgs mto  the  current  earnings  state- 
ment and  enhance  quarterly  compari- 
sons even  more. 

Second,  GcxW  benefits  m  buying 
the  earnings  even  more  cheaply  be- 
cause  of  differences  m  price 
eammgs  ratios.  In  effect,  GtxW 
pays  only  SI  for  each  S4  of 
Brunswick  net  reflected  on 
GcxW's  books.  Look  at  it  this 
way:  It's  just  the  reverse  of  dilu- 
tion. Brunswick's  P  E  ratio  is 
currently  less  than  2  times  1982 
eammgs.  while  GcxW  has  a  ra- 
tio of  8  times  earnings.  The 
market  thus  values  a  Bruns- 
wick-earned dollar  at  only  S2 — 
m  stock  price — while  the  same 
Brunswick-earned  dollar  report- 
ed by  GcxW  gets  valued  at  S8  m 
the  market.  This  is  an  extreme 
example,  but  Bluhdom  shuns 
high-P  E  investments  and  looks 
for  undervalued  nifties  like 
Brunswick.  Only  he  calls  them 
"well  established."  Even  if  the 
acquired  eammgs  remam  flat. 
GcxW  looks  good. 

If  the  price  on  Brunswick's 
shares  rises  m  expectation  of  bet- 
ter eammgs  or  a  takeover — thus 
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CEO  Charles  G.  Bluhdorn 

Guy  &  Western's  biggest  asset? 

boosting  the  P/E — G&W  does  well, 
too.  There  may  be  capital  gains  in 
selling  the  shares — in  the  market  or 
back  to  Brunswick. 

Or,  better  still,  the  type  of  deal 
G&W  made  with  its  Libbey-Owens- 
Ford  shares.  It  bought  30%  of  LOF  for 
$80  million,  boosting  G&W's  earn- 
ings in  fiscal  1982.  Then,  in  Decem- 
ber, it  sold  them  to  a  British  company, 
Pilkington  Brothers,  for  $106  mil- 
lion— a  $26  million  pretax  gain. 

That's  not  all.  As  part  of  the  Pil- 
kington deal,  the  British  glassmaker 
agreed  to  this:  Should  it  tender  in  the 
next  1 8  months  for  any  additional  LOF 
shares  at  a  price  greater  than  the 
$32.50  a  share  it  paid  G&W  for  its  3.3 
million  LOF  shares,  it  will  pay  the 
difference — in  cash  to  G&W.  Nice. 
And  not  unusual  for  G&W. 

The  approach  is  not  fail-safe.  G&W 
bought  20%  of  General  Tire  &  Rubber 
in  fiscal  1982,  and  shortly  after  it  was 
hit  with  writedowns  and  losses.  For 
the  six  months  ended  last  May,  Gener- 
al Tire  reported  a  $4. 7  million  net  loss. 

Did  Bluhdorn  back  away  from  Gen- 
eral Tire?  Far  from  it.  Fie  knows  a 
bargain  when  he  sees  one.  With  the 
stock  down,  Bluhdorn  went  out  and 
acquired  more,  lowering  the  per-share 
cost  to  G&W  for  General  Tire  and  the 
potential  P/E  ratio,  too.  Bluhdorn  still 
has  an  overall  paper  loss  on  the  Gen- 
eral Tire  shares,  but  the  final  chapter 
has  not  been  written. 

In  short,  if  someone  ever  wants  to 
acquire  G&W  with  an  eye,  say,  to 
acquiring  a  movie  company  (Para- 
mount), he  had  better  be  nice  to  Bluh- 
dorn. He  owns  more  than  5%  of  G&W's 
stock,  and  he's  running  G&W's  invest- 
ment portfolio  with  a  wizardry  that 
only  he  understands.  Even  though  he's 
not  carried  on  the  balance  sheet,  Char- 
lie Bluhdorn  is  one  of  G&W's  more 
valuable  assets.  ■ 


n  Tokyo, 
one  hotels  guest 
register  reads 
like  aWho's  Who 
in  the  world  of 
business  and  finance. 


Tokyo,  Japan 


In  a  class  by  itself 

Iwajiro  Noda,  Honorary  Chairman 
Tatsuro  Goto,  President  &  General  Manager 

Host  to  chiefs  of  state,  financial  leaders  and  executive  travelers  from  around  the  world. 
Hotel  Okura  is  conveniently  located  adjacent  to  the  American  Emhassy. 

one  of^Ihe^Jeadin^Hotels  of  thefWorld* 

Represented  Worldwide  by  H  R I 


See  your  travel  agent  or 
HRI.  Tel:  800-223-1230 
Toll  Free, 
212-751-8915 
Collect 


Hotel  Okura  New  York  Office 

c/o  Hotel  Representative  Inc.,  770  Lexington  Avenue.  New  York.  N  Y  10021 
Please  send  me  brochures  on  Hotel  Okura  and  a  booklet  "When  in  Japan" 
an  introduction  tor  doing  business  in  and  with  Japan 

Name  


Address 
City  


State 


Zip 


My  Travel  Agent  is: 
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Tom  Herzfeld  is  always  searching  out  un- 
crowded  investment  niches.  He  thinks  he 
has  found  a  new  one,  in  London. 


A  Tank 
in  the  City 


By  Richard  Phalon 

T|homas  Herzfeld  is  manifestly 
not  among  the  many  profession- 
als who  regard  closed-end  invest- 
ment companies  as  stodgy  old-line 
relics  of  the  1929  crash.  He  makes  a 
handsome  living  from  them,  manag- 
ing $35  million  that  is  invested  al- 
most entirely  in  closed  ends.  His 
game  is  to  arbitrage  against  the  dis- 
counts from  asset  value  at  which 
these  shares  usually  sell. 

He  buys  them  when  discounts 
broaden,  and  sells  out  or  goes  short 
when  they  narrow.  Along  the  way, 
Herzfeld  has  perfected  a  number  of 
imaginative  hedging  and  arbitrage 
techniques.  They  have  helped  to  gen- 
erate what  he  says  are  gains  of  20%  or 
more  a  year  for  his  clients  and  a 
steady  stream  of  commissions  for  the 
37-year-old  Herzfeld's  South  Miami, 
Fla.  brokerage  firm. 

For  the  last  several  months,  though, 
Herzfeld  has  been  a  man  without  a 
market.  The  big  upsurge  in  stocks  has 
pushed  some  closed-end  funds  to  a 
premium  over  net  asset  value  and  nar- 
rowed the  discount  on  others  to  the 
point  where  Herzfeld  thinks  they  are 
no  longer  a  buy.  Prudently,  Herzfeld 
has  taken  his  profits.  He  has  shorted 
some  of  the  funds,  too. 

In  search  of  a  new  investment 
niche,  he  has  lighted  on  British  and 
Scottish  investment  funds,  many  of 
which  are  trading  at  deep  discounts 
(see  cixvt).  He  narrowed  his  search  to 
those  U.K.  funds  that  are  heavily  in- 
vested in  American  stocks.  Thus,  he 
is  buying  the  U.S.  market  at  a  dis- 
count. At  the  same  time  he  is  moving 
into  some  all-U.K.  stock  funds  in 
what  he  hopes  will  be  a  profitable 
currency  play.  Herzfeld  thinks  the 


pound  is  a  good  bet  to  move  up  from 
record  lows.  Says  he:  "It  makes  good 
sense  for  American  investors  to  buy 
undervalued  U.K.  closed-ends  with 
overvalued  U.S.  dollars." 

Predictably,  the  U.K.  funds  carrying 
the  heaviest  concentration  of  Amen- 


Time,  gentlemen? 


The  discounts  once  found  in 
U.S.  closed-end  funds  survive  in 
certain  London  closed-ends, 
some  with  big  U.S.  holdings. 


Average  discount  of 
representative  closed-end  funds 
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Source  TbomasJ.  Herzfeld  &  Co ,  Inc 


can  stocks  have  moved  more  or  less  in 
tandem  with  the  American  market. 
Thus,  the  discounts  on  such  well- 
known  names  as  Fleming  American 
and  P.R.  American  have  narrowed 
from  around  30%  to  about  17%  and 
19%,  respectively.  "There's  still  a  dis- 
count on  many  of  the  trusts  readily 
identified  with  the  American  mar- 
ket," says  Herzfeld,  "but  not  deep 


enough  to  make  them  a  real  buy." 

So,  Herzfeld  has  been  hunting  for 
bargains.  Working  with  brokers  in 
London  and  Edinburgh,  he  has  found 
what  he  was  looking  for.  Among 
them:  American  Trust,  Murray 
Clydesdale  Investment  Trust,  and 
Murray  Western  Investment  Trust. 
Their  portfolios,  says  Herzfeld,  range 
from  around  55%  to  65%  American 
and  trade  at  discounts  of  about  25%. 
Holdings  include  such  respectable 
U.S.  issues  as  National  Medical  En- 
terprises, Helmench  &  Payne  and 
Petrolane. 

Some  of  the  biggest  discounts  show 
on  U.K.  funds  that  are  long  American 
oils.  The  Winterbottom  Energy  Trust, 
for  example,  trading  at  around  32% 
below  net  asset  value  (compared  with 
only  15%  last  year)  owns  sizable 
chunks  of  Halliburton,  Schlumberger, 
Mesa  Pete  and  Sedco.  The  New  Dar- 
len  Oil  Trust,  loaded  with  the  likes  of 
Adobe  Oil  &  Gas,  May  Petroleum  and 
American  Quasar  Pete,  is  going  at 
around  28%  below  net  asset  value. 
General  Stockholders  Investment 
Trust  has  got  10%  of  its  assets  tucked 
away  in  Schlumberger  and  is  selling  at 
a  33%  discount. 

Why  is  the  London  market,  which 
of  late  has  been  moving  as  briskly  as 
New  York,  putting  such  a  low  value 
on  the  investment  trusts?  How  much 
risk  is  there  that  the  discounts  will 
get  deeper  instead  of  closing? 

Herzfeld  thinks  the  U.K.  funds 
trade  at  a  discount  for  many  of  the 
same  reasons  that  U.S.  closed-ends 
do:  commission  schedules  that  give 
brokers  more  incentive  to  push  open- 
end  funds;  as  a  haircut  on  particularly 
illiquid  portfolios;  and  sometimes  as  a 
reflection  of  poor  performance. 

The  U.K.  funds  for  the  most  part 
have  more  complex  capital  structures 
than  their  American  counterparts. 
They  tend  to  be  more  highly  leveraged 
and  thus  more  volatile.  Acquisition 
costs — including  commissions,  the 
stamp  duty  and  a  value-added  tax  on 
the  commissions — tend  to  be  higher, 
too.  Tom  Herzfeld  thinks  he  can  ab- 
sorb some  of  the  bite  by  the  volume 
discounts  he  hopes  to  get  out  of  the 
London  brokers  and  by  crossing  buy 
and  sell  orders  on  his  own. 

Herzfeld  started  playing  the  market 
with  the  S  10,000  he  got  in  bar  mitzvah 
gifts,  and  at  age  25  he  sold  the  family 
textile  business  because  he  thought 
there  was  more  money  to  be  made  in 
securities.  So  far  he  has  been  right.  But 
his  approach  to  investing  depends  for 
its  success  upon  finding  niches  no  one 
else  bothers  with.  He  may  find  the 
London  market  already  crowded  with 
pros  as  shrewd  as  he  is.  ■ 
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AVIS  ANNOUNCES 
MORE  FREE  GIFTS  AND 
MORE  TIME  TO  GET  THEM. 


PLUS  EXCITING 
FREE  TRAVEL  AWARDS. 

We  want  you  to  get  even  more  mileage  out 
if  the  Avis  gift  program.  So  now  we're  offer- 
:ig  you  a  larger  selection  of  gifts  and  great 
ravel  benefits,  too. 

With  every  rental,  you  get  a 
ree  travel  bag  worth  $20  or  a  free 
•ottle  of  Halston  Night  cologne 

worth  $25. 
Or  a  certifi- 
cate toward 
other  free 
gifts  you 
can  claim 
omewhere  down  the  road. 
ind  what  a  variety  of 
;ifts  to  choose  from. 
Everything  from  video 
ames  to  cordless 
•hones  to  color  TV's. 

Then  there's  the  tra- 
el  part  of  our  gift  pro- 
ram.  You  can  get  free 
ound  trip  tickets  to  any-  v 
/here  TWA  flies  in  the  U.S., 
Europe  and  the  Middle  East.  Free  stays  at 
participating  Sheraton  hotels  and  resorts.  Free 
cruises  on  the  Cunard  Line.1 
And  free  use  of  an  Avis  car. 

Just  rent  a  compact  or 
larger  car  from  Avis  between 
now  and  June  30, 1983. 

Be  sure  to  ask  for  a  travel 
bag,  a  bottle  of  Halston 
r    Night  or  a  certificate 
IjSjf  when  you  rent.  One 

Sheraton  Per  renf£° coupon 

hotels g, nns  worldwidl  required.  I  his  program 
oes  not  apply  to  tour  packages  or  other  pro- 
motional rates.  Current  certificates  are  valid 
trough  the  extended  program.  Available  at 


major  airports  and 
other  participating 
locations  in  the  U.S. 

For  complete 
details,  pick  up  a  gift      CUM  AHO 
program  brochure  at  an  Avis  counter.  You  may 
come  to  Avis  for  our  free  gifts,  but  you'll  come 
back  for  something  money 


can't  buy.  Our  famous  "We  try  harder"  service. 

For  reservations  see  your  travel  consultant 
or  call  toll  free: 
800-331-1212. 


©1983  Avis  Rent  A  Cn 
System,  Inc  .  Avis* 


Avis  rents  the  world's 
largest  Cadillac  fleet. 


AVIS 


TRYING  HARDER  MAKES  AVIS 


IUEEN  ELIZABETH  2  CUNARD  COUNTESS  of  British  Registry  CUNARD  PRINCESS  Registered  in  the  Bahama! 


SECOND  TO  NONE. 


SM 


Hie  Great  Domesday  Book  was  a  medieval  data  bank. 
All  the  facts  were  there,  but  there  was  only  one  copy. 
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lorthern  Telecom's  585  word  and  data  processing  system  offers  a  modern 
[ternative.  Everyone  has  instant  access  to  the  same  information. 
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086,  William  the  Conqueror's  commissioners  made  a  thorough  land  survey  of  England.  The 
rmation  they  gathered  was  edited  and  bound.  It  became  known  as  the  Domesday  Book  because 
isputes  over  taxes  or  land  ownership,  it  gave  the  Last  Judgement. 

Today  many  businesses  are  still  using  the  Domesday  approach  to  information  management:  maintaining 
ngle  data  bank  that  can't  be  reached  by  the  people  who  really  need  the  information  it  contains. 
With  the  585  System,  each  terminal  operator  can  enter, 
ieve,  and  process  text  and  data.  In  companies  with  many 
sions  or  office  locations,  the  585  allows  a  paperless,  two-way 
f  of  current  information.  Our  new  generation  of  electronic  office 
:ems  is  the  product  of  an  internationally  recognized  R&D 
anization  that  combines  expertise  in  computers  and  telecom- 
lications.  Accessible  information  is  our  speciality. 


ieea  ine  iniom 

It* 


northern 
telecom 


For  a  color  brochure  of  all  eight  ads  in  this  series, 
or  for  more  information  write:  Northern  Telecom  Inc., 
Public  Relations  Dept.,  259  Cumberland  Bend, 
Nashville,  TN  37228.  Or  call  (615)  256-5900,  Ext.  4264. 

GROVE,  IL  •  NASHVILLE, TN  •  RALEIGH,  NC  •  RICHARDSON, TX  •  SAN  DIEGO,  CA  •  SANTA  CLARA,  CA  •  ST.  PAUL.MN  •  WARWICK,  RI  •  WEST  PALM  BEACH,  FL 
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--JEAN  LINDAMOOD.C  ARAND  DglVERJULY  19X2. 

Car  and  Driver  magazine  tested  our  %2  Chevrolet  Caprice.  Three  different 
editors.  One  unanimous  opinion: 

"America's  finest  example  of  big  car." — Larry  Griffin 

"Most  European  and  Japanese  drivers  would  marvel  at  this  cars  velvety 
ride." — Rich  Ceppos  ; 

"The  Caprice  is  the  very  essence  of  the  fussless.  imperturbable  container  that 
soaks  up  endless  stretches  of  these  United  States . . — Larry  Griffin 

"If  you'd  like  to  know  what  America  s  carmakers  have  been  up  to . . .  you 
owe  it  to  yourself  to  drive  an  F41 -equipped  Caprice — or  any  Caprice  for  that 
matter." — Rich  Ceppos 

Chevrolet  Caprice.  Another  reason  why  Chevrolet,  America's  sales  leader,  is  I SA-1 .  W— — ' 
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Down  in  Texas,  Charles  Hurwitz  is  known 
for  his  brilliant  and  controversial  deals.  But 
this  time  he  may  have  overplayed  his  hand. 


A  split 

too  far? 


By  Pamela  Sherrid 


Charles  Hurwitz  has  come  a 
long  way  since  he  was  born,  42 
years  ago,  in  the  east  Texas 
town  of  Kilgore  (pop.  9,495).  Before  he 
was  30,  the  University  of  Oklahoma 
graduate  was  running  a  Wall  Street 
hedge  fund  and  rating  a  small  men- 
tion in  a  popular  book  of  the  time  on 
investment  hotshots.  Back  in  Texas, 
he  began  building  a  financial  empire 
that  today  controls  over  $700  million 
in  assets.  That's  big  money  even  in 
Texas.  His  financial  finesse  is  much 
admired,  but  he  has  detractors.  Some 
of  them  think  he  has  cut  a  few  too 
many  corners  to  get  what  he  wants. 

Right  now  he's  involved  in  a  messy 
battle  involving  Federated  Develop- 
ment, a  public  company  Hurwitz  has 
controlled  since  1973  and  which  is 
the  heart  of  his  corporate  domain. 
Federated  started  as  a  real  estate  and 
insurance  company  but  has  since 


bought  control  of  such  substantial 
public  outfits  as  McCulloch  Oil  (now 
MCO  Holdings),  Simplicity  Pattern 
and  United  Financial  Group,  a  large 
Houston  S&L. 

fust  before  1982  drew  to  a  close, 
Hurwitz  informed  Federated's  minor- 
ity shareholders  that  the  company  was 
going  forward  with  a  l-for-600  reverse 
stock  split,  reducing  the  outstanding 
float  from  329,000  shares  to  547.  Why 


66%  voting  control 

with  associates 
 I  


Federated  Development 

Assets:  $40.0  million 

Market  capitalization:  $14.8  million 


54%  voting  control 


44%  voting  control 


MCO  Holdings 

Assets:  $352.0  million 

Market  capitalization:  $139.9  million 


Maryland  Realty  Trust 

Assets:  $12.0  million 

Market  capitalization:  $4.0  million 


75%  voting  control 


such  a  drastic  split?  Hurwitz  says  that 
he  wants  to  reduce  the  number  of 
shareholders  from  260  to  fewer  than 
100  and  thus  sidestep  federal  regula- 
tions governing  public  investment 
companies.  Federated  might  fall  under 
those  statutes  because  it  recently  sold 
off  its  reinsurance  business,  one  of  its 
biggest  operating  entities,  leaving  a 
large  percentage  of  its  assets  in  passive 
investments. 

Hurwitz  has  another  motivation  as 
well.  Because  Federated  stock  is  very 
illiquid,  the  company  was  approached 
by  a  number  of  shareholders,  includ- 
ing one  trustee,  who  wanted  to  cash 
in  on  the  company's  success  in  recent 
years.  To  those  who  want  it,  Hurwitz 
offers  $45  a  share. 

That  sounds  helpful.  But  why 
through  a  reverse  split?  Some  Federat- 
ed shareholders  think  Hurwitz  is  try- 
ing to  squeeze  them  out  at  a  low  price. 
"The  reverse  stock  split  is  really  a 
ruse  to  go  private  without  due  com- 
pensation," says  one  investment 
banker,  who  calls  Hurwitz'  attempt 
"outrageous." 

Indeed,  Hurwitz  himself  states  in 
his  announcement  of  the  reverse  split 
that  most  shareholders  will  probably 
choose  to  cash  in  their  old  shares  with 
the  company  rather  than  "round  up" 
their  holdings  to  one  of  the  new  mega- 
shares.  He  is  probably  right.  To  own 
one  of  the  new  shares,  a  holder  of  100 
old  shares  will  have  to  lay  out  $22,500 
to  "round  up." 

But  the  alternative  open  to  minor- 
ity shareholders  is  equally  unappeal- 
ing. Hurwitz  didn't  bother  with  the 
customary  investment  banker's  opin- 
ion certifying  the  "fairness"  of  the 
$45-a-share  buyout  offer.  Because 
shareholders   have    the    option  of 


19%  voting  control 


United  Financial  Group 

(United  Savings  Association  of  Texas) 

Assets:  $1.9  billion 

Market  capitalization:  $32.4  million 


First  American  Financial 
(Houston  First  Amer.  Savings,  Assoc.) 
Assets:  $1.6  billion 
Market  capitalization:  $10.5  million 


I 


33%  voting  control 


MCO  Resouces 

Assets:  $175.0  million 

Market  capitalization:  $73.8  million 


Simplicity  Pattern 

Assets:  $152.0  million 

Market  capitalization:  $104.0  million 


Proposed  merger 
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rounding  up,  he  says,  "the  proposed 
reverse  share  split  will  not  result  in 
the  forced  termination  of  any  share- 
holder's interest,"  making  an  outside 
appraisal  unnecessary. 

Hurwitz  got  that  S45  price  on 
recent  trades  of  Federated  stock 
on  the  over-the-counter  market.  But 
Federated  stock  is  so  illiquid  that  in 
the  first  half  of  last  year  there  were  no 
trades  at  all. 

So  what's  the  relationship  between 
S45  and  Federated 's  underlying  value- 
That  S45  is  less  than  half  book  value, 
and  book  value  is  itself  understated,  it 
appears.  Hurwitz  himself  says  that 
the  market  value  of  Federated 's  real 
estate  alone  is  worth  S24  a  share  more 
than  its  stated  value  on  the  books. 
The  public  companies  that  Federated 
controls  also  are  carried  way  under 
market  value.  For  instance,  its  inter- 
est in  MCO  Holdings  alone  is  worth 
$92  a  share.  "Hurwitz  is  trying  to 
freeze  people  out  at  maybe  20%  of 
what  the  stock  is  worth,"  claims  Dan- 
iel Cowin,  who  personally  owns  6,000 
Federated  shares  and  is  a  director  of 
Drexel,  Bumham,  Lambert  and  chair- 
man of  United  National  Corp. 

The  financial  statements  accompa- 
nying Hurwitz'  Dec.  22  proposal  were 
unaudited  and  dated  as  of  the  third 
quarter.  Yet  in  the  fourth  quarter 
MCO  Holdings  had  an  extraordinary 


Some  Federated  minority 
shareholders  think  Hurwitz 
is  trying  to  squeeze  them 
out  at  a  low  price.  "The  re- 
verse stock  split  is  really  a 
ruse  to  go  private  without 
due  compensation,"  says 
one  investment  banker, 
who  calls  Hurwitz'  attempt 
"outrageous." 


aftertax  gain  of  S50  million,  raising 
Federated's  net  worth  by  nearly  S16  a 
share.  While  that  is  mentioned,  Hur- 
witz fails  to  disclose  that  in  the  fourth 
quarter  he  also  substantially  in- 
creased Federated's  stake  in  United 
Financial  Group.  United  has  applied 
to  merge  with  another  S&L,  First 
American  Financial,  which  would 
make  it  the  second  largest  in  Texas. 

What  his  critics  regard  as  high- 
handedness is  characteristic  of  past 
Hurwitz  deals.  In  19?9  the  Federated 
trustees  voted  a  l-for-40  reverse  share 
split  that  wiped  out  over  200  share- 
holders. The  very  next  day,  the  trust- 
ees issued  a  39-for-l  stock  dividend, 
restoring  the  number  of  shares  to 
their  prior  level.  With  fewer  than  300 
shareholders,  Federated  was  soon  able 
to  stop  reporting  its  financial  results 


to  the  SEC. 

But  iust  because  Hurwitz  succeeded 
with  his  earlier  reverse  stock  split 
doesn't  mean  he  will  this  time  around. 
Among  his  remaining  minority  share- 
holders there  are  some  big  names  who 
aren't  about  to  be  pushed  around  so 
easily.  In  addition  to  Cowin,  there  is 
Howard  Wolf,  a  top  partner  at  the 
powerful  Houston  law  firm  of  Ful- 
bnght  £x  faworski.  A  few  days  after 
Hurwitz  declared  his  plan,  Wolf  sued 
him  in  federal  court  for  fraud  and 
breach  of  fiduciary  duty.  The  same  day 
another  sophisticated  investor,  New- 
York-based  Galdi  Securities,  sued 
Hurwitz  in  a  state  court. 

Tlhis  response  may  have  convinced 
Hurwitz  he  was  pushing  his  luck 
too  far.  Federated's  trustees  were  sup- 
posed to  approve  the  reverse  stock 
split  on  Jan.  3,  but  instead  they  post- 
poned the  vote.  "This  is  the  first  time 
that  I've  ever  seen  Hurwitz  back 
down,"  says  one  observer  who  has 
followed  Hurwitz'  career  closely. 

His  litigious  shareholders  may 
press  for  the  removal  of  Federated's 
trustees  and  for  its  liquidation.  In  that 
case,  Hurwitz  would  still  walk  away 
with  a  bundle,  but  he  would  lose  con- 
trol of  the  assets  he  built  almost  from 
scratch.  Charles  Hurwitz,  however,  is 
a  tough  man  in  a  fight  and  nobody's 
counting  him  out.  ■ 


CADO  Systems  Corporation 

has  been  acquired  by 

Continental  Telecom  Inc. 


The  undersigned  initiated  this  transaction,  assisted  in  the 
negotiations  leading  to  its  conclusion,  and  acted  as 
financial  advisor  to  CADO  Systems  Corporation. 


L.  F.  ROTHSCHILD,  UNTERBERG,  TOWBIN 

January  6. 1983 


The  Number  One  Name 
In  Dictation  Presents 
The  "Dictaphone  'Of 
t  Wford  Processors. 


The  first  word  processor  that  "understands"  commands  put 
to  it  in  simple  English.  And  responds. 

f|     Now,  instead  of  your  people  having  to 
™         learn  computer  mumbo  jumbo, 

they  can  get  right  to  work. 
Because  the  Dictaphone  System  6000 
word  processor  responds  to  plain  simple 
English  instructions.  We  call  it  Straight  Talk. 
You'll  call  it  fantastic. 


Its  Main  Purpose  in  Life  is 
Word  Processing. 

The  Dictaphone  System  6000 
excels  in  the  business  of  text 
editing,  formatting  and 
documentation.  (It's  also  a  records  processor  powerful 
enough  to  make  you  think  it's  a  data  processor,  but 
that's  gravy.) 

Not  only  does  it  let  you  change  words  and  sentences,  its 
exclusive  Footnoter  feature  "floats"  footnotes  over  to  their 
correct  page.  DictaSpell  checks  and  corrects  spelling. 
And  SideStep,  another  Dictaphone  exclusive,  lets 
your  more  experienced  people  skip  unnecessary 
steps.  The  work  never  went  so  fast. 

It's  Also  Part  of  the  Dictaphone  Integrated  Office  System. 

You  can  move  from  the  stand-alone  word  processor  to  a  hard 
disk  cluster  system,  or  even  tie  into  Dictaphone  Omninetf 
a  local  area  network  that  lets  you  communicate  and  share 
information  with  other  office  equipment.  Even  the  leading 
brands  of  personal  computers. 

The  Final  Touch  is  the  Dictaphone  Personal  Touch  Training. 

Dictaphone  Marketing  Support  Representatives  give  you 
hands-on  instruction,  expert  installation  and  appli- 
cation-oriented follow-up.  We  even  do  a  90-Day 
Productivity  Audit  to  see  that  you're  getting  all  you 
can  out  of  your  System  6000. 

It's  all  part  of  what  has  made  the  Dictaphone 
name  first  in  the  office  for  so  many  years. 


To  see  the  "Dictaphone"  of  word  processors,  complete 
this  coupon.  Or  call  toll-free: 

1-800-431-1052 

(Excepl  Hawaii  and  Alaska) 
In  New  York  call  1  914-967-6067 


HI  Dictaphone 

A  Pitney  Bowes  Company 


Name 
Tille_ 


_l'hone 


Company- 
Address   

City  


_Sla(e_ 


_Zlp_ 


Dictaphone.  Straight  Talk.  DictaSpell,  SideStep  and  Personal  Touch  are  trademarks  of  the  Dlclaphone 
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Streetwalker 


Which  P/E 
do  you  believe? 

In  trying  to  figure  out  how  high  or 
how  low  the  stock  market  is  at  any 
given  time,  analysts  like  to  look  at 
earnings  on  the  Dow  Jones  industrials. 
At  how  many  times  those  earnings  is 
the  Dow  selling?  It  may  frighten  you 
out  of  your  skin  to  learn  that  it  was 
close  to30  times  earnings  last  month — 
a  post-Depression  high.  Has  the  stock 
market  lost  all  touch  with  reality?  Not 
necessarily.  There's  a  statistical  quirk 
here.  Let's  look  for  a  moment  at  the  far 
broader  Wilshire  index,  which  in- 
cludes not  only  30  stocks  like  the  Dow, 
but  almost  5,000.  The  Wilshire  cur- 
rently commands  a  little  less  than  12 
times  earnings.  That's  a  difference  so 
great  as  to  throw  the  whole  measure- 
ment into  doubt.  Why  the  huge  differ- 
ence? Simple.  In  figuring  earnings,  the 
Dow  deducts  the  deficits  of  companies 
that  are  in  the  red  to  arrive  at  a  net 
figure.  The  Wilshire,  by  contrast,  drops 
the  deficit  companies  from  its  compu- 
tations. Since  3  of  the  30  Dow  stocks 
were  in  the  red  for  the  last  12  months, 
one  (International  Harvester)  to  the 
tune  of  $52  a  share,  the  Dow's  overall 
earnings  were  dragged  down  (to  about 
$35  a  share  from  $136  a  share  in  Sep- 
tember 1979)  and  the  P/E  ratio  looked 
dizzily  high. 

How  high  is  the  market?  Depends 
on  which  method  of  figuring  you  use. 
Not  much  help  here. — Steve  Kichen 


Let  them 
eat  oil 

Jack  and  Witt  Stephens,  working 
quietly  out  of  Little  Rock,  Ark., 
have  built  Stephens  Inc.  into  the  elev- 
enth-biggest brokerage  firm  in  the 
U.S.  If  you've  never  heard  of  them  or 
their  $240  million  in  assets,  well, 
that's  just  fine  with  lack  and  Witt. 
Finance  is  their  game,  not  publicity. 
Seems  that  the  Stephenses,  like  a  lot 
of  other  smart  people,  have  decided 
oil  in  the  ground  is  a  good  investment 
now  that  the  prices  have  come  down. 
And  that's  why  quite  a  few  of  The 
Street's  arbitrage  boys  wish  they  had 
never  heard  of  the  Stephens  brothers. 
The  arbs  were  betting  that  Atlantic 
Oil,  a  Denver-based  o-t-c  company, 
would  take  over  another  little  Denver 
oiler,  Vanderbilt,  on  a  share -for-share 
basis.  Since  Atlantic  was  83A  while 
Vanderbilt  was  5,  the  arbs  were  short- 
ing Atlantic  and  buying  Vanderbilt. 
Along  came  the  Stephens  brothers, 
who,  after  a  bit  of  haggling,  offered 


$12  a  share  for  Atlantic — provided  the 
Atlantic-Vandcrbilt  merger  wasn't 
consummated.  Atlantic's  principal 
shareholders  liked  the  color  of  the 
Stephens  money  better  than  they 
liked  the  idea  of  acquiring  Vanderbilt. 
So,  the  Stephenses  got  their  oil  and 
the  arbs  got' creamed.  They  had  to 
cover  their  Atlantic  shorts  at  a  loss, 
and  some  may  still  be  holding  the  bag 
with  Vanderbilt  shares.  Small  Denver 
oil  company,  anyone? — Thomas  faffe 


Thank  you, 
Merrill  Lynch 

One  man's  sell  is  another  man's 
buy.  That's  what  makes  markets. 
Last  month  Merrill  Lynch  issued  a 
blanket  "neutral"  on  the  big  bank 
stocks.  "Neutral"  doesn't  really  mean 
"We  have  no  opinion."  It's  a  polite 
way  of  saying:  "Don't  touch  'em  for  a 
while." 

Analyst  Thomas  Hanley  of  Salo- 
mon Brothers  responded  to  Merrill's 
anathema  with  a  big  buy  recommen- 
dation on  some  of  the  same  stocks. 
Says  he:  "When  somebody's  running 
scared,  that's  the  time  to  step  in." 

Hanley  claims  the  bearish  case  for 
banks  has  been  terribly  overstated. 
The  time  to  have  really  worried  about 
credit  risks  was  a  year  ago,  he  says, 
before  the  economy  hit  rock  bottom. 

Hanley  has  a  buy  out  on  four  money 
center  bank  stocks:  Citicorp  (recent 
price  34Vi),  Chase  Manhattan  l481/8), 
Irving  (433/»)  and  Marine  Midland  (21 ). 
All  sell  for  just  4  to  5  times  his  1983 
earnings  estimates.  He  expects  their 
multiples  to  improve  to  6  or  7 — hard- 
ly sky-high  but  enough  to  produce 
gains  of  50%  or  so. — TJ. 


Easy  pickings — if 
you  know  how 

There's  big  money  being  made  in 
buying  blocks  of  stock  in  compa- 
nies that  feel  vulnerable  to  takeover, 
and  then  selling  the  shares  at  a  fat 
profit  either  to  the  company  itself  or 
to  somebody  interested  in  taking  over 
the  company.  It's  a  nice,  profitable 
game,  but  ordinary  investors  can't 
play.  You  need,  say,  a  minimum  of 
S10  million,  and  you  have  to  enjoy 
playing  Mr.  Nasty  Guy.  The  Belzberg 
brothers,  Hyman,  Samuel  and  Wil- 
liam, of  Vancouver,  B.C.  and  Newport 
Beach,  Calif.,  qualify  on  both  scores, 
and  they  have  had  a  hot  hand  recent- 
ly. Last  fall  they  bought  12%  of  the 
shares  of  Suburban  Propane  Gas  and  a 
couple  of  months  later  turned  around 


and  sold  the  shares  to  National  Dis- 
tillers &  Chemical,  which  wanted  to 
take  over  Suburban  Propane.  An  easy 
SI 2  million  profit.  Before  the  ink  was 
dry,  the  Belzbergs  were  buying  shares 
in  another  propane  outfit,  Pargas.  Par- 
gas,  which  seems  to  want  to  remain 
independent,  has  offered  to  take  the 
Belzbergs  out  at  a  price  that  would  put 
another  $4  million  or  so  into  the  bulg- 
ing Belzberg  bank  account.  No  soap.  It 
seems  the  Canadians  are  now  accus- 
tomed to  60%  returns  on  their  mon- 
ey; a  mere  40%  must  have  sounded 
chintzy.  They  say  they  won't  take  a 
penny  less  than  $40  for  shares  that 
cost  them  about  $26.  Rumor  has  it 
Pargas  is  looking  for  a  white  knight, 
but  anyone  wanting  to  rescue  the  dis- 
tressed damsel  would  have  to  pay  ran- 
som to  the  Belzbergs. 

All  of  which  is  making  some  folks 
in  Long  Beach,  Calif,  mighty  nervous. 
There  sits  Petrolane,  much  bigger  in 
propane  than  either  Pargas  or  Subur- 
ban and  in  some  ways  as  vulnerable. 
Petrolane  (recent  price  I3%|  has  52 
million  shares  outstanding,  so  it 
couldn't  be  taken  over  on  a  shoe- 
string. But  management  owns  under 
4%  of  the  stock,  which  looks  like  a 
bargain  at  only  7  times  earnings.  The 
Petrolane  fellows  must  be  watching 
the  stock  transfer  books  closely  these 
days. — T.J. 


Oh,  my  aching  back 

Tliny  $31  million  (sales)  Lumex  Inc. 
of  Bay  Shore,  N.Y.  has  been  a  hot 
number,  doubling  (to  37)  on  the  Amex, 
where  its  1.8  million  shares  are  listed. 
Its  main  business  is  the  manufacture 
of  patient  and  geriatric  products — 
things  like  walking  aids  and  overbed 
tables.  But  what  made  the  stock  sizzle 
is  a  Lumex  division  that  makes  equip- 
ment to  measure  the  strength  of  mus- 
cles. Is  that  worth  27  times  last  year's 
estimated  earnings?  Even  with  the 
36%  increase  to  $  1 .90  a  share  expected 
for  1983  by  John  Connolly  of  Shear- 
son/American  Express,  Lumex  is  -still 
at  a  multiple  of  20.  Never  mind,  says 
Connolly.  The  stock  is  still  a  buy. 
Here's  why:  a  new  product  for  measur- 
ing back-muscle  strength,  which  will 
be  on  the  market  in  1984.  "Just  imag- 
ine," says  he,  "if  by  using  this  to  screen 
your  workers  you  could  find  out 
whether  or  not  somebody  might  devel- 
op back  trouble,  then  you  could  shift 
him  to  other  duties  before  you  ended 
up  having  to  pay  compensation.  I  don't 
see  many  employers  passing  up  a 
chance  to  buy  it." — TJ. 
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I^HilfiflJdpal  force 
*  shape. 


Two  cubes,  composed  of  many  smaller  cubes, 
symbolize  Allegheny  International's  structure  and 
stability.  Consumer  products  companies. 


in  blue,  and  industrial  specialties  companies, 
in  silver,  are  joined  in  the  Corporation  and  draw  upon 
its  financial  and  managerial  resources. 


The  structure  is  now  in  place. 
Allegheny  International  has  grown 
rapidly  from  a  medium-size  domes- 
tic metals  company  into  a  world- 
wide consumer  and  industrial 
products  corporation.  Today,  we 
do  business  in  35  countries,  with 
over  50,000  employees  and  sales 
of  close  to  $3  billion. 

This  remarkable  growth  was 
based  on  a  strategic  plan:  To 
achieve  balance  ana  stability 
through  diversification  and 


emphasis  on  businesses  which 
are  contra-cyclical  within  the 
Corporation;  To  expand  our  in- 
volvement worldwide  in  growth 
markets  for  utilitarian,  work-saving 
consumer  products  and  high- 
technology  industrial  specialties,- 
To  maintain  equity  positions  in 
companies  which  have  significant 
growth  and  earnings  potential 
and  divest  those  whicn  do  not. 

Our  consumer  products  com- 
panies and  our  industrial  special- 
ties companies  both  complement 


and  strengthen  each  other.  And 
all  our  companies  benefit  from 
Allegheny  International's  financial 
resources,  and  managerial  and 
technical  skills. 

At  Allegheny  International, 
we  have  special  skills  to  meet 
special  needs  everywhere  on  the 
globe.  Our  structure  and  our  strat- 
egy have  positioned  us  to  meet 
those  needs  as  they  grow  in  the 
decades  ahead.  As  they  grow, 


so  will  we. 


H ALLEGHENY  INTERNATIONAL 


SPECIAL  SKILLS  FOR  SPECIAL  NEEDS 


SPECIAL  SKILLS  IN 
WORK-SAVING 
CONSUMER  PRODUCTS 

Around  the  world,  Allegheny 
International  companies  market 
work-saving  appliances  and 
products  for  the  home,  kitchen, 
lawn  and  garden,  as  well  as 
products  for  personal  grooming, 
sports  and  fitness.  Brands  such 
as  Sunbeam.  Oster,  Wilkinson 
Sword,  Northern  Electric  and 
True  Temper  are  famous  for 
quality.  W 


number  of  working  women  and 
single-person  households- 
accelerate  the  need  and  demand 
for  new,  electric-powered  work- 
saving  kitchen  devices. 

State-of-the-art  kitchen  help, 
from  Sunbeam,  Oster 
and  Wilkinson  Sword. 
Allegheny  International 
is  the  world's  larg- 
est small  appli- 
ance company. 


Their  products  range  from  state- 
of-the-artfood  preparation  appli- 
ances, such  as  food  processors, 
to  electric  blankets,  camping 
equipment  and  golf  club  shafts. 

In  Europe,  the  brands  Rima  and 
Rowenta  hold  major  shares  of  the 
markets  for  products  ranging  from 
mixers,  electric  frypans  and  coffee 
makers  to  hair  dryers  and  irons. 

A  tremendous  market  for  all  of 
these  brands  promises  to  grow 
even  larger  as  socio-economic 
trends— such  as  the  increasing 


SPECIAL  SKILLS  IN 
HIGH  TECHNOLOGY 

Allegheny  International  com- 
panies are  meeting  the  needs 
of  such  advanced-technology 
industries  as  electronics,  robotics, 
and  aerospace  and  defense. 
For  example,  our  system  and 

This  model  of  a  microprocessor  chip  is 
enlarged  300  times  (below  right).  An 
Allegheny  International  system  helps 
place  over  a  million  electronic  com- 
ponents on  a  single  chip,  shown 
actual  size  (below  left). 


equipment  help  make  more  elec- 
tronic microprocessor  chips  than 
any  other  system  in  the  world. 

Our  robots  are  already  per- 
forming a  multitude  of  industrial 
tasks.  For  instance,  our  computer- 
controlled  5-Axis  welding  robot 
is  helping  to  produce  theTJ.S. 
Army's  new  XM-1  tank. 

For  aerospace  and  defense, 
Allegheny  International  compa- 
nies supply  specialty  metals  and 
electronics  for  jet  engines,  rocket 
engines,  missiles  ana  spacecraft. 

Allegheny  International  is  also 
a  major  supplier  of  titanium  and 
specialty  alloys  for  the  Boeing 
767  ana  757  the  world's  most 
advanced  commercial  airliners. 

Our  sophisticated  fire 
detection  and  suppression  sys- 
tems are  used  around  the 
globe  to  protect  ships, 
planes,  oil  rigs,  power 
stations,  computer  cen- 
ters, pipelines  and 
hospitals. 

For  more  informa- 
tion, write  us,  at  Box 
456  B ,  Two  Oliver 
Plaza,  Pittsburgh, 
PA  15230. 


The  government  says  it  will  have  to  spend 
vast  sums  soon  to  save  the  uranium  en- 
richment industry.  Will  it  happen? 


$10  billion 
question 


years  ago.  Then  France  and  a  Europe- 
an consortium  known  as  URENCO — 
made  up  of  Britain,  West  Germany 
and  the  Netherlands — entered  the 
business  with  their  own  enrichment 
facilities. 

The  competition  had  a  big  advan- 
tage: cheap  power.  Unlike  France, 
which  has  captive  power,  and  the  con- 
sortium, which  already  uses  the  gas- 
centrifuge  process,  the  U.S.  must  buy 
high-priced  electricity  for  enrichment 
and  thus  faces  huge  power  costs  in 
operating  its  old,  energy-intensive  en- 
richment plants.  The  bill  for  electric- 
ity alone  at  the  three  plants  runs  al- 
most $1  billion  a  year,  making  it  nec- 
essary for  the  U.S.  to  charge  far  more 
for  the  finished  product  than  its  Euro- 
pean competitors. 

Largely  because  of  this  price  differ- 
ence, France  and  URENCO  have  cap- 
tured a  fat  chunk  of  the  foreign  mar- 
ket. The  U.S.  is  now  left  with  just  a 


By  Carol  E.  Curtis 


T|he  project  is  the  biggest  thing 
ever  to  hit  Portsmouth,  Ohio. 
When  completed,  the  buildings 
will  be  large  enough  to  hold  32  foot- 
ball fields.  The  cost — $10  billion — is 
over  twice  the  price  of  such  hotly 
debated  construction  projects  as  the 
Clinch  River  breeder  reactor,  making 
it  the  single  biggest  government  proj- 
ect ever  built  at  a  single  site. 

Outside  the  Department  of  Energy, 
few  know  the  project  even  exists.  Un- 
til recently  the  Gas  Centrifuge  En- 
richment Plant  (GCEP)  was  largely 
the  concern  of  technical  specialists. 

Government  nuclear  experts  want- 
ed it  that  way.  But  now,  threatened 
with  the  loss  of  funds  to  finish  the 
huge  plant,  DOE  bureaucrats  are  tak- 
ing their  case  to  the  public  and  saying 
that  the  fate  of  another  ailing  U.S. 
industry  hangs  in  the  balance. 

GCEP  has  become  the 
battleground  for  the  U.S. 
uranium  enrichment  in- 
dustry— a  $2  billion  (sales) 
government  enterprise  that 
has  been  run  like  a  business 
since  its  startup  in  1945.  In 
three  plants  at  Portsmouth, 
Oak  Ridge,  Tenn.  and  Padu- 
cah,  Ky.  some  5.1  million 
pounds  of  uranium  each 
year  are  made  usable  as  fuel 
for  nuclear  reactors. 

The  material  is  then  sold 
tc  utilities  throughout  the 
Free  World.  Two-thirds 
winds  up  in  the  U.S.;  the 
rest  goes  to  foreign  custom- 
ers. By  law,  all  the  indus- 
try's costs  must  be  recov- 
ered through  uranium  sales. 

The  U.S.  held  a  virtual 
monopoly  in  this  highly  lu- 
crative business  until  six 


We  Gas  Centrifuge  Enrichment  Plant  at  Portsmouth,  Ohio 
Staying  in  the  business  doesn't  come  cheap — or  small 


35%  share,  and  even  that  is  declining. 

Enter  the  GCEP.  The  technology 
employed  by  GCEP  uses  less  than  one- 
twentieth  the  power  of  the  old  plants, 
the  government  says,  meaning  the 
U.S.  can  make  its  price  competitive 
once  again — if  only  it  finishes  the 
plant.  "Without  the  centrifuge  project, 
the  foreign  market  will  go  to  the  com- 
petition," declares  William  Voigt, 
head  of  DOE's  enrichment  program. 

Voigt  also  fears  that,  without 
GCEP,  U.S.  utilities  will  buy  enriched 
uranium  from  foreign  sources  because 
their  product  is  far  cheaper.  At  least 
one  utility,  South  Carolina  Electric  & 
Gas  Co.,  is  already  planning  to  pur- 
chase its  enriched  uranium  from 
France.  "If  we  don't  keep  this  industry 
viable,"  warns  Voigt,  "we  could  be- 
come as  vulnerable  in  uranium  as  we 
are  in  oil." 

Last  year  the  General  Accounting 
Office  recommended  to  Congress  that 
the  project  be  shelved.  The  GAO  cited 
three  reasons:  Demand  for  uranium  is 
down  worldwide;  GCEP  may  not  be  as 
cheap  to  operate  as  the  DOE  believes; 
and  even  when  the  new  plant  is  com- 
pleted, foreign  business  isn't  likely  to 
improve  much.  When  Congress  holds 
hearings  in  a  few  weeks  to  decide 
whether  to  continue  funding  GCEP, 
foes  of  the  project  like  Representative 
Richard  Ottinger  (D-N.Y.)  are  likely 
to  be  brandishing  the  report  as  evi- 
dence that  the  plant  is  not  needed, 
and  crying  "pork  barrel." 

To  legislators  under  pressure  to 
slice  the  budget,  the  chance  to  save 
billions  may  seem  tempting.  But 
Voigt,  who  has  been  in  charge  of  the 
U.S.  enrichment  program  for  more 
than  a  decade,  has  learned  a  thing  or 
two  about  how  to  make  Congress 
pay  attention. 

Our  enrichment  industry 
has  already  lost  two-thirds 
of  its  market  to  foreign 
competition,  he  points  out. 
Do  we  really  want  to  face 
the  consequences  of  ceding 
what  remains  of  U.S.  lead- 
ership in  this  historic  asset? 
Worse,  do  we  want  to  invite 
foreigners  to  set  the  terms 
under  which  we  buy  nucle- 
ar fuel,  as  they  already  do 
for  much  of  our  oil? 

On  the  other  hand,  he  ar- 
gues, "if  we  can  just  get 
that  plant  built,  we  can  get 
our  market  share  back  to 
100%."  So  Congress  gets 
yet  another  chance  to  be 
penny-wise  and  pound- 
foolish.  Only  this  time 
even  the  pennies  add  up  to 
$10  billion.  ■ 
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We're  keeping  the  feathers  dry. 


Before  the  last  four  flights  of  America's 
most  famous  bird,  the  Columbia  space 
shuttle,  our  "Scotchgard "  Brand  Fabric 
Protector  was  sprayed  right  from  the  can 
onto  the  shuttles  surface.  It's  the  same 
product  you  buy  to  protect  clothes  and 
furniture. 

On  the  Columbia  it  kept  rain  from  seeping 
into  the  surface  tiles. 

That  solved  a  problem  from  the  Columbia's 
first  flight,  when  moisture  in  the  tiles  froze 
in  the  cold  of  space,  expanded,  cracked 


the  tiles  and  endangered  a  safe  re-entry. 

When  people  ask  us  to  solve  tough  prob- 
lems, we  often  have  the  solution  right  on 
the  shelf. 

Then  too,  by  listening  to  people's 
needs,  we've  pioneered  over  200  high- 
performance  consumer  products.  We  make 
everything  from  sandpaper  and  skincare 
products  to  home  video  and  computer  tape. 

And  it  all  began  by  listening. 

3M  hears  you... 


r~For  your  free  3M  Consumer  Products  I 
Brochure,  write:  Department  070202/3M 
PO.  Box  4039,  St.  Paul,  MN  55104. 

Name  


Address. 
City  


.State. 


.Zip. 


Or  call  toll-free:  1-800-323-1718, 

Operator  367.  (Illinois  residents  call 
|  1-800-942-8881.) 


3M 


Are  hotels  so  socially  useful  that  the  gov- 
ernment should  offer  hundreds  of  millions 
in  order  to  subsidize  them? 


The  nation's 
innkeeper 


By  Desiree  French 

T|  he  next  time  you  are  pondering 
the  incredible  federal  budget 
deficit,  try  doing  so  in  the  new 
Hilton  hotel  in  Allentown,  Penna.  or 
the  gleaming  new  Baltimore  Hyatt  in 
Maryland.  You  will  be  closer  to  the 
problem  than  you  think.  In  just  over 
four  years  the  hotel  industry  has  col- 
lected $545  million  in  subsidies, 
grants  and  loans  for  hotels  or  related 
facilities  from  the  Department  of 
Housing   &   Urban  Development's 


(HUD)  action  grant  program.  The 
Small  Business  Administration  has 
funneled  an  additional  $550  million 
in  loans  and  loan  guarantees  to  hotels 
and  motels  over  a  couple  of  decades. 

Why  does  the  government  love  ho- 
tels? They  provide  jobs,  to  begin 
with — jobs  in  construction,  and  then 
jobs  for  the  inner  cities'  poor,  making 
beds  and  carrying  suitcases.  They  also 
build  a  vast  political  constituency: 
The  money  gets  spread  around  among 
real  estate  developers,  building  con- 
tractors, steel  and  cement  suppliers. 


Construction  unions  are  happy,  and 
HUD  gets  to  polish  its  image  with 
big-city  mayors. 

Hotels  and  such  related  facilities  as 
convention  centers  or  parking  garages 
have  garnered  24%  of  the  $2.3  billion 
handed  out  by  HUD  since  1978  to 
depressed  cities  in  the  Urban  Devel- 
opment Action  Grant  (UDAG)  pro- 
gram. By  the  time  the  figuring  was 
done  on  who  was  depressed,  such 
cities  as  Minneapolis,  Cincinnati,  San 
Antonio  and  New  York  qualified  for 
grants.  The  Hyatt,  Hilton,  Marriott, 
Radisson,  Sheraton  and  Holiday  Inn 
chains  have  cashed  in  on  the  program, 
which  has  issued  135  grants  for  ho- 
tels. Why  does  the  government  subsi- 
dize prosperous  chains?  "You  want 
somebody  who  isn't  going  to  fail  in 
three  years,"  reasons  Cicero  Wilson  of 
the  American  Enterprise  Institute. 
"That's  a  critical  factor." 

Hotels  can  also  be  financed  with 
industrial  revenue  bonds.  In  fact, 
Congress  added  a  loophole  three  years 
ago,  which  in  effect  doubled  the  size 
of  projects  that  could  be  financed  with 
revenue  bonds.  Now,  as  long  as  5%  of 
a  project  is  funded  by  a  HUD  action 
grant,  the  first  $10  million  of  capital 
costs  of  a  project  is  exempt  from  the 
$10  million  IRS  capital  cost  ceiling. 
That  means  that  for  a  project  costing 
up  to  $20  million  a  developer  can  still 


Canon  copiers. 
They  follow  h  a  natural  order. 
From  a  bask  compact  to 
compact  systems. 
To  clearly  onswer  specific  needs. 

Now  you  can  choose  the  exact  copier 
you  need.  The  right  speed,  the  right 
features,  the  right  price.  From  the  full  line 
of  Canon  plain  paper  copiers. 

All  incorporate  the  exclusive  Canon 
Toner  Projection  System  which  allows  the 
use  of  dry  monocomponent  toner  on  plain 
paper  The  copying  trend  of  the  future. 
They're  all  Canon  micronics  copiers  too. 
Which  means  simple  operation  and  reliability. 

Whatever  your  copying  needs,  there's 
a  Canon  copier  that's  a  natural. 


Canon 


IMP 


PLAIN  PAPER  COPERS 


The  Canon  NP-120  OneToudi. 
Bask  simplicity  and  cost  efficiency. 

So  simple  there  isn't  even  a 
power  switch  Just  touch  the 
copy  key  and  copying  begins 
instantly.  Twelve  copies  a 
minute.  Shuts  off  automatically. 
Perfect  for  offices  that  need  a 
few  quick  copies  at  a  time. 


The  Canon  NFM25  OneToudi  More. 
Enlarges  as  weJI  as  reduces. 

All  the  advantages  of  the  basic 
One  Touch  copier,  plus  a  touch 
more.  Reduces  oversize 
documents  to  convenient  letter 
size.  Enlarges  maps,  fine  print, 
detailed  drawings  A  first  in  its 
class  and  for  its  price 


Canon  NP-ZKL 

The  compacl  copier  of  a  dH 

More  speed,  even  an  ( 
mini-sorter  in  a  truly  cc 
copier  With  space-sa\ 
copyboard.  Twenty-on 
letter-size  copies  a  mir 
Copies  up  to  11"  x  17* 


B  1962  Canon  USA  Inc 


use  industrial  revenue  bond  financing 
and  so  save  2%  to  3%  on  the  interest 
rate  charged  on  a  conventional  loan. 

Wouldn't  the  hotels  be  built  with- 
out such  handouts?  No,  according  to 
the  industry,  HUD  and  the  cities. 
"The  vast  majority,  if  not  all,  of  the 
hotels  would  not  have  been  able  to 


build  because  of  financing  problems. 
Urban  development  action  grants  en- 
abled them  to  go  on,"  says  Hilton 
Hotels  Corp.  Executive  Vice  Presi- 
dent Gregory  Dillon  approvingly. 

But  that  is  precisely  the  point  of 
market  economics:  Those  hotel  proj- 
ects could  not  satisfy  the  exacting  re- 


quirements of  conventional  financ- 
ing; competing  uses  for  scarce  capital 
beat  them  out.  If  they  had  never  been 
built,  perhaps  hotel  occupany  rates 
nationwide  would  be  above  the  cur- 
rent 63%.  Then  new  hotels  might  be 
built  where  needed.  The  govern- 
ment's river  of  benefits  has  thrown 
this  process  completely  out  of  kilter. 

Of  course,  La  Crosse,  Wis.  is  not 
complaining — UDAG  money  helped 
build  a  convention  center  there.  La 
Crosse  is  a  small  city  (pop.  48,347), 
home  of  the  University  of  Wisconsin- 
La  Crosse;  it  has  two  main  employers, 
G.  Heileman  Brewing  Co.  and  Trane 
Co.  Because  of  the  convention  center, 
La  Crosse  has  a  new  Radisson  Hotel. 
"Radisson  wouldn't  have  located  in 
the  area  without  the  convention 
center,"  says  a  city  official.  The  con- 
vention center  was  used  75%  of  the 
time  last  year. 

Half  a  billion  dollars  for  hotels  is 
small  beer  in  the  huge  federal  deficit. 
But  look  at  it  another  way:  The  hotel 
money  appears  to  have  flowed  with 
hardly  any  debate  in  the  same  Con- 
gress that  jawed  and  wrangled  and 
bleated  for  months  before  guarantee- 
ing $1  billion  of  loans  for  Chrysler. 
The  next  time  you're  thinking  about 
priorities,  do  so  in  the  cocktail  lounge 
of  a  glittering  new  hotel.  It  may  have 
been  built  with  HUD  money.  ■ 


K)  Series. 

iff.  And  nothing  but. 

s  than  30  letter-size  copies  a  minute.  The 
inience  of  reduction.  Document  feeding, 
rd  on  the  NP-300F.  Even  a  choice  of 
rters  That's  what's  good  about  the 
300  Series  copiers.  They're  full-featured, 
j  trim. 


Canon  NP-400  Series. 
Speed,  reduce,  enlarge,  feed  and  collate  with 
the  fastest  desktop  copiers  in  their  class. 

Forty  letter-size  copies  a  minute  is  just  the 
beginning.  The  NP-400  Series  offers  two  reduction 
modes,  one  enlargement  mode  An  optional  sorter, 
too.  A  choice  of  NP-400F  with  document  feeder  or 
the  NP-400  with  fixed  copyboard.  Console  system 
speed  and  features  in  less  space  and  at  lower  cost. 


Canon. 

The  natural  choke  in  facsMh  too.  <* 

They're  unmatched  The  Canon 
FAX-401  is  the  first  Group  III  fax  ^WrT"' 
to  enlarge  as  well  as  reduce       ^R*-"  « 
•'■ii, i  i  anon     ^Jfi^.-'" '-?L 

FAX-601  is  unsurpassed     A  ^9  .''  <? 
for  copy  clarity  at  w^^'V^ 
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For  a  change,  here's  a  market  Americans 
are  winning  back  from  the  Japanese. 


Surrender, 
you're  on 
candid  camera 


By  John  R.  Dor f man 


T|he  arrest  in  December  of 
lames  Lewis  on  extortion 
charges  in  connection  with  the 
Tylenol  poisoning  case  flashed  a  light 
on  a  small  but  fast-growing  market — 
surveillance  cameras.  It's  a  market 
that  U.S.  manufacturers  started,  lost 
to  the  Japanese  and  now  are  laboring 
to  win  back,  with  some  success. 

In  November  the  FBI  viewed  video- 
tapes made  at  hundreds  of  retail  loca- 
tions in  New  York  City.  One,  taped  at 
an  undisclosed  location,  showed  Lew- 
is, who  was  later  arrested  at  the  New 
York  Public  Library.  But  law  enforce- 
ment is  only  a  sliver  of  the  market. 
The  cameras  have  a  slew  of  applica- 
tions, from  guarding  plants  and  banks 
to  monitoring  the  blackjack  tables  in 
Las  Vegas  and  Atlantic  City. 

Equipment  producers  (see  chart)  sell 
about  $200  million  of  surveillance 
equipment  annually  to  a  network  of 
perhaps  2,500  dealers  and  installers. 


They,  in  turn,  charge  customers  some 
$400  million  a  year  for  the  same 
equipment,  installed.  Growth  is 
about  15%  per  year. 

Figure  on  $800  to  $1,000  at  retail 
for  a  single  camera  connected  by  ca- 
ble to  a  single  monitor.  Multiply  that 
by  the  number  of  cameras  you  need. 
You  might,  perhaps,  throw  in  a 
switcher  so  a  single  monitoring  sta- 
tion can  look  at  each  location  in  turn; 
that  costs  around  $250  to  $500.  Then 
you  may  want  a  videotape  recorder 
for  $5,000  or  so.  RCA,  for  example, 
sells  a  taping  unit  that  can  record  up 
to  300  hours  of  time-lapse  photos, 
spaced  up  to  2Vi  seconds  apart.  A 
bank  robber  can  dash  across  a  room 
in  2Vi  seconds,  so  when  a  teller  trips 
an  alarm  the  machine  will  switch 
from  time  lapse  to  "real  time"  and 
take  a  movie  of  your  suspect. 

In  the  early  1960s  suppliers  of  these 
goodies  included  such  American 
firms  as  General  Electric,  Westing- 
house  and  Blonder-Tongue  (a  private 


Market  snapshot 


Americans  and  Japanese  are 
neck-and-neck  in  the  struggle 
to  control  the  U.S.  market  for 
surveillance  equipment. 
Only  an  eyelash  separates 
the  market  shares 
of  top  producers 
RCA  and  Panasonic. 


Sanyo— 10% 


RCA — 29% 


Panasonic — 28°'< 


Koyo — 5% 
GBC-^3% 
Ikegami — 3° 
Motorola!  VCS)— 4%' 
General  Electric — 3% 


lavelin  (Kiddel 

5% 


firm  now  in  cable  television).  But 
then  the  Japanese  moved  in,  with 
large  investments,  low  labor  costs  and 
huge  production  runs.  They  equaled 
or  surpassed  U.S.  manufacturers  in 
quality  and  beat  them  on  price.  For  a 
while,  Ikegami  Electronics  was 
prominent.  Riding  its  coattails  was 
GBC  Closed  Circuit  TV  Corp.,  a  New 
York  City-based  outfit  that  distribut- 
ed Ikegami  products.  Today  the  two 
have  split.  GBC,  which  now  makes  its 
own  cameras,  is  struggling  to  stay  in 
the  black.  Meanwhile,  Ikegami, 
which  now  sells  its  own  equipment, 
was  eclipsed  in  price  and  quality  by 
Panasonic,  a  unit  of  Matsushita. 

Panasonic  held  the  market  leader- 
ship in  the  early  1970s  when  it  and 
yet  another  Japanese  competitor, 
Sanyo,  had  about  50%  of  the  market. 
Along  with  very  competitive  equip- 
ment, Panasonic  has  emphasized  ser- 
vice. It  markets  through  only  350  to 
400  dealers,  says  marketing  manager 
Milton  Landau,  ones  who  "know  how 
to  design  systems."  So  far,  it's  a  de- 
pressingly  familiar  story.  But  this 
time  American  manufacturers  are 
battling  back. 

Since  1974  Panasonic  has  had  a 
tough  fight  on  its  hands.  In  1981  it 
lost  its  lead  to  an  American  competi- 
tor. Who?  None  other  than  much- 
criticized  RCA.  What's  more,  RCA, 
which  used  to  farm  out  some  camera 
assembly  to  Taiwan,  now  makes  all 
its  cameras  in  Lancaster,  Penna. 

"With  integrated  circuits  and  auto- 
mated manufacturing  techniques,  we 
can  make  them  more  cheaply  here, 
considering  transportation  and  inven- 
tory costs,"  says  Victor  Houk,  mar- 
keting manager  for  RCA's  solid-state 
systems  department.  RCA's  basic  sur- 
veillance camera  is  down  from  about 
240  parts  to  146.  "Integrated  circuits 
let  us  reduce  the  part  count  tremen- 
dously, which  reduced  labor  costs  tre- 
mendously," says  Houk.  "We  stopped 
all  Taiwan  production  gradually,  end- 
ing in  1982.  There  is  definitely  a 
trend,  not  just  with  RCA,  to  bring 
things  back." 

How  else  does  RCA  compete  with 
the  Japanese?  Partly  through  willing- 
ness to  take  custom  orders.  "The  Japa- 
nese specialize  in  long  production 
runs,"  says  Houk.  "We  are  ready  to 
modify  a  camera  for  an  order  as  small 
as  200."  RCA's  other  secret  is  special- 
izing in  high-tech  cameras  that  re- 
quire almost  no  light  to  function. 
Low-light  cameras  account  for  less 
than  one-fifth  of  unit  volume  but  earn 
about  one-third  of  dollar  volume. 

Credit  RCA  with  bringing  home  a 
nice  chunk  of  business.  More  impor- 
tant, is  this  a  straw  in  the  wind?  ■ 
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FALL  M  LOVE  M 
9  SECONDS  FLAT 

The  Volvo  Turbo  can  hurtle  you  from  a  standing 
start  to  maximum  legal  speed  in  a  mere  9  seconds. 

Its  turbo-charged  4-cylinder  engine  can  blow  a 
V-8  off  the  road.  It  has  caused  automotive  writers  to 
use  descriptions  like  "Spectacular."  "A  blast."  "Like 
cutting  in  an  afterburner." 

If  that's  the  kind  of  driving  excitement  you 
thought  had  vanished  with  the  muscle  cars  of  the 
past,  test  drive  a  Volvo  Turbo. 

It  could  rekindle  your  love  affair  with  the  car. 

THE  TURBO 

By  Volvo. 


The  new  TI 
Professional  Computer* 
It  makes  you  the  one 
with  the  answers* 


L 


Delay's  business  executive  is  faced  with 
world  of  questions.  Questions  about 
•oductivity.  Cost  control.  And  the 
Dttom  line. 

To  help  you  come  up  with  the 
iswers  and  alternatives,  we  introduce 
le  newTexas  Instruments  Professional 
bmputer.  The  one  with  the  power, 
le  expandability,  the  easiest-to-use 
iyboard,  extremely  high  resolution 
aphics,  and  a  broad  array  of  software. 


System  Unit 

16-bit.  8088  microprocessor 

64K  byte  RAM.  expandable  to  256K  bytes 

4K  byte  graphics  display  memory 

5-slot  expansion  bus 

Keyboard 

Specially  designed  low  profile 
Popular  typewriter  layout 
97  keys,  including  12  function  keys 
Separate  numeric  keypad  and  cursor  control 
clusters 

Tactile  response,  for  quick  positive  entry 
Upper-  and  lower-case  letters 
Display  Units 

12-inch  monochrome  (green  phosphor)  or 
13-inch  full-color,  25  lines  x  80  columns 
High  resolution.  720  x  300  pixels 
Mass  Storage 

Built-in  320K  byte  diskette  standard 
Additional  internal  storage  of  320K  byte 

diskette,  or  5  or  10  Mbyte  Winchester  disks 

optional 


SPECIFICATIONS - 


All  the  leading  operating  systems 
and  programming  languages  are  avail- 
able. You  can  use  many  popular  applica- 
tion programs  from  the  best  software 
suppliers  to  help  you  create  spread- 
sheets, do  word  processing,  construct 
graphics,  communicate  with  other 
data  bases  or  create  your  own.  All  of 
which  lets  you  control  assets,  manage 
your  time,  and  make  projections  for 
tomonow's  performance — today. 


Communications  Options 

300  BPS  or  300/1200  BPS  internal  modem 
TTY  3780 

3270  SNA  stand-alone  (Summer  1983) 
3270  BSC  and  SNA  cluster  (Fall  1983) 
Operating  Systems 

MS '"-DOS,  Digital  Research*"  CP/M-86®,  and 
Concurrent  CP/M-86'".  UCSD  p-System'" 
Languages 

BASIC.  COBOL.  FORTRAN.  Pascal 

Applications  Software 

Over  100  programs  available  from  the  most 
popular  software  vendors  such  as  Micro- 
soft, Ashton-Tate,  Micro-Pro,  I  US,  Sorcim, 
Peachtree,  BPI,  Lifeboat  and  others 

Printers  (Available  Spring  1983) 

150-cps  TI  850  Series  for  most  applications 

FOOTNOTES:  MS-DOS  is  a  trademark  of  Microsoft 
Corporation  CP/M-86  and  Concurrent  CP/M-86  are 
trademarks  of  Digital  Research,  Inc.  UCSD  p-System 
is  a  trademark  of  the  Regents  of  the  University  of 
California. 


And  for  a  clear  "hard  copy"  print- 
out of  information,  you  can  rely  on  the 
new  850  Series  printers,  made  by  Texas 
Instruments  especially  for  the  new  TI 
Professional  Computer 

In  short,  the  TI  Professional  Com- 
puter helps  you  make  better  business 
decisions  based  on  better  information. 
With  the  performance  and  reliability 
you  expect  from  TI. 

If  you're  on  your  way  up,  the  new 
Texas  Instruments  Professional  Com- 
puter can  help.  Because  it  makes  you 
the  one  with  the  answers. 

For  full  information  and  a  demon- 
stration, visit  your  local  computer 
dealer,  or  write:  Texas  Instruments, 
Dept.  1A,  PQ  Box 402430,  Dallas, 
Texas  75240.  Or  call  toll-free: 
1-800-527-3500. 

Creating  useful  products 
and  serv  ices  U  >r  y<  >u. 

Texas 
Instruments 
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Risk.lfcu  must  size  up  each  situation  precisely. 

No  matter  what  kind  of  risks  your  business  faces,  Corroon  &  Black  can 
help  you  afford  them.  We've  developed  some  very  sophisticated  techniques 
that  forecast  future  losses  and  quantify  appropriate  risk  retention  levels.  This 
enables  us  to  give  better  advice  on  the  best  way  to  finance  your  risks. 

It's  the  kind  of  expertise  you'd  expect  from  one  of  the  top  business 
insurance  brokers  in  the  world.  So.  contact  us.  We'll  show  you  there  are  ways 
to  face  risks  without  taking  too  much  of  a  chance. 

CORROON  &  BLACK 

Putting  insurance  risks  into  perspective. 

Weill  Street  Plaza.  New  York.  N.Y.  10005  •  212-363-4100 


So  you  think  big  spending  for  modern 
plants  is  a  good  sign?  Then  you  don't 
know  about  Burlington  Industries. 


He  talks  a 
good  game 


treated  skeptically  even  within  their 
own  school  (Forbes,  Jan.  17).  But  nev- 
er mind.  Bill  Klopman  wants  you  to 
know  that  Burlington  is  one  of  the 
rare  farsighted  ones.  No  emphasis  on 
short-term  results  here,  he  says.  Bur- 
lington spent  $222  million  on  plant 
and  equipment  last  year  and  expects 
to  lay  out  $173  million  more  in  1983. 
Indeed,  the  Greensboro,  .  N.C. -based 
company — the  largest  textile  manu- 
facturer in  the  nation  and  a  maker  of 
furniture  and  carpeting  (Lees  and 
Monticello) — has  spent  something 
like  $1.5  billion  since  1977. 
But  maybe  Klopman  shouldn't  be 


By  Richard  L.  Stern 


Want  to  know  what's  wrong 
with  American  industry? 
Burlington  Industries  Chair- 
man William  A.  Klopman  will  tell 
you.  "American  industry,"  he  says  in 
his  company's  1982  annual  report, 
"has  demonstrated  an  unhealthy  ob- 
session with  short-term  results." 
That's  neither  a  highly  original 
thought,  nor  a  particularly  brilliant 
one.  Klopman  is  simply  echoing  a 
couple  of  Harvard  Business  School 
professors  whose  simplistic  diagnosis 
of  what  ails  American  business  is 


Burlington  Chairman  William  Klopman  ( right )  and  President  Frank  Greenberg 
But  what  happens  when  you  want  to  make  the  polka  dots  pink? 


quite  so  contemptuous  of  the  short- 
term  bottom  line.  His  own  company's 
profit  last  year  was  $52.5  million  on 
sales  of  $2.9  billion,  compared  with 
198 l's  record  $115.3  million  on  $3.3 
billion  in  sales.  That's  no  modest  dip. 

Yes,  we  know  there  was  the  reces- 
sion in  1982  and  a  flood  of  cheap  for- 
eign imports,  particularly  from  the 
People's  Republic  of  China.  But  Bur- 
lington seems  terribly  accident-prone. 
Its  occasional  good  years  are  almost 
invariably  followed  by  poor  years,  and 
the  overall  results — whether  mea- 
sured as  a  return  on  equity  or  on  rev- 
enues— are  unacceptably  low.  Bur- 
lington's return  on  sales  from  1977 
through  1981  averaged  5%,  against 
about  7%  for  seven  major  competi- 
tors. Return  on  equity  averaged  8.2%, 
against  the  group's  11.5%.  Can  there 
be  such  a  thing  as  an  unhealthy  obses- 
sion with  long-term  results? 

Burlington's  huge  capital  spending 
program  since  1977  has  shown  very 
little  in  material  results.  It  has  yet  to 
achieve  $1  per  annum  increase  in  rev- 
enues for  every  dollar  it  has  spent,  a 
long-standing  rule  of  thumb.  During 
the  five  years  through  1981,  Burling- 
ton spent  $1.08  billion  on  plant, 
equipment,  etc.,  and  revenues  went 
up  $875  million.  Now  look  at  some  of 
the  competition.  Springs  Mills,  notes 
Pamela  Singleton  of  Merrill  Lynch, 
spent  $134  million  over  the  same  pe- 
riod and  generated  $446  million  more 
in  revenues.  West  Point-Pepperell 
spent  $186  million  and  achieved 
$2.18  more  in  1981  revenues  for  every 
dollar  it  spent.  Profits  there  were  40% 
higher  in  1981  than  in  1977. 

What's  making  the  difference?  We 
wanted  to  put  the  question  to  either 
Klopman  or  Burlington  President 
Frajik  Greenberg,  but  neither  would 
talk  to  Forbes.  Considering  their  poor 
records,  one  can  scarcely  blame  them. 
But  there  is  no  dearth  of  analysts  who 
are  familiar  with  the  Klopman  strate- 
gy. They  point  out  that  Burlington's 
thrust  has  been  to  become  the  low- 
cost  producer,  with  big,  expensive 
state-of-the-art  plants  designed  for 
long  runs  and  big  volume.  The  trouble 
is  that  complex  plants  like  these  can't 
be  shifted  easily  from  manufacturing 
one  product  to  manufacturing  an- 
other as  fashions  and  demand  change; 
and  textiles,  if  you  haven't  heard,  are 
a  fashion  business. 

"If  they're  manufacturing  blue  pol- 
ka dots  and  you  want  pink  polka  dots, 
you've  got  to  go  somewhere  else," 
says  one  industry  expert.  Much 
worse,  when  denim  and  corduroy  be- 
come less  fashionable,  as  happened 
two  years  ago,  big,  costly,  specialized 
denim  and  corduroy  plants  have  their 
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Meet  the  people 
who  eome  to 
The  Caymans. 

You  may 
be  one  of  them! 

Mostly  professional  or 
managerial.  Business  executives. 
Lawyers,  doctors.  Lots  of  divers, 
honeymooners  and  families. 

Many  come  just  to  relax.  Enjoy 
the  near-perfect  weather.  Get  a  tan 
on  uncrowded,  unspoiled  white 
sand  beaches. 

Others  come  to  dive  or  snorkel  in 
the  world's  most  spectacular 
undersea  wonderland.  Play  tennis. 
Catch  a  big  one  off  Cayman  Brae. 
Or  go  bone  fishing  on  Little 
Cayman.  Or  just  do  nothing.  Read 
a  book  and  swing  in  a  hammock 
secure  in  the  knowledge  that  they 
are  in  a  British  Crown  Colony  with 
a  tradition  of  law  and  order  and  the 
highest  standard  of  living  in  the 
West  Indies. 

More  and  more  families,  friends 
and  couples  prefer  to  stay  in 
beautiful  apartments  with  fully 
equipped  kitchens.  Save  a  mint  on 
meals.  Or  tending  bar.  But  in  the 
evening,  most  dine  out  in  some  of 
the  finest  restaurants  in 
the  Caribbean. 

Since  there  are  no  casinos  and  no 
golf,  obviously  these  are  very 
special  people.  If  you  are  one  of 
them,  you  will  enjoy  the  Caymans. 

An  hour's  flight  from  Miami  on 
Cayman  Airways.  A  little  longer 
from  Houston. 

Good  travel  agents  know  about 
the  Caymans.  Or  write  or  call  for 
color  brochure.  (305)  444-6551. 


Carman  7s  Islands 
Department  of  Tourism 

250  Catalonia  Ave. 
Coral  Gables,  FL  33134 
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capacity  reduced.  According  to 
industry  sources,  Burlington 
has  been  moving  the  stuff  out 
with  drastic  price  slashes.  Still 
wonder  why  return  on  sales  is  as 
poor  as  it  is? 

The  real  underlying  problem 
seems  to  be  that  Burlington's 
basic  strategy  is  wrong.  C.  Jack- 
son Grayson,  chairman  of  the 
American  Productivity  Center, 
which  analyzes  capital  spend- 
ing, feels  that  a  strategy  based 
on  getting  costs  down  with  long 
production  runs  at  the  expense 
of  flexibility  is  an  antiquated 
concept,  left  over  from  the  days 
of  the  Industrial  Revolution.  He 
points  to  those  perennial  manu- 
facturing paragons,  the  Japa- 
nese. In  Japan  many  modern 
plants  are  deliberately  designed, 
he  says,  for  small  batches, 
"which  drastically  cuts  ma- 
chine setup  time."  That,  of 
course,  means  there's  no  need 
for  large  inventory  buildups  and 
it  also  makes  for  quicker  response  to 
market  changes. 

That  manufacturing  philosophy 
characterizes  some  of  Burlington's 
competitors,  which  explains  why 
they  are  doing  better.  Kay  Norwood  of 
Interstate  Securities  says  that  West 
Point-Pepperell  had  three  plants  going 
full  tilt  at  the  top  of  the  corduroy  fad; 
now,  two  years  later,  it  has  about  half 
a  plant,  with  the  others  converted  to 
new  consumer  demands. 

Apparently  Bill  Klopman  simply 
■misjudged  the  degree  of  change  in 
the  U.S.  economy  from  the  days  when 
J.  Spencer  Love  put  together  Burling- 
ton as  a  giant  conglomerate  from 
scores  of  small  manufacturing  compa- 
nies. In  those  days,  volume  and  big 
plants  were  the  name  of  the  textile 
game.  Managerial  genius  consists  not 
in  blindly  following  a  policy  that  once 
led  to  success  but  in  an  ability  to 
know  when  it  is  time  to  change  strat- 
egies. Klopman  seems  to  have  missed 
the  bus. 

Present  and  former  employees 
blame  Klopman — whom  they  sar- 
donically call  Kaptain  Krunch — for 
much  of  the  company's  trouble.  They 
say  he  is  an  isolated  chief  executive 
who  doesn't  take  kindly  to  dissenting 
points  of  view.  Executives  who  have 
left,  and  there  are  many,  feel  there  is 
no  future  for  them  at  Burlington. 

Klopman  comes  in  for  a  good  deal  of 
criticism  for  Burlington's  big  move 
into  textured  fabrics — a  polyester  that 
stretches  easily  and  is  used  in  sports 
clothes.  Klopman  had  a  lot  of  faith  in 
that.  A  flop.  So  a  specialized  S200 
million-plus  plant,  opened  in  1979  in 


Where's  the  payoff? 


Burlington  has  spent  a  fortune  on 
big,  new  mills.  Too  bad  they  were 
not   the   right    kinds   of  mills. 
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Richmond  County,  N.C.,  sits  inactive 
one  week  a  month. 

In  a  desperate  measure  to  bail  him- 
self out,  Klopman  helped  drive  a 
wedge  between  this  country  and  the 
People's  Republic  of  China,  which  has 
become  one  of  the  largest  textile  man- 
ufacturing countries  in  the  world.  As 
last  year's  chairman  of  the  American 
Textile  Institute,  Klopman  lobbied 
hard  for  new  trade  agreements  to  limit 
textile  imports  from  China  and  else- 
where. The  U.S.  government  appears 
to  be  going  along — for  now.  But  the 
Chinese  have  begun  to  retaliate  by 
cutting  back  on  U.S.  imports,  and  so 
Klopman 's  victory  seems  to  have  been 
achieved  at  considerable  cost  to  other 
American  interests,  both  political  and 
economic.  Klopman,  at  61,  seems  se- 
cure in  his  position,  but  his  stock- 
holders have  little  to  be  grateful  to 
him  for.  The  stock,  which  traded  in 
the  S40  range  from  1965  to  1973,  has 
yet  to  get  back  to  those  levels  and 
recently  was  at  $29.  The  dividend  last 
year  was  $1.52,  compared  with  SI. 50 
in  1974.  But  aside  from  employee 
stock  plans,  Klopman  holds  only  1,000 
shares.  His  reward  comes  as  salary  and 
bonus.  Last  year  he  collected 
S540,Q00.  In  1978  the  executive  bonus 
system  was  switched  in  such  a  way 
that  executive  compensation  was  tied 
to  increases  in  book  value;  to  enhance 
book  value,  Burlington,  almost  alone 
in  its  industry,  capitalizes  startup 
costs.  And  recent  proxies  reveal  that 
Klopman  has  covered  himself  against 
a  potential  takeover. 

Moral:  Beware  of  CEOs  who  parrot 
pretentious  academic  jargon.  ■ 
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WHY  BUY  A  BIG  NAME  TYPEWRITERTHAT 

BREAKS  DOWN  EVERY  SIX  MONTHS, 
/HEN  YOU  CAN  BUY  A  HERMES  ELECTRONIC 

AND  WAIT  FIVE  YEARS. 

The  true  test  of  a  typewriter  is  how 
long  it  runs  before  it  stops. 

In  endurance  tests  in  Switzerland, 
the  Hermes  electronic  51  typed  an 
incredible  5,000  hours  before  needing  an 
adjustment.  That's  equivalent  to  more 
than  five  years  of  average  office  use! 

Engineered  in  Switzerland,  each 
Hermes  typewriter  is  hand-assembled  by 
technicians  who  are  nothing  less  than 
fanatical  about  the  quality  that  goes  into 
a  Hermes.  (We've  been  making  quality 
typewriters  since  1922.) 

For  example,  where  most  electronic 
typewriters  use  a  thin  cord  to  move  the 
printer,  Hermes  uses  a  half  inch  thick 
steel  rod.  This  prevents  vibration  and 
gives  you  exceptional,  clear,  sharp  print 
quality. 

And  each  Hermes  typewriter  goes 
through  no  less  than  15  quality  control 
ests.  Not  only  is  each  typewriter  tested,  each  component  is  tested. 

As  for  features,  we  offer  everything  the  big  name  electronics 
)ffer  and  more:  unlimited  and  upgradable  memory  models, 
10  character  text-editing  display  screen,  proportional 
pacing,  etc.  And  exclusive  features  like  a 
iteel  print  wheel,  mini-proportional  printing, 
ind  an  illuminated  writing  line.  (Even  with 
dl  these  features,  you'll  be  pleased  at  how 
:ompetitively  our  electronics  are  priced. ) 

We  offer  a  complete  line  of  easy  to  learn 
electronic  typewriters  with  prices  and  features 
o  meet  every  need,  including  the  basic 
European  built  Hermes  21. 

So  if  you're  considering  a  new  typewriter, 
ook  beyond  the  big  names  and  consider  a  Hermes  electronic. 

After  all,  when  it  comes  to  typewriters,  the  question  isn't  only  what  it  can  do,  it's 
\ow  kmg  it  can  do  it. 

HERMES 

The  only  typewriter  in  the  world 

built  with  Swiss  precision.  ©  1982  hermes  products  inc. 


Before  a  Hermes  electronic  typewriter  gets  to  your  office, 
it  goes  through  endurance  tests  by  robots. 


I'm  interested  in  a  Hermes 
electronic  typewriter.  Please  contact  me. 

Name  Title  

Company  

Address 


City 


State 


Zip 


Send  to:  Hermes  Products,  Inc.  1900  Lower  Rd. .  Linden,  New  Jersey  07036 


How  a  pair  of  smart,  rich  New  Yorkers  got 
even  richer  buying  defaulted  bonds  in  a 
bankrupt  Florida  realty  company. 

How  the  rich 
get  richer 


By  Jean  A.  Briggs 

T|he  residential  real  estate  mar- 
ket in  Florida  may  be  in  the  pits, 
but  some  smart  money  has  al- 
ready made  a  killing  on  paper  there 
and  has  high  hopes  of  making  a  good 
deal  more.  One  of  the  big  gainers  is 
Leon  Levy,  one  of  the  founders  of  Op- 
penheimer  &.  Co.,  the  partnership 


Chairman  Leon  Leiy 


From  a  corporate  disaster  .  .  . 


that  until  recently  owned  the  Wall 
Street  brokerage  firm.  The  other  big 
winner  is  Peter  Sharp,  head  of  the 
New  York  City  real  estate  firm  that 
bears  his  name.  These  two  usually 
know  what  they  are  doing.  Levy  is 
reputed  to  be  one  of  the  sharpest  deal- 
makers  on  Wall  Street,  and  Sharp  is 
one  of  the  400  richest  people  in  Amer- 
ica (Forbes,  Sept.  13,  1982).  They 
teamed  up  to  move  into  Florida  in  a 
big  way  in  1979-80  when  they  bought 
control   of   Avatar   Holdings  Inc., 


which  was  bankrupt  at  the  time. 

Avatar  has  some  interesting  assets. 
These  include  190  acres,  with  permits 
to  develop  them,  on  the  intercoastal 
waterway  in  Hollywood,  Fla.;  about 
20,000  acres  with  permits  in  central 
Florida,  10  miles  from  Disney  World; 
1,500  homesites  in  Barefoot  Bay,  a 
mobile  home  community.  Not  the 
least  are  nearly  1,000  sites  for  apart- 
ment buildings  and  houses  in  Cape 
Coral,  which  along  with  neighboring 
Ft.  Myers  is  one  of  the  country's  fast- 
est-growing metropolitan  areas.  Oth- 
er assets  include  an  apartment/condo- 
minium  complex  in  New  Orleans, 
community  development  sites  in  Ari- 
zona and  California  and  a  group  of 
cash-generating  water  utilities  in  the 
Midwest. 

If  the  name  Avatar  rings  no  bells, 
there's  a  reason:  Avatar  Holdings  is 
the  new  name  for  GAC  Corp.,  adopted 
when  it  emerged  from  bankruptcy  on 
Oct.  1,  1980. 

GAC — or  General  Acceptance 
Corp.,  as  it  was  originally  known — 
started  out  as  a  consumer  finance  out- 
fit in  Pennsylvania  50  years  ago. 
Then,  in  1965,  GAC,  under  S. 
Hayward  Wills,  began  conglomerat- 
ing. Wills  had  a  fondness  for  dis- 
tressed merchandise.  He  became  in- 
terested in  Gulf  American  Corp., 
which  once  billed  itself  as  the  largest 
land  sales  company  in  the  world.  Here 
was  serious  trouble.  Gulf  American's 
high-pressure  sales  tactics  had  be- 
come notorious.  The  Florida  Land 
Sales  Board  had  refused  to  approve  the 
company's  filings  for  future  sales. 
Nevertheless,  Wills  decided  to  merge 
GAC  and  Gulf  American. 

He  lived  to  rue  the  day.  The  econo- 
my began  to  soften.  The  environmen- 
tal movement  gained  power,  making 
real  estate  development  more  costly. 
As  the  consumenst  movement  took 


hold  as  well,  an  array  of  government 
agencies  began  attacking  the  com- 
pany's sales  tactics.  At  the  same  time 
more  conservative  accounting  prac- 
tices were  required  of  land  sales  com- 
panies, forcing  GAC  to  write  off  over 
$150  million  of  stockholders'  equity. 
To  top  it  off,  when  Penn  Central  col- 
lapsed, the  commercial  paper  market 
on  which  the  company  depended 
dried  up.  Unable  to  roll  over  a  debt 
issue  due  in  November  1975,  the 
company  filed  under  Chapter  1 1 . 

GAC's  undisputed  debts  totaled 
$239  million,  but  its  estimated  net 
worth,  based  on  discounted  future 
profits,  was  only  $148  million.  So  the 
stockholders  were  wiped  out.  Four 
separate  groups  seeking  control  of  the 
company  submitted  reorganization 
plans  to  the  court.  One  plan  was  sub- 
mitted by  a  group  that  included  Sam 
Adler,  a  well-known  Florida  real  estate 
developer.  Another  was  backed  by  the 
Weyerhaeuser  Family  Trust.  Still  an- 
other was  submitted  by  Levy  and 
Sharp.  The  proceedings  dragged  on  five 
long  years.  For  all  of  its  troubles,  GAC 
still  represented  an  attractive  pile  of 
assets.  In  the  end  the  court  adopted  the 
trustees'  plan,  which  simply  divided 


Chief  Executive  Peter  Sharp 
.  .  .  huge  profits. 


ownership  among  creditors. 

In  early  1979  Sharp  and  Levy  had 
put  together  a  partnership  to  buy 
GAC  bonds  that  would,  after  reorga- 
nization, be  exchanged  for  equity, 
cash  and  new  bonds.  The  partnership 
spent  just  short  of  $14  million  to  buy 
the  equivalent  of  16%  of  the  com- 
pany. The  partnership  included  such 
well-known  characters  as  record  mag- 
nate Ahmet  Ertegun,  a  couple  of 
banking  Zilkhas  and  the  former  boss 
of  Phibro.  The  partnership  bought  the 
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bonds  cheap  because,  in  the  default, 
they  sold  at  a  big  discount.  After  the 
reorganization,  the  new  common 
that  had  been  distributed  to  the  old 
bondholders  climbed  sharply,  provid- 
ing a  handsome  paper  profit  to  spec- 
ulators like  Sharp  and  Levy.  But  in- 
stead of  cashing  in,  they  kept  right 
on  buying.  After  the  company 
emerged  from  bankruptcy,  they  paid 
$16.5  million  for  another  7%,  some 
of  it,  reportedly,  from  Carl  Lindner's 
American  Financial  Corp.,  which 
had  bought  the  securities  at  a  much 
lower  price.  Using  cash,  new  bonds 
and  a  bit  of  the  stock  they  had  re- 
ceived in  the  reorganization,  Levy 
and  Sharp  paid  off  their  junior  part- 
ners. With  some  20%  of  the  stock  in 
their  personal  control,  Leon  Levy 
took  the  chairman's  seat  and  Peter 
Sharp  the  chief  executive  title. 

In  the  spring  of  1981,  with  Sharp 
and  Levy  in  charge,  Avatar  bought  in 
860,000  shares  of  its  own  stock  for 
about  $12  per  share,  raising  their 
stake  in  the  company  to  2 1  % .  Mean- 
while, they  got  out  of  selling  land  and 
decided  to  concentrate  on  housing 
and  community  development. 

So  Sharp  and  Levy  are  sitting  pretty. 
Their  original  investment,  heavily 
leveraged  with  borrowed  and  partner 
money,  was  only  $4.5  million.  That 
now  translates  as  about  2  million 
shares  selling  at  $12  a  share.  Their 
$4.5  million  has  multiplied  more 
than  fivefold.  They  show  no  signs, 
however,  of  wanting  to  take  their 
profit  and  run.  They  expect  to  get  at 
least  another  threefold  gain  when 
Florida  real  estate  recovers.  They  may 
have  a  wait.  The  residential  real  es- 
tate market  in  Florida  went  from  bad 
to  worse  in  1981  and  again  in  1982. 
The  company  was  forced  to  let  go  the 
staff  of  experts  it  had  hired  and  pare 
back  operations.  It  sank  into  the  red 
by  58  cents  per  share  for  the  first  nine 
months  of  last  year. 

But  Levy  and  Sharp  aren't  lying 
awake  at  night.  They  own  some  20% 
of  a  pool  of  assets  with  a  book  value  of 
$350  million,  which  means  they  stand 
an  excellent  chance  of  multiplying 
their  original  investment  more  than 
15  times  over.  When  the  company  was 
reorganized,  somebody  renamed  GAC 
as  Avatar,  apparently  thinking  the 
word  meant  reborn.  In  fact,  the  word 
means  the  embodiment  of  a  god  in 
human  form.  But  there  was  nothing 
miraculous  about  the  whole  deal; 
Sharp  and  Levy  are  just  a  couple  of 
guys  who  recognize  value  when  they 
see  it.  They  may  have  to  wait  some- 
what longer  to  turn  their  profits  into 
cash,  but  with  those  potential  gains, 
who  wouldn't  be  prepared  to  wait?  ■ 


OF  THE  "FORBES  500"  COMPANIES 
HAVE  OFFICES  IN  CLAYTON,  MISSOURI 

(St.  Louis'  other  business  district) 

Mid-America's  newest  executive  office  center  •  Metropolitan  ad- 
vantages without  city  congestion  •  Competitively  priced  office 
space  •  20  minutes  from  Lambert  International  Airport  •  Ready 
access  to  multiple  industrial  parks  •  Excellent  highway  access 
•  Fine  residential  areas  •  Central  to  metro  St.  Louis'  wealth  of 
educational  and  cultural  activities  •  U.S.  geographic  and  popula- 
tion center  •  Government  center  of  St.  Louis  County 
Write  for  free  information  kit  on  Clayton's  advantages  for  your 
Mid-America  office  to:  lames  C.  Laflin,  Clayton  Tomorrow,  Inc., 
City  of  Clayton,  Suite  247,  10  N.  Bemiston  Ave.,  Clayton,  MO  63105. 
CLAYTON:  world  headquarters  for  Apex  Oil,  the  Brown 
Group,  Charter  National  Life  Ins.  Co.,  Chromalloy 
American,  Coin  Acceptors,  Inc.,  General  Dynamics, 


DEAN 

College  of  Business  Administration 
Xavier  University 
Cincinnati,  Ohio 

Xavier  University  invites  nominations  and  applications  for  the 
position  of  Dean  of  the  College  of  Business  Administration. 

The  Dean  is  the  chief  academic  and  executive  officer  of  the 
School  and  reports  to  the  Vice  President  for  Academic  Affairs. 
Xavier  is  searching  for  a  dynamic  and  creative  leader  who  de- 
mands excellence  in  business  education.  In  keeping  with  our  long 
history  of  close  interface  with  the  business  community  the  new 
Dean  will  have  demonstrated  understanding  of  the  practical  re- 
quirements of  business. 

The  College  of  Business  Administration  has  a  full-time  faculty  of 
45.  Enrollment  includes  over  1000  undergraduate  students  and 
approximately  l  800  MBA  students.  The  MBA  program,  one  of  the 
largest  in  the  nation,  primarily  serves  students  currently  working 
in  the  business  community.  The  majority  hold  managerial  positions 
and  contribute  pragmatic  up-to-date  input  to  classroom  discus- 
sion. 

Xavier  University,  a  Jesuit  institution,  is  located  on  an  attrac- 
tive campus  in  a  major  business,  cultural,  and  sports  center.  It  has 
a  total  enrollment  of  7000  divided  approximately  equally  between 
graduate  and  undergraduate.  Xavier  University  is  an  Equal  Op- 
portunity Affirmative  Action  Employer. 

Address  all  correspondence  to:  Dr.  Harold  Bryant,  Chairman, 
Business  Dean  Search  Committee,  Xavier  University,  Cincinnati, 
Ohio  45207. 
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The  state  o 

It  could  be  something  as  innocent  as  a  banana  peel  on  your  company's 
grounds.  Or  as  devastating  as  a  sudden  explosion  In  either  case,  when  people  ar 
injured  on  company  properly,  the  cost  of  your  casualty  insurance  is  bound  to  go  i 

Not  if  you  put  GAB  to  work  for  you.  Here,  people  and  machines  process 
casualty  claims  with  unusual  efficiency. 

A  prime  example  is  our  special  network  of  3.400  claims  professionals,  wh< 
investigate,  settle  and  handle  the  payment  of  claims.  Our  professional  people  wor 
of  650  conveniently  located  offices  and  five  Claims  Administration  Centers  aroun 
country.  They're  trained  to  speed  up  the  settlement  of  claims  so  the  injured  parties 
subjected  to  lengthy  delays  for  their  casualty  payments 

There's  another  special  quality  about  GAB.  When  we  handle  your  casualty 
claims,  the  'we'  includes  a  casualty  adjuster,  a  casualty  supervisor,  a  regional  sup< 
visor,  a  team  of  general  adjusters  and  a  territorial  supervisor  That  way,  every  clairr 
given  the  attention  it  deserves  by  trained  professionals. 

Your  company  further  gains  from  GAB  because  we're  independent  adjusti 
Every  claim  is  viewed  objectively.  And  claims  are  handled  fast,  nationwide 

We  feed  data  into  our  on-line  computer  system  daily,  so  information  on  cla 
can  be  stored  and  updated.  The  systems  automatically  print  ten  standard  reports 


in  art  to  keeping 
if  your  casualty 
rom  going  bananas 


tie  art  is  GAB. 

to  help  you  identify  and  eliminate  risks.  Plus  you  can  have  five  additional 
>  with  custom  tailored  information.  What's  more,  the  GAB  systems  are 
flexible  to  meet  your  needs— much  more  flexible  than  the 
;tition's. 

Then  there's  GAB's  exclusive  Automated  Cash 
?r  system  (ACT),  which  enables  you  to  reduce  your 
id  claim  deposit  to  a  minimum;  often  no  more  than 
lys  deposit  as  opposed  to  two  months.  So  you  can  save  up  to 
n  your  claim  deposit  reserve. 

Talented  people  joining  forces  with  advanced  computers 
g  you  streamlined  service— that's  our  definition  of  state  of 

For  more  information,  write  Paul  Dougherty,  Senior  VP 
;  Management  Division,  GAB,  123  William  Street,  New_ 
JY  10038.  Or  call  him  at  (212)  306-8390. 
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\B  The  state  of  the  art  of  claims  management. 


How  a  nice,  lucrative  real  estate  company 
liquidation  turned  into  a  bust,  and  embar- 
rassed a  lot  of  important  people  who  are 
supposed  to  know  better. 

"No  guarantees" 


By  Pamela  Sherrid 

T|he  arbitragers  who  forced 
this  liquidation  were  sure  it 
was  worth  $30  a  share.  .  .  .  But  if 
we  realize  $21.50  now,  they  ought  to 
kiss  us." 

That  unrepentant  voice  belongs  to 
Frederick  Blumberg,  who  isn't  likely 
to  be  kissed  by  any  shareholder  soon. 
Blumberg  was  an  officer  and  trustee  of 
the  Franklin  Realty  Group,  a  medi- 
um-size real  estate  company  based 
near  Philadelphia  that  agreed  in  1981 
to  sell  off  its  properties  and  distribute 
the  proceeds  to  its  shareholders.  At 
the  time,  Wall  Street  was  very  ex- 
cited; earlier  real  estate  company  liq- 
uidations, such  as  Monumental  Prop- 
erties and  Tishman,  were  bonanzas. 

Franklin,  though,  is  an  embarrass- 
ing bust.  Because  its  two  largest  prop- 
erties remain  unsold,  shareholders 
have  received  only  $6.80  a  share  so 
far.  They  expected  $28  to  $30  at  the 
latest  by  last  April.  That  amount  is 
sadly  shrunk  to  perhaps  $21.50,  and 
no  one  is  certain  when  even  that  will 
be  in  hand.  Among  the  losers  are 
some  usually  smart  players,  including 
Goldman,  Sachs,  whose  arbitrage 
group  picked  up  10%  of  Franklin.  An- 
other blue  chip  investment  firm,  Mor- 
gan Stanley,  hasn't  covered  itself  with 
glory  either.  Morgan  didn't  invest  in 
Franklin,  but  it  did  have  the  exclusive 
contract  to  peddle  that  unsold  Frank- 
lin portfolio. 

It  all  started  out  promisingly 
enough.  The  first  investor  to  move  in 
on  Franklin,  a  canny  New  York  elec- 
trical contractor  named  Henry  Salz- 
hauer,  started  buying  shares  in  1978 
for  as  low  as  $6.  By  early  1980  Salz- 
hauer,  with  two  other  private  inves- 
tors, controlled  over  30% . 

Franklin  management  didn't  own 
much  of  the  stock  and  became  re- 


signed to  a  breakup  of  the  company's 
assets.  But  they  wanted  to  buy  Frank- 
lin's real  estate  syndication  and  man- 
agement business.  In  preparation  for 
liquidation,  management  hired  the 
prestigious  appraisal  firm  of  Landaucr 
Associates.  As  of  March  1980  Lan- 
dauer  appraised  Franklin's  13  build- 
ings and  other  assets  at  $43  million, 
or  $28  a  share.  All  the  shareholders 


were  licking  their  chops.  Alas,  at  this 
point  Franklin  management  and  Salz- 
hauer  started  fighting  over  the  booty, 
with  the  result  that  liquidation  was 
delayed. 

Then  Salzhauer  made  a  cagey 
move.  He  sold  half  his  shares  back  to 
the  company  at  $24  a  share.  That  was 
a  touch  less  than  the  appraisal  but 
delivered  his  group  a  very  handsome 
profit.  Not  so  lucky  were  the  arbi- 
tragers, led  by  Goldman,  Sachs,  who 
were  already  in  deep,  lured  by  what 
looked  like  a  quick,  sure  return.  "In 
retrospect,  our  troubles  really  began 
when  the  Salzhauer  group  got  taken 


out,"  says  Michael  Price  of  Mutual 
Shares,  a  stock  fund  that  loaded  up  on 
5%  of  Franklin's  securities.  Goldman 
isn't  talking,  but  it  got  in  late.  Its 
average  cost  is  about  $23. 

For  a  while  everyone  remained  hap- 
py, assuming  that  Morgan,  which  had 
handled  those  earlier  liquidations, 
would  work  the  same  magic  this  time 
around.  But  months  went  by  and  the 
remaining  shareholders  didn't  receive 
a  penny.  "You  couldn't  get  a  word  out 
of  management,"  Price  says. 

What  was  going  wrong?  A  lot.  First, 
by  the  time  the  liquidation  got  going, 
the  real  estate  market  had  started  to 
crumble.  "No  one  would  liquidate  in 
a  down  market  if  they  knew  it  was 
going  to  happen — but  that's  exactly 
what  did  happen,"  says  Bowen  Mc- 
Coy, head  of  Morgan's  real  estate  op- 
erations. Landauer's  $28  appraisal  be- 
gan to  look  less  realistic  by  the  hour, 
yet  management  insisted  it  wouldn't 
sell  for  anything  less. 

Bad  judgment  on  Morgan's  part 
made  things  worse.  Morgan  initially 
had  taken  the  real  estate  as  a  package 
to  the  large  institutional  buyers  it 
knows  best.  But  only  a  few  of  Frank- 
lin's buildings  were  big  and  fancy 
enough  to  warrant  institutional  inter- 
est, and  those  buyers  balked  at  Mor- 
gan's "all  or  nothing"  pitch.  By  the 
time  Morgan  split  up  the  portfolio  and 
began  to  go  after  local  investors  for 
the  second-tier  properties,  precious 
time  was  lost. 

After  eight  months  the  trustees, 
afraid  of  stockholder  suits,  forced 
Morgan  Stanley,  which  usually  re- 
fuses to  co-broker  assignments,  to 
work  with  rival  Cushman  &.  Wake- 
field. By  June  1982  Morgan  had  sold 
six  small  properties,  C&W  two, 
Franklin  one  directly,  and  four  re- 
mained on  the  market. 

Some  shareholders  are  privately 
voicing  the  suspicion  that  Franklin's 
management  was  purposely  dragging 
its  feet.  Management's  new  spunoff 
company  was  collecting  management 
fees  on  some  of  Franklin's  buildings — 
but  only  until  they  were  sold.  But 
other  knowledgeable  observers  don't 
attribute  the  delay  to  bad  motives. 
They  say  it  was  just  incompetence. 

Anyway,  in  April  1982  the  corpora- 
tion's assets  were  dumped  into  a  liq- 
uidating trust,  a  technical  move  that 
had  dire  implications  for  the  remain- 
ing stockholders.  It  meant  they 
couldn't  sell  their  shares — a  fate 
worse  than  death  for  an  arbitrager. 

There's  also  a  very  nasty  tax  angle. 
When  those  assets  were  placed  in  the 
trust,  they  were  worth  $21.50,  accord- 
ing to  a  revamped  appraisal.  Share- 
holders are  considered  by  law  to  have 
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trange  things 
can  happen  whem 
you  don't  have 
the  protection 
connection; 


Frank  B.  Hall  is  The  Protection  Connection™  for  the  global  business  community. 
Our  inventiveness,  our  creativity  and  our  resourcefulness  connect  significant 
corporations,  both  large  and  small,  to  the  most  progressive  insurance  coverages. 
And  the  most  advanced  risk  management  services.  Don't  let  strange  things  happen 
to  your  hard-earned  business  assets.  Make  Frank  B.  Hall  your  Protection 
Connection™  to  the  new  world  of  corporate  insurance. 


FRANK  B.  HALL&  CO. 

The  Protection  Connection  is  a  trademark  and  services  mark  of  Hallways  Advertising,  Inc  Copyright  &  Hallways  Advertising,  Inc.,  1983  All  rights  reserved. 
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already  received  that  $21.50  last 
year — regardless  of  how  much  cash 
they  actually  collect.  That  means  that 
a  longtime  shareholder,  who  may 
have  bought  Franklin  stock  at  $5, 
owes  taxes  this  year  on  the  difference 
between  $5  and  $21.50 — even  though 
he  has  received  only  $6.80  in  cash. 


And  late  players  like  Goldman,  Sachs 
can  claim  a  loss  this  year  only  for  the 
difference  between  what  they  paid 
and  $21.50 — even  though  they  may 
never  collect  that  much. 

Speaking  for  Franklin  management, 
Blumberg  says  there  is  a  firm  buyer  in 
the  wings  for  the  major  piece  of  un- 


sold property.  He  hopes  to  close  by 
March  so  that  shareholders  will  have 
the  cash  in  hand  to  pay  the  taxman 
this  April.  But  he  adds — quite  unnec- 
essarily: "No  guarantees." 

It's  an  old  story.  What  looks  like  a 
"can't  lose"  proposition  can  quite 
easily  turn  into  a  trap.  ■ 


The  way  you  run  your  business  is  at  least 


as  important  as  the  products  you 
Cabot  Corp.  proves  that. 


make. 


Rigged  for 
heavy  weather 


By  Barbara  Rudolph 


W'hen  Cabot  Corp.'s  most 
recent  proxy  statement  came 
out  in  December,  President 
Robert  Charpie's  contingent  compen- 
sation was  "a  large  negative 
number,  in  the  six  figures." 
No,  Bob  Charpie  didn't  have  to 
work  for  nothing  last  year.  He 
did  not  have  to  reach  down 
and  pay  back  part  of  the  pre- 
vious year's  money.  But  his 
extra  compensation — which  is 
tied  to  corporate  profits — was 
reduced.  "Having  been  lam- 
basted in  the  past  for  making 
too  much  money,  will  I  now 
be  pitied?"  Charpie  asks. 

No  pity  needed.  True,  Char- 
pie took  home  only  $517,000 
in  1982,  down  from  $741,000 
the  year  before.  He  took  the 
cut  because  the  old  Boston 
company  earned  less  than  the 
year  before.  But  iust  as  Char- 
pie isn't  really  suffering,  nei- 
ther is  Cabot.  Cabot  earned 
$88  million  on  sales  of  $1.6 
billion  for  the  fiscal  year  ended 
last  September.  While  that's 
off  from  the  1981  level,  it's 
still  a  good  showing  relative  to 
other  capital  goods  companies. 
Cabot's  return  on  equity  re- 
mains a  healthy  15%.  That's 
better  than  Cabot  did  in  the 
last   recession,    when  1975 


earnings  fell  50%  from  the  previous 
year's  level.  And,  with  long-term  debt 
at  just  30%  of  capital,  the  company  is 
far  sounder  financial  condition 


m 


than  a  lot  of  its  peers. 
There's  nothing  glamorous  about 


Cabot  President  Bob  Cbarpie 
"Will  I  now  be  pitied?" 


called  good  management. 

Cabot  has  long  been  highly  profit- 
able: Its  five-year  average  return  on 
equity  of  23%  ranks  with  the  best. 
The  product  line  isn't  made  up  of  the 
kind  of  thing  that  throws  security  an- 
alysts into  raptures,  and  the  bulk  of  it 
is  as  recession-sensitive  as  they  come. 
There's  carbon  black,  used  as  a  rein- 
forcing agent  in  tires  and  rubber,  the 
grimy  stuff  that  built  the  Boston- 
based  Cabot  fortune  back  in  the  19th 
century.  There's  also  a  specialty  met- 
als group  that  mainly  serves  the  air- 
craft engine  and  petrochemicals  busi- 
nesses, and  a  natural  gas  exploration 
and  distribution  business.  A  lot  of  this 
is  down  now,  but  none  of  it  will  stay 
depressed  forever. 

Cabot's  liquefied  natural  gas  [LNG] 
business  is  a  good  example  of  the  kind 
of  prudent  management  that  has 
helped  to  keep  the  company  profit- 
able through  tough  times.  Cabot  im- 
ports LNG  from  Algeria  and  distrib- 
utes it  throughout  New  En- 
gland. Unlike  competitors  El 
Paso  and  Panhandle,  Charpie 
understood  that  LNG  had  its 
limitations.  It  was,  he  saw 
from  the  start,  a  "peak-shav- 
ing business."  Meaning- 
Meaning  that  because  of  its 
relatively  high  cost,  people 
will  use  it  mostly  during  the 
coldest  winter  months.  So, 
Charpie  didn't  go  overboard. 
At  a  time  when  a  lot  of  smart 
businessmen  figured  that 
money  was  no  object  when  it 
came  to  energy  products, 
Charpie  retained  a  skeptical, 
hardheaded  view. 

Charpie  struck  a  sound,  cau- 
tious deal  with  the  Algerians. 
Unlike  its  competitors,  Cabot 
does  not  transport  LNG  from 
Algeria  to  the  U.S.  The  Alge- 
rians take  care  of  the  shipping, 
and  Cabot  takes  delivery  in 
Boston.  Let  others  make  hero- 
ic gestures  about  solving  the 
energy  crisis;  Cabot  remained 
businesslike.  While  Panhan- 
dle now  pays  S5.77  per  million 
Btu,  Cabot  pays  just  S4.80. 
Where   its   competitors  sell 
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much  of  their  LNG  to  industries  that 
can  easily  substitute  fuel  oil,  Cabot 
sells  to  utilities  that  deliver  the  gas  to 
New  England  consumers  during  those 
months  when  the  thermometer  is  low 
and  the  incidence  of  blizzards  is  high. 
Right  now,  Cabot's  LNG  competitors 
are  having  a  rough  go  selling  the  stuff 
for  the  $7  they  need  to  turn  a  profit. 
But  Cabot's  consumers  pay — willing- 
ly, if  not  gladly.  Of  such  insight  is 
good  management  made.  Not  that  Ca- 
bot's LNG  position  can  shield  it  en- 
tirely from  the  current  natural  gas 
glut.  In  1981,  for  example,  the  natural 
gas  group  posted  a  pretax  margin  of 
19%;  last  year  it  was  down  to  around 
14%.  But  14%  isn't  bad  in  a  year  of 
deep  recession. 

Cabot's  specialty  metals  division  is 
running  in  the  red,  partly  because  of 
its  heavy  dependence  on  the  de- 
pressed market  for  commercial  air- 
craft engines.  New  defense  spending 
has  not  yet  increased  demand  for  Cab- 
ot's metals  in  engines.  But  in  the  met- 
als business,  too,  foresight  and  plan- 
ning have  paid  off.  Charpie  made  a 
smart  move  two  years  ago  when  he 
built  a  new  $58  million  hot  rolling 
plant  for  the  production  of  nickel  and 
cobalt  alloys.  It  is  already  saving  him 
money,  despite  the  fact  that  it  is  oper- 
ating at  only  50%  capacity.  Cabot  has 
product  lines  that  are  sufficiently  di- 
versified to  make  the  plant  earn  its 
keep,  whereas  competitors  like  Amax 
and  Brush  Wellman  have  too  small  a 
presence  in  the  market  to  make  such 
an  investment  pay  off.  This  improved 
efficiency  enables  Charpie  to  cut 
prices  and  maintain  his  market  share. 

Then  there's  Cabot's  old  carbon 
black  business,  which  was  the  largest 
part  of  the  company  until  about  ten 
years  ago.  Today  it  still  kicks  in  some 
25%  of  profits.  How  is  Cabot  making 
money  in  carbon  black  while  tire- 
makers,  such  as  Firestone,  are  barely 
profitable?  Because  with  a  dominant 
worldwide  share  of  some  30%,  Cabot 
is  by  far  the  low-cost  producer. 

A  company  that  can  flourish  in  a 
recession  should  be  able  to  boom  in  a 
recovery  and  so  Cabot  almost  certain- 
ly will.  Even  in  the  modest  economic 
improvement  predicted  for  1983,  Cab- 
ot's profits  should  bounce  back  nice- 
ly. Analysts  predict  earnings  per  share 
of  $3.09  this  year,  up  from  $2.77. 
"After  that,  I  see  the  potential  for 
earnings  to  go  through  the  roof,"  says 
Moseley,  Hallgarten's  Martin  Ziegler. 
In  a  market  that  regards  high-tech  as 
more  important  than  good  manage- 
ment, Cabot,  at  a  recent  25  Vs,  now 
trades  at  only  9  times  earnings — be- 
low the  market's  average  multiple. 
But  in  the  long  run,  class  will  tell.  ■ 


How  to  move 

a  paragraph. 


For  memos  or  manuscripts,  sales 
reports  or  book  reports,  a  person  could 
use  the  IBM  Personal  Computer. 

Because,  with 
the  EasyWriter* 
software  program, 
creating,  revising 
and  storing  text  is 
just  that.  Easy. 
With  ten  function  keys  that  help 
save  time  on  repetitious  tasks  and 
"menus"  that  guide  you  along,  the 
IBM  Personal  Computer  can  insert 
a  clause.  Delete  a  line.  Move  a 
paragraph  from  one  page  to 
another.  Transfer  text  from  file  to 
file.  Even  merge  words  from  your 
EasyWriter  program  with  numbers 
generated  by  your  VisiCalct  program. 

And  when  you're  done,  a  copy 
of  the  finished  product  can  be  printed 
out  at  80  characters  a  second. 

So  if  you  do  any  kind  of  writing, 
try  it  on  the  IBM  Personal  Computer 
at  your  nearest  authorized  dealer. 
\bu'll  see  that  the  performance,  quality 
and  price  are  really  something  to 
write  home  about. 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


For  more  information  on  where  to  buy  the  IBM  Personal  Computer,  call  800-447-4700.  In  Alaska  or  Hawaii,  800-447-0890. 

*  VisiCalc  is  a  trademark  of  VisiCorp  *  EasyWriter  is  a  trademark  ot  Information  Unlimited  Software.  Inc 
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The  Up  &  Comers 


How  do  you  become  a  skiwear  manufac- 
turer? C.B.  Vaughan  drew  a  pants  pattern, 
and  cut  the  fabric  himself.  On  his  tenth  try, 
he  had  a  winner — Super  Pants. 


It  pays  to  be 
patient 


By  Stanley  W.  An&rist 

RACING  DOWN  A  SKI  SLOPE  One 
day  in  1963,  C.B.  Vaughan  hit 
1 106  miles  an  hour,  to  set  a 
world  speed  record  that  stood  for  a 
year.  But  in  1964  he  had  the  biggest 
disappointment  in  his  life  in  failing  to 
make  the  U.S.  Olympic  ski  team. 
Over  the  next  five  years  he  drifted 
from  |ob  to  iob,  after  a  stint  as  a  pro- 
fessional skier,  and  kept  brainstorm- 
ing ideas  for  his  own  business:  design- 
ing and  making  ski  clothing. 

There  were  a  few  little  problems. 
Vaughan  had  never  studied  design, 
much  less  garment  manufacture,  al- 
though he  had  read  a  book  on  pattern 
drafting.  He  also  had  ripped  apart  a 
pair  of  ski  pants  to  see  for  himself 
how  they  were  made.  With  that  vast 
expertise  he  drew  a  pattern  for  a  pair 
of  insulated  warm-up  ski  trousers 
that  he  called  Super  Pants.  He  cut  the 
fabric  himself  and  took  the  pieces  to  a 
seamstress  near  his  home  in  Benning- 
ton, Vt.  The  finished  pants,  he  says, 
were  simply  "terrible."  It  took  ten 
tries  before  Vaughan  wound  up  with 
the  right  pair  of  warm-up  pants.  But 
the  perfected  Super  Pants  since  then 
have  helped  make  his  CB  Sports,  Inc. 
one  of  the  hottest  skiwear  makers  in 
the  world. 

"Imagine  Ralph  Lauren,  L.L.  Bean 
and  Lacoste  rolled  into  one  and  you 
can  get  an  idea  of  the  power  of  his 
name,"  says  Jim  Ross,  owner  of  Hick- 
ory &  Tweed  Inc.,  a  retailer  in  Ar- 
monk,  N.  Y.  "If  you  have  the  CB  Sports 
line,  you  have  a  franchise  to  make 
money.  If  you  don't  have  it,  there  is  no 
sense  being  in  the  business." 

The  investing  public,  alas,  has  nev- 
er been  and  may  never  be  invited  to 
share  the  action.  Right  now  Vaughan 
intends  to  remain  sole  proprietor  of 
his  venture,  which  will  wind  up  the 
fiscal  year  ending  Feb.  28  with  about 
SI 7  million  in  sales,  3  times  the  S5.6 
million  of  fiscal  1980  and  34  times 
fiscal  1976  sales  of  about  S500.000. 
Even  eroded  by  superhigh  interest 
costs  through  most  of  the  year,  net 
profit  should  run  around  S650.000,  up 
from  $50,000  or  so  in  1976. 

What'was  so  special  about  Vaughan 's 
pants?  And  how  did  an  utter  novice 
turn  inexperience  into  a  booming  busi- 
ness- To  answer  both  questions  it  is 
necessary  to  drop  back  to  1969. 

Vaughan  and  his  wife,  now  di- 
vorced, scraped  up  S5.000  in  cash  to 
finance  CB  Sports'  startup  in  1969. 
That  wasn't  much  but  there  was  a  far 
more   valuable   asset   in  goodwill, 
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Vaughan's  own  name  and  reputation 
as  a  skier.  His  sales  pitch  was  as  effec- 
tive as  it  was  simple.  He  would  walk 
into  a  ski  shop  and  say,  "Hello,  I  am 
C.B.  Vaughan,  and  I  am  selling  Super 
Pants."  That  approach  got  him  36  re- 
tail accounts  in  the  first  year.  They 
have  remained  loyal  customers. 

For  the  first  three  years  in  business, 
Vaughan  himself  cut  the  fabric  that 
went  into  every  pair  of  Super  Pants  he 
sold.  He  also  got  initiated  into  less 
clean-cut  aspects  of  the  garment  busi- 
ness. "I  once  took  a  new  product  to  a 
contractor  to  have  him  make  it  for 
me,  and  a  few  weeks  later  I  saw  my 
design  with  his  name  on  it  at  a  sport- 
ing goods  show,"  he  says.  "Today,  the 
only  contractors  I  will  use  are  those 
who  work  exclusively  for  me." 

Expansion  came  fast.  By  the  end  of 
his  first  year,  Vaughan  needed  more 
working  capital.  He  got  $50,000  from  a 
banker  impressed  by  CB  Sports'  order 
book.  That  was  enough  to  introduce 
three  new  garments  in  the  second  year: 
a  knitted  ski  cap,  a  racing  shell  jacket 
and  a  ski  parka.  Ski  shop  proprietors 
especially  liked  the  Vaughan  products 
of  unisex  design,  which  helped  keep 
inventory  costs  low. 

By  the  third  year,  orders  reached 
$250,000.  Vaughan  kept  borrowing 
against  the  order  book  to  raise  more 
working  capital.  That's  how  he  still 
raises  cash.  He  concedes  that  such 
borrowing  leaves  something  to  be  de- 
sired. He  often  has  paid  3Vi  points 
above  the  prime  rate  for  cash.  But  for 
smaller  businessmen,  and  he's  one, 
there  are  few  alternatives. 

In  another  important  way,  the  busi- 
ness remains  unchanged.  Vaughan 
still  works  as  his  own  chief  designer, 
although  he  employs  other  design 
help,  too.  Materials  remain  exceed- 
ingly important  in  Vaughan  skiwear. 
High  performance  sells  ski  clothes,  so 
Vaughan  relies  on  quality  insulation, 
waterproofing  such  as  Gore-Tex  fab- 
ric, heavy-duty  zippers,  and  snow  clo- 
sures at  vulnerable  places. 

What  it  all  adds  up  to,  says  retailer 
Ross,  is  that  CB  Sports  is  "not  just  a 
name.  There  is  a  value  there  that  ski- 
ers perceive." 

But  Vaughan's  business  career 
came  about  purely  by  accident.  He 
never  intended  to  be  a  businessman. 
He  just  wanted  to  stick  close  to  ski- 
ing. In  fact,  he  detests  the  corporate 
life.  After  racing  professionally  in  the 
1960s,  Vaughan  joined  AMF  Inc.'s 
Voit  subsidiary  in  California.  His  job 
was  to  help  develop  fiberglass  skis.  He 
did  not  fit  the  corporate  mold  nor  did 
he  like  California.  "Fast  cars,  flashy 
women,  hard  bodies  and  mental 
midgets,"  he  characterizes  it.  "I  am  a 
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How  to  put  the 
big  board  on  a 
small  screen. 


To  take  stock  of  the  situation,  an  investor 
could  use  the  IBM  Personal  Computer. 

With  our  Dow  Jones'"  Reporter,*  a  device 
called  a  modem1'  and  a  telephone,  you  can  access 
Wall  Street  and  the  world. 

Tap  the  Dow  Jones 
News /Retrieval  Service1"  for 
historical  and  current  stock 
quotes — day  or  night. 
W  A&a  (Use  our  Dow  Tones 

Reporter  not  only  for  easy 
access,  but  to  save  money 
on  connect  time.) 
Pull  10K  extracts  of 
over  6,000  companies. 

Get  industry  news. 
Even  enjoy  sports  news 
when  you've  had  your 
fill  of  business. 

lb  better  manage  your 
portfolio,  visit  an  authorized 
IBM  Personal  Computer  dealer.  And 
earn  how  a  small  IBM  investment  can  give 
you  a  high  yield  in  quality,  power  and 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


For  more  information  on  where  to  buy  the  IBM  Personal  Computer,  call  800-447-4700.  In  Alaska  or  Hawaii,  800-447-0890. 
tNot  supplied  by  IBM.  *Dow  Jones  Is  a  trademark  of  Dow  Jones  &  Company,  Inc. 
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Why  Accountemps 
specialized  personnel 
outperform 
other  temporaries. 


A 

-ZTlLccountemps  temporary  employees  go  right 
to  work  on  your  assignment  because  they  are  experienced 
professionals.  In  fact,  you'll  find  them  slightly  over-qualified  to 
do  the  job  better  and  fasten  So  there's  no  time-consuming 
orientation.  No  teaching.  No  excuses.  Just  the  most  efficient 
solution  to  your  temporary  accounting,  bookkeeping  and  data 
processing  problems.  For  a  day,  a  week,  a  month  or  longer  No 
matter  how  many  pros  you  need — whenever  you  need  them — 
wherever  you  need  them — in  the  United  States,  Canada  and 
Great  Britain — they'll  work  right  in. 

accountemps. 

Rent  an  Experts, 

©  19HS  Robert  Mali  International  Inc  All  offices  independently  owned  anil  operated 
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country  boy,  and  I  wanted  out." 

Back  in  Vermont,  he  tried  manag- 
ing an  inn — his  parents  ran  one  for 
years.  It  smacked  of  babysitting.  But 
Vaughan  seems  to  have  a  great  capac- 
ity for  learning  from  his  apparent  fail- 
ures. "I  knew  I  could  no  longer  ski 
professionally,"  he  says.  "I  knew  I 
couldn't  work  well  in  a  corporation, 
and  I  didn't  have  the  talent  to  be  a 
musician  or  an  artist.  I  did  know  ski- 
ing and  what  skiers  needed:  ski 
clothes  that  would  perform  and  look 
good,  too." 

The  CB  Sports  line  looks  so  good,  in 
fact,  that  it  has  become  a  target  of 
thieves.  To  discourage  pilferage, 
Vaughan  now  ships  orders  in  dispos- 
able-diaper and  bubble-gum  cartons. 

Vaughan  remains  one  of  the  few 
leading  skiwear  makers  who  have 
kept  production  in  the  U.S.  CB  Sports 


Like  many  businessmen, 
large  and  small,  Vaughan 
has  been  hounded  by  the  U.S. 
government,  in  his  case  for 
labor  practices.  But  turn- 
over runs  under  1%  a  year. 


plants  run  in  Vermont,  Massachu- 
setts and  upstate  New  York.  "I  don't 
believe  cheap  labor  will  guarantee  a 
product  that  will  let  you  sweep  the 
market,"  he  says.  "I  believe  our  prod- 
ucts are  more  than  competitive  when 
compared  in  design,  quality  and  val- 
ue. In  fact,  we  even  sold  $650,000  of 
our  goods  in  Japan  last  year." 

Like  many  businessmen,  large  and 
small,  Vaughan  has  been  hounded  by 
the  U.S.  government,  in  his  case  for 
labor  practices.  With  a  combination  of 
hourly  and  piecework  pay,  he  has  cre- 
ated a  work  force  of  more  than  300 
employees  who  clearly  like  what  they 
are  doing.  Turnover  runs  under  1%  a 
year.  "It's  like  working  in  a  country 
club,"  Vaughan  says.  "We  evaluate 
them" — his  employees — "every  three 
months,  which  means,  depending  on 
their  productivity,  that  they  have  a 
chance  for  a  pay  raise  each  quarter." 
There  are  no  unions  at  CB  Sports.  A 
few  years  ago,  during  a  routine  exami- 
nation by  the  Labor  Department,  an 
examiner  raised  a  question  about  pay- 
ments to  Vaughan's  independent  con- 
tractors. Vaughan  told  the  examiner 
that  he  employed  women  contractors 
who  wanted  and  needed  to  work  at 
home  because  they  cared  for  small 
children.  That,  according  to  the  gov- 
ernment, was  a  very  bad  practice.  So 


How  to  balance 
the  books. 


To  maintain  a  strong  foothold  in  financial 
and  accounting  matters,  a  businessperson  could  use 
the  IBM  Personal  Computer. 

It  helps  with  accounts  payable  by 
generating  everything  from  vendor 
files  to  month-end  credit  records. 

It  saves  time  on  accounts 
receivable  by  printing  invoices  and 
consolidating  multiple  transactions. 
The  computer  even  writes  checks. 
And  it  uses  general  ledger 
packages  that  improve  control 
and  productivity  today,  so 
you  won't  be  off  balance 
tomorrow. 
To  get  an  in-depth  account 
of  programs  from  both  Peachtree 
Software  Inc.  and  BPI  Systems, 
Inc.,  visit  an  authorized  IBM  Personal 
Computer  dealer. 
\bu'll  find  the  quality  of  the  IBM  Personal 
Computer  is  what  you'd  expect. 
The  price  isn't.  ='■ 


The  IBM  Personal  Computer 
A  tool  for  modern  times 
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For  more  information  on  where  to  buy  the  IBM  Personal  Computer,  call  800-447-4700.  In  Alaska  or  Hawaii,  800-447-089C. 
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Morton  Thiokol,  Inc. 

The  Chemistry  Is  Working 


The  merger  of  MortonNorwich 
and  Thiokol  created  a  company 
with  annualized  sales  approach- 
ing $2  billion  and  leadership 
positions  in  four  significant 
growth  areas: 

Specialty  Chemicals,  Morton 
Thiokol's  largest  product  category. 

High  Technology  Propulsion 

Systems  for  programs  like  the 
Space  Shuttle  and  the  Trident  and 
MX  missiles,  plus  ordnance. 

Salt.  Morton  Thiokol  is  the  largest 
salt  company  in  the  world. 

Household  Products.  Morton 
Thiokol  is  a  leading  marketer 
of  specialized  products  such 
as  Yes,  Fantastik,  Spray  'n  Wash 
and  K2r. 


The  two  companies  bring  together 
impressive  track  records.  During 
the  past  five  years  earnings  from 
continuing  operations  of  both 
MortonNorwich  and  Thiokol 
each  grew  at  compound  rates  of 
18  percent. 

The  pace  continues. 

Earnings  for  the  quarter  ended 
Dec.  31,  1982-the  first  full  quarter 
of  combined  operations-were  $1.20 
per  share.  This  represents  a  gain  of 
18  percent  over  a  year  ago  and  puts 
Morton  Thiokol  well  on  the  way 
toward  an  eighth  consecutive  year 
of  sales  and  earnings  increases. 

With  leadership  positions  in  the 
industries  it  serves  and  a  strong 
financial  base,  Morton  Thiokol 
is  poised  for  impressive  growth. 

The  chemistry  is  right. 


MortonThiokolInc. 

110  North  Wacker  Drive,  Chicago,  Illinois  60606 


Traded:  NYSE 

New  Ticker  Symbol:  MTI 

Stock  Table  Listing:  Morton 
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the  Labor  Department  brought  suit  on 
the  grounds  that  Vaughan  employed 
home  knitters  without  proper  permis- 
sion, violated  minimum-wage  and 
overtime  requirements  and  kept  im- 
proper records.  The  home  knitters,  the 
department  argued,  were  in  fact  em- 
ployees, not  independent  contractors. 

In  a  sense,  CB  Sports  won.  In  a 
settlement,  most  of  the  alleged  viola- 
tions were  dropped,  and  the  company 
conceded  no  liability.  "But  practical- 
ly," Vaughan  says,  "they  won.  They 
made  it  so  difficult  for  us  and  the 
women  who  wanted  to  knit  at  home 
by  their  record-keeping  requirements 
that  it  was  impossible  for  us  to  con- 


CB  Sports  has  prospered 
despite  high  interest  rates 
and  little  snow  in  the  east- 
ern U.S.  for  two  of  the  past 
three  winters.  New  products 
have  helped. 


tinue  using  home  knitters."  Ring  one 
up  for  Taiwan.  Still,  Vaughan  believes 
superior  management  can  produce 
productive  goods  inside  the  U.S. 

And  do  it  even  in  a  business  such  as 
skiwear,  which  is  greatly  affected  by 
two  factors  beyond  the  control  of  in- 
telligent management:  interest  rates 
and  snow.  CB  Sports  has  prospered 
despite  high  interest  rates  and  little 
snow  in  the  eastern  U.S.  for  two  of  the 
past  three  winters.  New  products 
have  helped,  and  they  continue  to 
come  on  line.  Sales  of  Australian 
lambs'  wool  sweaters  in  the  $80-to- 
$100  price  range  have  been  especially 
strong.  To  lessen  his  dependence  on 
the  ski  market,  Vaughan  intends  to 
expand  into  general  sportswear,  al- 
though he  has  no  intention  of  slack- 
ing off  in  high-performance  gear.  "I 
like  to  design  clothes  that  have  a  high 
content  of  technology,"  he  says.  He 
senses  a  responsive  market,  especially 
among  wind  surfers  and  ocean  sailors. 

Vaughan  rarely  mentions  one  big 
factor  in  his  success.  Patience.  An  in- 
cident in  his  cluttered  storefront  of- 
fice in  Bennington  illustrates  it.  A 
middle-aged  woman  pokes  her  head 
in  the  door  to  ask,  "Is  this  the  outlet 
store  for  CB  Sports?"  "No  ma'am," 
Vaughan  answers  politely.  "That  is 
down  the  street."  "Well,"  the  woman 
says,  "is  there  a  dress  shop  here?"  And 
again  Vaughan  says  no,  still  polite. 
But  then  Vaughan  is  a  man  who 
learned  how  to  make  ski  pants  all  by 
himself.  That's  patience  for  you.  ■ 


How  to  stay 
on  top  of  your 
inventory. 


To  helpgive  profits  a  lift,  a  businessperson 
could  use  the  IBM  Personal  Computer. 

With  Inventory  Control  by  Peachtree 
Software  Inc. ,  you  can  stay  on  top  of  it  all. 

Keep  track  of  each  item 
in  stock.  Maintain  vendor 
and  cost  files.  And  record 
period-to-date  and  year- 
to-date  sales  amounts  and 
merchandise  quantities. 
The  IBM  Personal 
Computer  will  also  help  monitor 
sales  performance  and  profit  margins. 
Help  you  decide  when  and  how 
much  to  reorder.  Even  print 
your  management  reports. 
To  take  stock  of  the  IBM 
Personal  Computer,  visit  an 
authorized  dealer  soon.  You'W 
see  that  the  quality  is  what  you'd 
expect  from  IBM.  The 

price  isn't.  a.  j—« 


The  IBM  Personal  Computer 
A  tool  for  modern  times 
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For  more  information  on  where  to  buy  the  IBM  Personal  Computer,  call  800-447-4700.  In  Alaska  or  Hawaii,  800-447-0890. 
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Hunt  Manufacturings  chairman  is  near- 
ing  retirement,  but  he  will  not  sell  control. 
Hunt  just  makes  too  much  money. 


The  king 
abdicates 


By  Paul  B.  Brown 


YP  ou  are  the  chairman  and  con- 
trolling stockholder  of  a  success- 
ful company  and  you  are  ap- 
proaching retirement  age.  You  have 
four  daughters,  but  none  of  them 
wants  to  step  into  your  shoes. 
Should  you  sell  out?  Or,  posterity 
be  damned,  hang  on  until  they  cart 
you  away?  George  E.  Bartol  is  the 
chairman  and  controlling  share- 
holder of  $78  million  (sales)  Hunt 
Manufacturing  Co.,  headquartered 
in  Philadelphia,  where  it  produces 
arts  and  crafts  supplies  and  light 
office  equipment.  Bartol  is  just  61 
and  he's  as  healthy  as  his  company, 
which  has  averaged  a  return  on  eq- 
uity of  close  to  20%  over  the  past 
five  years.  What  makes  Bartol  dif- 
ferent from  a  lot  of  other  owner- 
managers  of  successful  businesses 
is  that  he's  facing  the  problem  of 
succession  while  he  still  has  his 
wits  about  him. 

Bartol  plans  to  retire  at  his  April 
stockholders  meeting  and  leave 
the  company  in  the  hands  of  37- 
year-old  Ronald  J.  Naples,  who  al- 
ready has  the  chief  executive  title. 

Bartol  will  still  control  the  com- 
pany but  no  longer  run  it  day  to  day. 
Why  not  simply  sell  the  family's  51% 
position?  The  stock  now  sells  on  the 
American  Stock  Exchange  at  13  times 
earnings,  and  a  controlling  block 
ought  to  be  worth  even  more  than  that. 
He  and  his  family  could  walk  away 
with  maybe  $32  million  and  nary  a 
worry  in  the  world. 

"We  are  not  going  to  sell  because 
we  don't  think  there  is  a  better  invest- 
ment out  there,"  Bartol  replies.  "This 
company's  potential  is  terrific.  We 


want  to  grow  sales  to  $500  million 
and  then  maybe  to  $1  billion." 

Why  doesn't  he  do  it  himself?  "A 
61 -year-old  man  probably  wouldn't  be 
as  effective  in  a  company  committed 
to  that  kind  of  growth  as  someone 
who  is  under  40,"  he  says.  Many  peo- 


Hunt  's  Bartol  and  Xaples 
Let  go?  Yes.  Disappear?  No. 

pie  past  60  would  disagree,  but  Bartol 
has  thought  things  out  carefully.  He 
concluded  that  the  next  stage  of  the 
company's  growth — a  quantum 
leap — would  require  a  leader  whose 
energy  was  boundless  and  who  could 
afford  to  take  a  good  long  view  of 
things.  Here's  why: 

The  office  supply  market  (about 
41%  of  1982  sales  but  about  49%  of 
earnings)  isn't  expected  to  grow  much 
more  than  7%  a  year  over  the  next  ten 


years,  and  many  of  Hunt's  products 
have  already  saturated  their  markets. 
Its  Boston  pencil  sharpeners  have  55% 
of  their  market.  Its  desk  organizers 
have  35%  to  40%  of  their  market,  and 
its  paper  punches  have  close  to  30%. 
Not  much  room  for  big  growth  there, 
the  kind  that  could  produce  the  $500 
million  company  Bartol  dreams  about. 

However,  as  befits  a  graduate  of  West 
Point  and  the  Harvard  Business  School, 
Ron  Naples,  Bartol's  chosen  successor, 
has  his  battle  plans  all  drawn  up.  He 
wants  a  bigger  piece  of  the  peripheral- 
equipment  market  that  is  expected  to 
appear  after  all  those  word  processors 
and  personal  computers  are  on  every- 
one's desk.  Hunt  is  beginning  to  mar- 
ket products  like  stands  to  support 
word  processors  and  desks  especially 
designed  to  house  the  machines. 

Besides  riding  the  computer  trend, 
Naples  is  on  a  quite  different  but 
equally  powerful  trend:  leisure  time. 
The  company  already  does  about  $38 
million  a  year  in  arts  and  crafts  items 
such  as  paint,  charcoals  and  calligra- 
phy pens.  He  plans  to  get  more  of  this 
fast-growing  market  by  making  ac- 
quisitions but  not  until  Hunt 
works  down  the  $9.5  million  in 
debt  remaining  from  the  $15  mil- 
lion in  borrowings  it  took  on  to 
buy  a  hobby  knife  company  (X- 
Acto)  and  a  dollhouse  miniature 
company  (House  of  Miniatures) 
from  CBS.  Naples  calls  the  strategy 
"aggressive  but  not  flashy." 

Bartol  approves  all  this  and 
promises  full  support.  He  plans  to 
sell  off  a  portion  of  the  family  hold- 
ings soon  but  will  continue  hold- 
ing a  significant  block  as  a  security 
blanket  for  Naples.  Says  Bartol: 
"We  don't  want  management  be- 
ing sniped  at  by  unfriendly  ac- 
quirers if  the  company  has  a  bad 
year  because  of  investments  or 
something  beyond  its  control." 

It  sounds  good:  a  company 
launched  in  two  growth  markets 
and  with  an  aggressive  new  CEO  at 
the  helm  who  has  the  support  and 
_  confidence  of  the  controlling  inter- 
ests. To  show  he  really  means  to  step 
aside,  Bartol  plans  to  vacate  his  big 
office.  Will  he  really  let  his  young 
successor  run  the  company?  Yes,  Bar- 
tol says.  Will  Bartol  just  disappear? 
Not  entirely,  he  says.  "My  role  will  be 
to  provide  advice  and  counsel.  It's  a 
tough  role  to  play." 

Tougher  than  it  sounds.  Will  Bartol 
have  the  discipline?  Will  Naples  have 
the  ability?  It  will  be  interesting  to  see 
what  the  next  few  years  will  bring.  ■ 
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THE  LANIER  TYPEMASTER  TRIAL  OFFER 


See  it  do  the  work  of  three  ordinary 
electrics  in  the  space  of  one. 


A  TRIAL  OFFER* 

DESIGNED 
TO  IMPRESS  YOU. 

We  want  you  to  see 
exactly  how  productive 
and  easy  to  use  the 
TypeMaster  can  be.  So 
we'll  set  up  the  equip- 
ment. We'll  train  any 
one  person  you  choose. 
And  we'll  let  you  try  the 
software  that's  right  for 
your  business. 

NO  PROBLEM®  TYPING 
IN  THE  SPACE  OF  AN 
ORDINARY  ELECTRIC. 

We  designed  the  Type- 
Master  with  the  printer 
built  into  the  top.  lb 
give  you  No  Problem 
typing  in  one  compact 
unit.  You'll  get  letter- 
perfect  pages  printed 
in  less  than  40  seconds. 
And  you  can  store  up 
to  40  of  those  pages  on 
each  memory  disc. 

AN  INVESTMENT 
THAT  PAYS  OFF. 

Because  the  TypeMaster 
is  much  more  efficient 


than 

ordinary 
electric  type- 
writers, we  estimate 
that  it  can  pay  for  itself 
in  a  year. . .  or  less. 
For  example,  while  one 
document  is  printing 
out,  your  secretary  can 
be  typing  another  on 
the  screen.  So  work 
gets  done  faster,  and 
there's  time  to  handle 
other  jobs. 

SEEING  IS  BELIEVING. 

After  using  the  Type- 
Master  for  a  few  weeks, 
you'll  see  how  it  gets 
your  typing  back  faster, 
looking  better  and  right 
the  first  time.  You'll  also 
see  how  responsive  we 
are  in  training,  service 
and  support.  With  all 
this  in  mind,  we  think 
you'll  want  to  keep  the 
TypeMaster. 

But  don't  take  our 
word  for  it.  Prove  it  to 
yourself  in  your  own 
office. 


*Thal  charges  may  be  partially  applied  to  your 
TypeMaster  purchase. 


There's  only  one  place  to 
judge  the  real  value  of  Lanier's 
TVpeMaster:  in  your  own  office. 
With  your  own  people.  On  your 
own  work.  That's  the  idea  behind 
our  Trial  Offer.  Tb  let  you  see  how 
the  TypeMaster  can  do  the  work 
of  three  ordinary  electrics. 

Send  us  this  coupon  to  set  up  an  immediate  appoint- 
ment. Or  call  (800)  241-1706.  Except  in  Alaska  and 
Hawaii.  In  Georgia,  call  collect  (404)  321-1244. 

©  1982  Lanier  Business  Products,  Inc. 


Mail  to: 

Lanier  Business  Products,  Inc. 

1700  Chanhlly  Drive  N.E.,  Atlanta,  GA  30324 

Feb.  14  '83  Forbes  4  21  B  B3 


Name 

Title 

Phone 

Best  time  to  call 

Firm 

Address 

County 

City 

State 

Zip 

Makers  of  the  TypeMaster.™ 
No  Problem*  Typewriter.  No  Problem  Shared  System™  and  EZ-1™  Work  Processor 


Noxell  has  occupied  its  profitable  little 
niche  for  over  50  years.  But  now  things 
may  start  to  get  crowded. 

Time  to  make 
a  move 


By  Aaron  Bernstein 

H1  ow  does  a  little  cosmetics 
company  like  Noxell  Corp. 
i  ($260  million  sales)  from 
Cockeysville,  Md.  sail  through  a 
bruising  recession  while  the  indus- 
try's giants  fall  down?  By  sticking  to 
what  it  does  best — aggressive  market- 
ing at  the  lower  end  of  the  price  scale. 

Noxell 's  8%  unit  growth  over  the 
past  five  years  dropped  to  7%  last 
year,  but  that  certainly  beats  the  rest 
of  the  industry,  which  has  been  flat 
for  years.  Earnings  grew  about  16%, 
compared  with  12%  for  the  industry 
over  the  five  years. 

Demand  for  cheaper  cosmetics  like 
Noxell's  is  no  surprise  in  a  recession, 
but  analysts  see  other,  more  funda- 
mental shifts  at  work.  As  women 
moved  into  the  labor  force  in  huge 
numbers  during  the  1970s,  many 
found  cosmetics  no  longer  a  luxury, 
but  a  daily  necessity.  In  a  subtle  way, 
that  changed  marketing.  As  Jack  Salz- 
man,  consumer  products  analyst  at 
Smith  Barney,  puts  it:  "The  1970s 
took  a  lot  of  hype  out  of  cosmetics 
marketing.  Women  decided  they 
wanted  good  value  and  convenient 
purchasing,  which  lies  at  the  mass 
end,  not  at  Bergdorf  Goodman's." 

Noxell,  founded  in  1917  by  Balti- 
more druggist  George  A.  Bunting,  was 
already  there.  Noxzema  skin  cream 
was  Noxell's  main  product  for  over  40 
years.  In  1961  came  Cover  Girl  cos- 
metics, a  line  of  facial  foundations. 
Since  Noxzema  was  already  in  drug- 
stores and  mass  merchandiser  outlets, 
Cover  Girl  could  be  piggybacked  on 
the  existing  distribution  system. 
From  the  start,  then,  Cover  Girl  was 
run  more  like  a  toiletries  business 
than  a  fashion-oriented  cosmetics 
business. 
After  so  many  years  of  catering  to 


President  George  Bunting  Jr.  of  Noxell 
What  would  grandfather  do? 


mass  retailers,  Noxell  has  learned  its 
market  well.  Drug  and  food  stores  de- 
pend on  fast  turnover  rather  than  high 
margins,  so  Noxell  keeps  the  number 
of  different  shades  of  each  product 
line  to  a  minimum,  offering  at  low 
prices  only  the  colors  most  women 
use.  Result:  Cover  Girl  averages  six  to 
seven  turns  on  the  shelf  a  year,  com- 
pared with  Revlon's  three  or  four. 

When  Revlon  tried  to  move  into  the 
mass-market  end  two  years  ago,  it 
botched  the  job  by  telling  retailers 
they  had  to  take  a  huge  package  of 
about  100  stock-keeping  units.  Many 
balked,  and  Revlon  had  to  back  down. 
Reminded  of  how  this  interloping 
competitor  came  to  grief,  George  L. 
Bunting  Jr.,  Noxell's  42-year-old 
president  and  grandson  of  the 
founder,  puts  on  a  broad  smile.  "We 
try  to  build  a  long-term  relationship 
with  the  trades  and  show  them  we 
look  after  their  needs  and  not  just  our 
own,"  he  says.  Noxell  operates  on  the 
principle  that  it  must  sell  the  retailer 
as  well  as  the  end  customer. 

As  an  example  of  its  solicitous  re- 
gard for  the  retailer,  Noxell  intro- 


duced the  modular  display.  The  black 
plastic  display  with  chrome  trim  and 
mirrors  catches  the  eye  and  lets  the 
customer  see  all  the  products  at  once. 
The  packages  are  on  pegboards,  easily 
accessible  and  simple  to  restock.  The 
angular  design  saves  up  to  15%  floor 
space.  Says  Bunting,  ''We  sell  the  dis- 
play to  the  store,  use  part  of  it  for 
Cover  Girl,  and  they  recoup  their 
money  by  renting  the  rest  out  to  our 
competitors.  And,"  he  adds,  "we  get 
the  center  spot." 

Noxell  also  pioneered  cosmetics 
sales  in  food  stores  starting  in  the 
early  Sixties. 

The  other  ingredient  in  Noxell's 
success  is  heavy  advertising.  It  has  to 
outspend  the  gigantic  likes  of  Revlon 
and  Schenng-Plough's  Maybelline.  Its 
ads  use  such  nationally  known  mod- 
els as  Cheryl  Tiegs  and  have  put  Nox- 
ell in  the  top  100  advertisers  for  13 
straight  years.  Advertising  consistent- 
ly runs  over  20%  of  sales — well  above 
the  industry  norm. 

The  trouble  with  any  business  for- 
mula is  that  it  can  be  copied.  Noxell's 
Bunting  knows  he  must  be  prepared 
for  that  day  of  stepped-up  competi- 
tion, but  Noxell  doesn't  seem  able  to 
make  up  its  mind  which  way  it  wants 
to  go.  In  1980  it  bought  13%  of  Neu- 
trogena,  a  specialty  soapmaker,  with 
an  eye  for  a  merger,  but  sold  the  stock 
back  last  year.  There's  a  small  Texas 
chili  manufacturer  called  Cahente 
Chili;  Bunting  has  to  decide  whether 
or  not  to  exercise  an  option  to  buy  by 
midyear.  Lestoil,  a  household  cleaner 
that  accounts  for  about  7%  of  Nox- 
ell's sales,  has  languished  as  a  regional 
brand  in  the  East  ever  since  Bunting 
bought  it  in  1969. 

Bunting  now  says  the  focus  will  be 
on  internal  product  development.  So 
far  not  all  has  been  smooth  sailing. 
Raintree  Hand  &  Body  Lotion,  intro- 
duced in  1981  as  Noxell's  entrance 
into  moisturizers,  has  never  really 
gotten  off  the  ground,  partly  due  to 
bad  timing.  Three  new  products  from 
competitors  unexpectedly  hit  the 
market  when  Raintree  did.  And  then 
Natalie  Wood,  around  whom  the  ad 
campaign  was  built,  died  suddenly. 

Bunting  has  been  doing  a  little  bet- 
ter with  Moisture-Wear,  a  foundation 
and  cream  line  launched  in  1976  to 
appeal  to  older  women.  But  it  hasn't 
caught  on  in  a  big  way. 

Until  now,  Noxell  has  done  an  im- 
pressive job,  but  Allan  Mottus  of  Mot- 
tus  &  Associates  puts  the  problem 
bluntly:  "They  have  to  expand,  and 
the  time  of  making  decisions  about 
how  is  now  upon  them."  Good  luck, 
George  Bunting.  Your  grandfather  is  a 
tough  act  to  follow.  ■ 
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TO  MORE  OF  THE  ORIENT... 
FROM  MORE  OF  AMERICA... 
THAN  ANY  OTHER  AIRLINE. 


OUR  WAY:  FASTEST 
FROM  MOST  U.S.  CITIES. 

42  NONSTOPS  EVERY  WEEK. 
NEW  YORK  —  TOKYO 
CHICAGO  —  TOKYO 

CHICAGO  —  SEOUL 

(Beginning  June  1983.) 

SEATTLE/TACOMA  —  TOKYO 
SEATTLE/TACOMA  —  SEOUL 
LOS  ANGELES  —  TOKYO 
HONOLULU  —  TOKYO 
HONOLULU  —  OSAKA 

•  The  most  nonstop,  direct  and 
connecting  flights  going. 

•  Service  from  56  cities  throughout  the  U.S. 

•  Service  to  TOKYO  •  OSAKA  •  SEOUL 

•  OKINAWA  •  GUAM  •  TAIPEI  •  MANILA 

•  HONG  KONG 


THE  ONLY  SLEEPER  SEATS  IN 
ANY  BUSINESS  CLASS. 


The  sleeper  seats  on  the  private  upper 
deck  of  our  all-747  international  fleet  are 
exclusively  for  Executive  Class  passengers. 

Sleeper  seats  in  Executive  Class  are  limited 
and  must  be  reserved  in  advance.  Or,  you 
can  choose  separate  preferred  seating  on 
our  main  deck  with  movies  and  much  more. 

And  every  First  Class  passenger  enjoys  a 
sleeper  seat. 


OUR  FIRST  CLASS  AND  EXECU- 
TIVE CLASS  INTERNATIONAL 
PASSENGERS  ENJOY: 

•  First  Class  travel  on  connecting 
Northwest  Orient  domestic  U.S.  flights. 

•  Privileged  check-in  and  baggage 
handling. 

•  Regal  Imperial  dining  with  choice  of 
wines  and  entrees. 

•  Complimentary  cocktails  and  stereo 
headsets. 

For  flight  information  and  reservations  on 
America's  fastest,  easiest  way  to  the  Orient, 
call  your  travel  agent,  corporate  travel 
department  or  Northwest  Orient. 


OUR  WAY:  Serving  more  of  the 
Orient . . .  from  more  of  America . . 
than  any  other  airline. 


^NORTHWEST  ORIENT 


THE  WORLD  IS  GOING  OUR  WAY. 


Audi  offers  more 
high-performance 
German  luxury  cars 
than  anyone. 

Surprised? 


/^^^H  In  a  sea  of  newly 
^/jgjr  minted  "performance" 
cars,  automakers  are  suddenly  ex- 
tolling the  pleasures  of  "varroom. " 

Performance  is,  once  more,  "in." 

At  Audi,  it  was  never  "out." 

After  decades  of  refining  per- 
formance automobiles,  our  engi- 
neers in  Germany  find  all  this 
amusing. 

lb  those  discerning  car  buyers, 
the  most  sophisticated  high- 
performance  luxury  cars  continue 
to  come  from  Germany. 

The  most  complete  line  of 
which  comes  from  Audi,  for  1983. 
The  recent  addition  of  the  5000 
Turbo  Diesel,  the  Quattro  Turbo 
and  GT  Coupe  illustrates  Audi's 
commitment  to  performance. 

Without  hyperbole,  we  can  say 
that  no  luxury  Sports  Coupe  can 
compete  with  our  Quattro  Turbo. 

Ask  those  rally  drivers  who 
have  tried  to,  in  America  and  in 
Europe.  The  Quattro  Turbo's  pow- 
erhouse tandem  of  all-wheel  drive 
and  turbocharged  five-cylinder 
engine  has  led  to  eight  straight 
victories  in  SCCA  competition  in 
the  United  States — following  one 
stunning  victory  after  another  in 
Europe. 

Turbocharged  engine  power  is 
also  readily  available  in  our  5000 
flagship  line.  The  5000  Turbo  Gas 
and  the  5000  Turbo  Diesel.  Two 
full-sized,  high-performance  Ger- 
man luxury  cars  with  turbo  exhila- 
ration. A  rare  blending  of 
elegance,  power  and  remarkably 
quick  reflexive  handling. 

In  a  mere  7.5  seconds,  the 
3000-pound  5000  Turbo  can  bring 
you  comfortably  to  50  miles  an 
hour.  Even  the  Turbo  Diesel  is  a 
top  performer  with  its  2.0Titer, 
five-cylinder  power  plant. 


When  we  introduced  our  GT 
Coupe,  it  was  named,  without 
question,  by  the  editors  of  Road  & 
Track  "Best  Sports  Coupe  For  The 
80*s." 

We  weren't  surprised.  It  is  one 
of  the  few  genuine  Grand  T>uring 
Coupes.  And  the  only  front- 
wheel  drive,  five-cylinder  Coupe 
in  the  world.  Aerodynamically  de- 
signed, it  thrives  on  tight,  hairpin 
curves. 

Some  of  the  most  enjoyable 
performance  driving  you'll  ever  do 
will  be  in  our  4000  Sports  Sedan. 
It  is  extremely  agile,  the  steering 
very  light.  Front-wheel  drive. 
Four-cylinder,  1.7-  liter  engine. 

Available  as  a  two-door,  four- 
door,  or  '82  diesel  model,  the 
4000s  offer  many  exciting  features 
as  standard  equipment  and  have 
a  low  starting  base  price  of  only 
$10,205.* 

No  matter  which  Audi  you  buy, 
you  get  the  high  level  of  luxury  you 
expect  from  motor  cars  in  this 
class.  Because,  here  in  Ingolstadt, 
Germany,  we  engineer  thoughtful 
luxuries  into  every  Audi.  For  ex- 
ample, a  few  of  the  luxurious  ap- 
pointments available  in  certain 
Audi  models  include:  air  condi- 
tioning, power  windows,  central 
door/trunk  locking  system,  sump- 
tuous seats  (genuine  leather  avail- 
able) and  AM/FM  stereo/cassette 
radio. 

Simply  stated,  in  a  luxury  Audi, 
performance  means  something  to- 
day. Because  it  always  has. 

For  your  nearest  Porsche  Audi 
dealer  or  details  on  the  Audi  De- 
livery in  Europe  Program,  call  toll- 
free  (800)  447-4700.  In  Illinois, 
(800)  322-4400. 

©  1983  Porbche  Audi 

PORSCHE  +  AUDI 


Audi:  the  art  of  engineering. 

Use  "est  mpg"  for  comparison  Mpg  and  range  vary  with  speed,  trip  length,  weather  Actual  hwy.  mpg  and 
hwy  range  will  be  less  "Use  mfr's  sugg.  retail  price  Title,  taxes,  transp  ,  registration  and  dealer  prep  add'l 


Taxing  Matters 


A  new  law  makes  it  possible  for  more 
companies  to  contribute  more  money  to 
employee  stock  ownership  plans. 


An  ESOP  fable 


By  Laura  Rohmann 

Effective  last  month  the  fed- 
eral government  has  broadened 
its  tax  subsidy  for  employee 
stock  ownership  plans  ESOP'.  The 
idea  is  to  make  it  even  easier  for  com- 
panies to  cut  employees  mto  share 
ownership. 

In  1975  Congress  authorized 
TRASOP  (tax  reduction  act 
stock  ownership  plan1.  This 
gave  compames  tax  breaks  if 
they  contributed  corporate 
money  to  buy  stock  and 
turned  it  over  to  employee 
stock  ownership  plans.  Com- 
panies with  TRASOPs  could 
take  an  additional  1%  credit 
on  their  capital  expenditures 
i or  a  1.5%  credit  if  employ- 
ees contributed,  too)  over 
and  above  the  usual  invest- 
ment tax  credit.  Of  course,  a 
company  couldn't  keep  the 
money;  it  had  to  contnbute 
it  to  the  ESOP.  So,  the  more 
money  compames  spent  on 
plant  and  equipment,  the 
more  money  they  could  contnbute  to 
their  ESOPs. 

Nice  for  employees  of  capital-inten- 
sive companies.  Not  so  nice  for  em- 
ployees of  companies  that  didn't  buy 
and  build  a  lot  of  plant  and  machin- 
ery. Such  companies  as  MCI  Commu- 
nications. PEPCO,  Dow  and  other  re- 
finers, mining  companies  and  wood 
products  firms  thus  started 
TRASOPs.  It  was  a  bonanza  for  their 
employees,  who  frequently  received 
stock  equal  to  5%  of  their  salaries. 

But  employees  of  companies  that 
did  relatively  little  capital  spending 
were  losing  out.  Why  should  oil  com- 


pames and  utilities  get  a  tax  break 
that  we  can't  have,  asked  firms  in 
labor-intensive  businesses  such  as  re- 
tailing, msurance  and  banking. 

So  among  the  1981  Economic  Re- 
covery Tax  Act  reforms  was  a  bill  to 
replace  TRASOP  with  PAYSOP,  a 
payroll-based  plan.  PAYSOP  allows 
firms  to  contnbute  0.5%  of  their  pay- 
roll to  an  ESOP  in  1983  and  1984  and 


0.75%  in  1985  through  1987,  and  de- 
duct those  amounts  from  their  tax 
bills.  The  idea  was  to  broaden  greatly 
the  base.  Among  some  650  of  the  na- 
tion's largest  firms,  TRASOPs  were 
used  by  only  32%,  according  to  sur- 
veys done  by  compensation  and  bene- 
fit consultant  Hewitt  Associates.  But 
Hewitt  expects  up  to  700  of  the  1,000 
largest  firms — more  than  twice  as 
high  a  proportion — to  have  PAYSOPs 
by  the  time  they  file  their  1983  tax 
returns.  Hewitt  paraier  Richard  Hut- 
son  estimates  the  average  employee 
will  have  SI, 000  m  PAYSOP  holdings 
by  1987. 


That's  great  for  the  worker.  But 
what's  the  benefit  to  the  corporation- 
Well,  there's  the  obvious,  if  intangi- 
ble, goal  of  getting  employees  to  work 
harder  and  better.  Over  and  above 
that,  however,  PAYSOP  plans  can  be- 
come a  source  of  fresh  equity  capital. 
Rather  than  using  the  tax  savmgs  to 
buy  stock  on  the  open  market,  most 
corporations  just  issue  new  shares, 
says  Luis  Granados,  managing  direc- 
tor of  the  ESOP  Association,  a  lobby- 
ing and  news  organization.  There's  a 
bit  of  equity  dilution  involved,  but  it's 
a  cheap,  easy  way  to  raise  capital  on  a 
regular  basis. 

The  money  involved  isn't  much  so 
far  as  the  really  large  compames  are 
concerned.  Look  at  Pfizer's  TRASOP. 
From  1975  through  1981,  Pfizer  con- 
tnbuted  about  S4.5  million  of  stock  to 
its  TRASOP,  or,  on  average,  a  little 
more  than  one  share  per  eligible  em- 
ployee per  year.  After  seven  years  that 
increased  Pfizer's  outstandmg  shares 
by  0.16% — hardly  a  large  dilutive  fac- 
tor for  a  corporation  with  revenues  of 
S3. 5  billion.  And  Pfizer  expects  the 
size  of  its  plan  could  double  under 
PAYSOP. 

At   Sears,   Roebuck,   a  TRASOP 


would  have  been  uneconomical,  pro- 
viding less  than  S10  of  stock  per  em- 
ployee. "We  would  have  felt  embar- 
rassed giving  an  employee  a  fractional 
share  of  stock,"  says  Sears  tax  attor- 
ney Ted  Bower.  Now,  under  PAYSOP, 
Bower  says,  Sears  is  subsidized  for  an 
annual  stock  contribution  of  SI 00  per 
employee.  So  Sears  will  be  puttmg  an 
annual  S30  million  into  its  ESOP. 
What  the  Treasury  will  lose  in  taxes, 
Sears  workers  will  gam  m  the  form  of 
Sears  stock. 

What  Sears  loses  in  the  form  of 
slight  equity  dilution,  it  gams  m  en- 
hanced cash  flow.  Nice  all  around.  ■ 
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TO  THE  FRONT  IN  THE 


Presenting  Ike 
Royal  Task  Force. 

In  today's  battle  for  increased  office 
productivity,  you  need  a  copier  that's 
an  ally,  not  an  enemy.  That's  why 
we've  assembled  the  Royal  Task 
Force.  An  elite  line  of  tougher,  more 
dependable  copiers  with  the 
advanced  features  and  options  to 
meet  any  copying  challenge. 

If  you're  fortifying  a  small  office, 
Royal  is  ready  with  a  better  quality 
desktop  copier.  If  you're  holding  the 
middle  ground,  Royal  has  a  choice  of 
productive  medium-volume  copiers. 
If  you  have  a  larger  mission,  Royal 
offers  features  like  reduction  and 
automatic  document  feeding  and 
sorting. 

Whether  you  need  one  reliable 
copier,  or  an  entire  corporate  platoon, 


the  Royal  Task  Force  is  prepared  for 
active  duty.  And  every  copier  we 
put  in  the  field  is  backed  by  a 
nationwide  army  of  expert  service 
engineers. 

Take  the  first  step  towards 
greater  productivity,  call  toll-free 
1-800-528-6050  Ext.  2246 
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c  1983 


By  Ben  Weberman 


Investors  take  note:  A  lot  of  banks  did 
better  last  year  than  was  apparent  from  the 
published  earnings  figures. 


Now  you  see  it, 
now  you  don't 


and  Harris  Bankcorp,  are  getting 
ready.  They  are  taking  losses  in  1982 
to  avoid  taking  them  later.  It  was  rela- 
tively painless  to  do  because  many 
banks  had  good  1982  operating  in- 
come, allowing  some  big  writeoffs. 

For  example,  Chemical's  operating 
earnings  last  year,  at  $270  million, 
were  up  25%  from  1981.  So  Johnson 
threw  S28. 5  million  in  securities  losses 
against  them.  Writeoffs  were  carefully 
matched  against  income  for  maximum 
tax  savings.  Of  even  greater  impor- 
tance, the  average  maturity  of  Chemi- 
cal's S3. 8  billion  bond  portfolio  was 
shortened  from  7.2  years  to  5.2  years, 
thus  reducing  its  exposure  if  interest 
rates  unexpectedly  rise.  Shorter-matu- 
rity bonds,  particularly  U.S.  Treasury 
issues,  have  much  greater  liquidity, 
too,  Johnson  explains,  because  so 
many  of  them  are  outstanding. 

Finally,  the  bond-swapping  enabled 
Chemical  to  improve  quality  by  re- 
placing federal  agency  issues  like  Gin- 
ny  Mae  passthroughs  with  short-term 
U.S.  Treasury  direct  obligations,  such 
as  a  SI  billion  October  purchase  of 
three-year  notes,  and  by  swapping 
long-term,  low-coupon  municipal 
bonds  with  short-term  8%  tax-frees. 

The  latter  piece  of  restructuring 


Here's  one  more  reason  never 
to  take  income  statements  at 
face  value:  Investment  losses 
wiped  out  more  than  a  third  of 
Chemical  Bank's  S80  million  net  op- 
erating income  in  1982's  fourth  quar- 
ter, but  Thomas  Johnson,  Chemical's 
canny  senior  executive  vice  president, 
is  hardly  ashamed  of  it.  In  fact,  he's 
downright  proud  of  his  1982  showing. 

The  one-third  decline  was,  as  it 
turns  out,  more  apparent  than  real. 
Chemical  deliberately  absorbed  giant 
losses  generated  by  extensive  restruc- 
turing of  its  investment  portfolio. 
And  Chemical  was  not  alone.  A  lot  of 
banks  did  the  same,  although  Citi- 
bank, BankAmenca  and  Chase  did 
not  follow  suit. 

For  reasons  such  as  this  it  is  getting 
harder  for  the  casual  investor  to  make 
sense  of  earnings  statements.  In  this 
case,  two  developments  were  respon- 
sible, one  in  accounting,  one  initiated 
by  the  tax  collectors. 

The  first  is  an  auditing  change 
sought  by  the  SEC  and  endorsed  by 
the  staff  of  the  American  Institute  of 
Certified  Public  Accountants.  It 
would  largely  eliminate  the  distinc- 
tion between  "above-the-line"  operat- 
ing profits  and  "below-the-line"  net 
income.  Instead,  banks  would  report  a 
single  profit  total,  incorporating  loan 
performance,  bond  and  currency  re- 
sults and  investment  gains  or  losses. 

This  distresses  some  bankers,  who 
think  their  results  will  swing  wildly 
from  year  to  year  on  the  vagaries  of 
markets  and  currencies.  These  have 
been  stated  separately  and  the  impact 
of  these  swings  was  isolated  from  op- 
erating income.  Since  the  one- 
number  concept  is  the  SEC's  brain- 
child, though,  bankers  will  have  little 
choice.  So  banks  like  Chemical,  as 
well  as  Mellon,  Morgan,  Wachovia 


brings  up  the  second  big  change  of 
1983 — a  new,  indirect  tax  on  banks' 
mumcipal  bond  portfolios.  Robert  En- 
gel,  executive  vice  president  and  trea- 
surer of  J. P.  Morgan,  points  out  that 
while  the  federal  government  still 
makes  no  effort  to  tax  interest  on 
state  and  local  government  bonds — a 
sensitive  legal  question — Congress 
has  now  found  a  way  to  do  it  through 
the  back  door.  The  Tax  Equity  &.  Fis- 
cal Responsibility  Act  of  1982  pro- 
vides that  only  85%  of  the  interest 
cost  incurred  to  carry  a  municipal 
bond  portfolio  can  be  deducted  on 
bank  tax  returns. 

The  law  "grandfathers"  all  munici- 
pal bonds  held  on  Dec.  31,  1982. 
Many  banks  built  their  muni  portfo- 
lios at  the  end  of  the  year  and  restruc- 
tured them.  Morgan  lopped  $47.5  mil- 
lion in  securities  losses  off  its  1982 
net  operating  income  of  $442  million. 
A  good  part  of  the  loss  was  probably  in 
muni  bonds  swapped  to  beat  the 
grandfathering  deadline. 

Wachovia  Corp.  of  Winston-Salem, 
N.C.  also  did  heavy  cutting,  reducing 
1982  operating  income  by  nearly  $25 
million.  It's  simple,  says  President 
John  Medlm:  "If  you  saw  $25  million 
lymg  on  its  side  and  not  earning  its 
way,  wouldn't  you  consider  swaps?" 

For  Pittsburgh-based  Mellon  Bank, 
the  logic  was  so  compelling  that  it 
chose  to  turn  a  fourth-quarter  operat- 
ing-income increase  into  a  declme  in 
net — from  an  above-the-lme  $40.6 
million,  up  from  $38.2  million  in 
1981,  to  $31.8  million  in  net  income, 
down  from  $37  million. 

What  it  boils  down  to  is  this:  Under 
the  accounting  rules,  the  banks  will 
show  as  a  loss  some  transactions  that 
are  really  gains  so  far  as  income,  qual- 
ity and  taxes  are  concerned.  The  pro- 
fessionals won't  be  misled  because 
they  can  analyze  the  statements.  But 
the  ordinary  investor  ends  up  with  a 
single  bottom-line  figure  probably 
less  dependable  than  the  old  system  of 
two  bottom-line  figures.  ■ 


The  luxury  of  losses 


Banks  with  the  best  operating 
earnings  are  able  to  take  large  secu- 


rity losses,  paving  the  way  for  even 
better  results  later  on. 


— Operating  income — 
%  change 

1982 

 Net  income  

security 

%  change 

1982 

from 

losses 

1982 

from 

Company 

(millions) 

1981 

(millions) 

(millions) 

1981 

JP  Morgan  &  Co 

$441.7 

16% 

S47.5 

S394.2 

11% 

Chemical  New  York  Corp 

269.0 

25 

28.5 

240.5 

12 

Wachovia  Corp 

77.7 

17 

24.3 

53.4 

4 

Barnett  Banks  of  Fla 

64.5 

42 

7.8 

56.7 

36 

First  Atlanta  Corp 

43.4 

19 

4.9 

38.4 

15 

Harris  Bankcorp 

40.0 

21 

4.3 

35.7 

20 

Sun  Banks  of  Fla 

38.7 

31 

4.5 

34.2 

30 
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\\  hen  you're  a  computer  customer,  or  thinking  of  becoming  one 
the  world  can  appear  to  be  a  very  complicated  place. 
It  may  help  to  keep  a  very  simple  idea  in  mind. 
The  IBM  umbrella. 

If  you're  a  small  business  ready  to  bring  your  information 
processing  together,  or  a  big  business  ready  to  spread  it  around.  IBM 
has  you  covered  v\  ith  system  and  programming  solutions  suited  to 
yd  >ur  unique  requirements. 

W  hen  you're  processing  words  and  want  to  do  data  (or  the  other 
way  around!  IBM  has  you  covered  with  quality  products  that  do  one  c 
the  other,  or  both. 

W  hen  fast  and  reliable  service  can  be  the  difference  between 


*of  it  and  loss,  IBM  has  you  covered  with  the  most  experienced  and 
idely  skilled  organization  in  the  industry. 


When  you  want  the  products  you  buy  to  be  supported,  refined 
id  enhanced  over  time,  IBM  has  you  covered  with  a  research  and 
^velopment  program  funded  with  more  than  $8  billion  over  the  past 
k  years. 

When  you  want  a  company  that  will  keep  caring  after  the  selling 
done,  IBM  has  you  covered  with  a  nationwide  system  of  customer 
lucation,  including  seminars  and  customer  support  centers. 

The  IBM  umbrella. 

If  you  want  to  stay  on  top  of  your  information  needs,  it  will  pay 
get  under  it. 


Selling  the  stuff  that  comes  out  of  the  tap 
has  always  been  a  nice,  steady,  dull  utility 
business.  So  why  is  it  worth  a  premium? 


Water  money 


By  Jeff  Blyskal 


Even  Adam  Smith  was  con- 
founded by  this  paradox  of  val- 
ue: Water,  he  reasoned,  was  a 
necessity  of  life,  yet  was  a  relatively 
cheap  commodity.  Diamonds,  on  the 
other  hand,  have  "scarce  value  in  use" 
but  command  a  great  price.  It  took 
later  economic  thinkers  to  factor 
abundance  of  supply  into  the  equa- 
tion. Today  Wall  Street  is  turning  a 
strange  twist  on  the  old  riddle: 
Though  little  noticed  by  investors, 
water  utility  shares  are  fetching  high- 


er price/earnings  ratios  than  the  elec- 
tric utilities  that  pay  higher  yields. 

Why  the  premiums  on  water 
stocks?  It  is  not  because  the  business 
is  fantastically  profitable.  Returns  on 
equity  for  the  dozen  or  so  publicly 
traded  companies  are  generally  in  the 
area  of  11%  (Indianapolis  Water's 
ROE  hit  16%  last  year),  but  electrics 
average  12%. 

Nor  do  water  companies  always  get 
their  way  when  they  shuffle  off  to  the 
regulatory  agencies.  While  in  theory 
most  capital  expenditures  pass  on  to 
the  consumer,  sometimes  that  is  not 


American  Water  Works  settling  basin  in  Slyrewsbury,  N.J. 

When  the  economy  sours,  consumers  don't  turn  off  the  taps. 


the  case  in  practice.  Rate-setting 
agencies  are  politically  motivated 
bodies.  American  Water  Works  con- 
trols the  largest  group  of  investor- 
owned  water  companies:  41  operating 
companies  in  20  states  with  revenues 
totaling  $325  million.  But  some  of  its 
affiliates  are  subjected  to  such  un- 
sound regulatory  practices  that  their 
financial  integrity  is  endangered, 
complains  President  John  Gubanich. 
Luckily,  that  is  not  the  norm  and  may 
be  changing  for  the  better.  But  it's  still 
a  headache. 

Another  major  problem  is  noted  by 
Indianapolis  Water  Chairman  T.W. 
Moses:  Some  investor-owned  systems 
suffer  shortages  because  customers 
don't  want  to  pay  via  rate  hikes  for 
the  expensive  development  of  new 
sources  until  drought  mandates  con- 
servation— and  often  not  even  then. 
That  slows  growth. 

All  in  all,  the  water  business 
doesn't  sound  like  the  world's  great- 
est. So,  why  the  premium  P/Es?  It  gets 
back  to  Adam  Smith. 

As  in  Smith's  day,  water  is  cheap — 
about  two-tenths  of  a  cent  per  gallon. 
Homeowners,  who  make  up  the  bulk 
of  a  waterworks'  customer  base,  don't 
take  fewer  showers  or  stop  watering 
the  lawn  when  the  economy  turns 
sour.  By  contrast,  a  kilowatt-hour  of 
electricity  is  expensive,  so  during  a 
recession  consumers  have  a  good  in- 
centive to  cut  back  usage.  That's  the 
stability  factor. 

Stability,  however,  is  not  the  only 
appeal  of  these  stocks.  There  is  another 
factor.  Water  companies  are  attractive 
buys  to  the  municipalities  they  serve. 
Why?  Because  besides  providing  jobs 
for  the  brothers-in-law  and  deserving 
supporters  of  the  local  politicians,  a 
water  company's  income  stream  in  the 
hands  of  a  local  government  is  not 
taxable.  With  that  tax  savings,  the  local 
politicos  can  afford  to  finance  the  pur- 
chase with  lower-interest,  tax-free 
bonds  at  virtually  no  visible  cost.  This 
is  typical  political  sleight  of  hand,  of 
course;  it  simply  shifts  the  cost  from 
water-users  to  taxpayers  in  general,  but 
it  looks  good  to  the  voters,  who  are 
rarely  told  the  full  story. 

Thus,  buying  water  companies 
from  private  enterprise  is  a  handy  way 
for  local  politicians  to  win  kudos  in 
the  local  press.  So  who  cares  if  they 
have  to  pay,  even  under  condemna- 
tion, l'A  times  book  value.  Since  al- 
most all  water  shares  today  are  trad- 
ing at  a  discount  to  book  value,  the 
potential  for  profit  is  substantial. 
Smart,  patient  investors  clearly  feel 
that  the  possibility  of  a  substantial 
capital  gain  justifies  payment  of  a 
slight  premium.  ■ 
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What  does  Houston  s  Pete  Van  Horn  call 
the  combination  of  a  grocery,  a  drugstore 
and  a  fast-food  restaurant? 

A  marriage 
of  convenience 


By  Toni  Mack 
with  Jessica  Greenbaum 

THE  CONVENIENCE  STORE  buSl- 
ness  is  not  the  carnival  it  used 
to  be.  Convenience  Store  Sen  s  fig- 
ures that  in  1981,  the  last  year  for 
which  data  are  in,  industry  sales 
growth  slowed  to  7.6%,  compared 
with  a  traditional  rate  of  20%  or 
more.  And  1982  looked  no  better. 

Of  course,  the  recession  and  the  gas 
glut  are  partly  to  blame.  So,  however, 
are  supermarkets  staying  open  24 
hours  and  major  gasoline  marketers 
competing  hard  against  convenience 
stores'  gas  pumps. 

But  President  V.H.  (Pete)  VanHom  of 
Houston-based  National  Convenience 
Stores,  Inc.  sees  only  change,  not  de- 
cline. Slowing  sales  growth,  after  all, 
need  not  mean  lagging  earnings 
growth.  Van  Horn  took  over  in  1975  as 
chief  executive  of  NCS — now  868 
stores,  most  of  them  named  Stop  N  Go. 
In  1983's  first  fiscal  half,  ended  last 
Dec.  31,  he  brought  in  a  16%  rise  in  net 
income  on  3%  growth  in  sales.  That 
followed  a  20%  earnings  gain,  toS12.2 
million,  on  a  1 7%  rise  in  sales  to  S6 1 7 
million  in  the  fiscal  year  ended  June  30. 
NCS'  return  on  equity  has  averaged 
25.4%  over  the  last  five  years.  That 
compares  with  a  15.7%  average  for 
Southland  Corp.  (7-Eleven  stores),  the 
industry  leader  with  7, 140  outlets. 

Van  Horn,  44,  has  been  flexible:  He 
has  closed  445  stores  in  his  eight-year 
tenure  at  the  top,  while  opening  505. 
And  he  has  been  innovative.  "NCS 
put  in  popcorn  machines  and  com- 
petitors laughed,"  says  analyst  Bo 
Cheadle  of  Rotan  Mosle.  "They  put  in 
records  and  competitors  laughed." 
Each  sold  well;  competitors  soon 
stopped  laughing. 

Van  Horn's  latest  playground  for 
his  ideas  is  his  "superstore."  With  up 


AO  President  V.H.  (Pete)  Van  Horn 
Bringing  back  the  lunch  counter. 


to  4,800  square  feet — nearly  double 
the  average  Stop  N  Go — the  super- 
store sits  on  an  expensive,  high-traffic 
corner  lot  and  sells  discount  gas 
through  as  many  as  20  nozzles.  Gro- 
ceries have  been  banished  to  the  back 
walls,  while  fast  foods  (with  50%  to 
70%  gross  margins,  vs.  groceries'  30% 
or  so)  get  a  full  third  of  the  store  space. 
In  some  cases  this  is  complete  with  a 
restaurant  area  where  employees 
cook  hamburgers  and  fry  chicken  and 
where  patrons  can  sit  at  tables.  Beside 
the  front  cashier's  counter  is  a  bank's 
automated  teller  machine;  right  be- 
hind it,  high-margin  appliances  and 
makeup  are  displayed. 

In  spirit  the  superstore  comes  clos- 
est to  a  latter-day  drugstore.  Van  Horn 
has  left  out  the  pharmacy,  but  he  car- 
ries the  same  wide  variety  of  prod- 
ucts— anything  a  customer  might 
want  to  buy  quickly — and  has  even 
revived  the  lunch  counter.  And  it 


pays:  At  twice  the  cost  of  an  ordinary 
Stop  N  Go,  the  expanded  outlets — 12 
built  since  1979 — make  3  to  4  times 
the  ordinary  2%  net  margin. 

The  superstores  are  a  limited  solu- 
tion. Good  gasoline  locations  are 
scarce;  Van  Horn  admits  he  can  find 
only  ten  or  so  a  year.  But  applying 
lessons  from  the  larger  stores,  he  has 
given  fast  food  a  third  of  the  space  in 
ten  regular  Stop  N  Gos.  A  serendipi- 
tous discovery  is  that  women,  who  as 
a  group  don't  frequent  convenience 
stores,  are  attracted  to  the  well-lit, 
more  populated  superstores. 

The  convenience  store  business — 
which  dates  only  to  the  early  1950s, 
when  car  ownership  burgeoned — has 
made  some  serious  mistakes.  In  most 
convenience  stores,  Van  Horn  points 
out,  groceries  occupy  50%  of  shelf 
space,  even  though  they  bnng  in  only 
9%  of  sales.  Not  surprisingly,  most 
customers  regard  convenience  stores 
as  miniature  grocery  stores,  and  not 
particularly  safe,  cheap  or  pleasant 
ones  at  that.  "There  are  a  lot  of  dirty, 
doggy,  mismanaged  stores  out  there," 
says  Van  Horn,  a  business  graduate  of 
the  University  of  Tulsa  who  joined 
NCS  in  1966.  "It  adds  to  the  image 
problem."  To  change  the  image,  build 
per-store  volume  first.  "As  you  do 
more  and  more  volume,"  he  says, 
"you're  obviously  more  likely  to  put 
some  of  that  back  into  the  stores  in 
terms,  say,  of  the  number  and  quality 
of  people  working  there.  You're  able 
to  deliver  at  a  much  higher  level." 

If  convenience  store  sales  growth  is 
slowing,  where  is  the  volume  to  come 
from?  From  other  small-ticket,  quick- 
stop  retailers  like  fast-food  and  drug- 
store chains.  Van  Horn  realizes  that 
McDonald's  and  Eckerd's  today  sell 
what  convenience  stores  have  always 
sold — time.  What  is  shaping  up,  in 
other  words,  is  a  shakeout  among  re- 
tailers who  stress  convenience  (no 
matter  what  they  call  themselves), 
similar  to  the  shakeout  that  has  re- 
molded the  supermarket  industry 
over  the  last  several  decades. 

Van  Horn  is  a  survivor.  In  1977, 
when  General  Host  Corp.  bought  a 
23%  stake  in  NCS,  he  stood  off  a 
takeover  by  persuading  major  share- 
holders to  be  patient.  General  Host 
sold  its  23%  to  Carl  Lindner's  Ameri- 
can Financial  Corp.  in  1979. 

With  Lindner's  tacit  approval,  Van 
Horn  plans  to  spend  S40  million  this 
fiscal  year  on  75  new  stores — 8  super- 
stores, 67  conventional  Stop  N  Go 
stores  (with  fast-food  capability! — and 
another  S25  million  overhauling 
some  of  the  old  stores.  As  always  for 
those  quick  enough  to  see  it,  change 
means  opportunity.  ■ 
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WE'RE  SHAPING  OUR  CARS  FOR  LESS  DRAG  ON  YOUR  WALLET, 
AND  LESS  FRICTION  AT  THE  GAS  PUMP. 


Overcoming  the  wind.  It's  abso- 
lutely critical  to  achieve  good  mileage. 

At  55  mph,  over  half  :>f  a  car's 
fuel  is  used  just  to  overcome 
aerodynamic  drag. 


Aerodynamics. 

At  GM,  we've  put 
millions  of  dollars  into  aero 
dynamic  research.  That  includes 
everything  from  modifying  the  overall 
shape  of  our  cars  to  scrutinizing  details 
like  the  angle  of  the  outside  mirrors. 


most  advanced.  It  gives 
us  an  opportunity  to  build  the 
most  aerodynamic  cars  in  the  world. 

Great  gas  mileage. 

The  aerodynamic  efficiency  of 
a  five -passenger  concept  vehicle 
developed  in  our  wind  tunnel  improved 
potential  mileage  by  five  miles  per 
gallon. 


9  ""9"fl  -~8~& 


GM  is  the  only  manufacturer  in 
the  U.S.  with  its  own  full-scale  auto- 
motive wind  tunnel— and  it  is  the 


Our  aerodynamic  know-how, 
which  is  being  applied  to  GM  cars 
today,  has  contributed  to  the  100% 
mileage  improvement  our  cars 
have  achieved  in  the  last  eight  years. 


Great  looks. 

Aerodynamically  designed  cars 
look  terrific.  Sleek,  sophisticated  and 
elegant. 

Comers  are  rounded,  surfaces  a  e 
smooth,  trim  is  minimized.  Great 
mileage  married  to  great  appearance. 

A  new  kind  of  excellence. 

We  believe  that  GM  stands  for 
something  special  in  the  eyes  of  the 
American  public. 

It  stands  for  excellence.  And  con- 
tinuing excellence.  So 
that  now,  next  year,  and 
the  years  after  that, 
we  want  always  to  be: 
the  best  GM  ever. 


Chevrolet 

Pontiac 

Oldsmobile 

Buick 

Cadillac 

GMC  Truck 


Let':  get  it 
together. 

Buckle  up. 


WE'RE  THE  BESTGM  EVER 


Eastern's  new  service  to  Latin  America. 
From  the  very  beginning, 
there's  no  end  to  it. 


El  Inter  Americano  represents  a  new  level  of  elegance  on 
Eastern  flights  between  North  America  and  Central  and  South 
America.  And  the  experience  begins  even  before  you  board  the 
plane.  Special  ticket  counter  positions  make  checking  in  easier  and 
quicker,  while  special  luggage  tags  make  sure  your  baggage  travels 
with  style. 

In  First  Class,  you'll  enjoy  the  finest  champagne  before  takeoff 
and  during  the  flight.  Once  airborne,  savor  premium  vodka  (or  your 
choice  of  other  fine  liquors)  and  Russian  caviar.  Then  hors  d'oeuvres 
such  as  fresh,  chilled  lobster  medallions.  Followed  by  any  one  of 
three  entrees,  including  tender  chateaubriand.  Your  choice 
4  of  four  European  wines  complements  the  meal.  TFie  piece  de  resistance  is  a 
variety  of  luscious  desserts,  fresh  fruit,  cheese  and  an  extensive  selection  of 
fine  liqueurs. 

In  Coach,  local  dishes  will  be  featured,  as  well  as  classical  cuisine  such  as 
filet  mignon  in  bordelaise  sauce  or  capon  madras.  Complimentary  splits  of  French 
wines,  red  or  white,  are  also  served.  Dessert  includes  Linzer  Torte  or  Montana  de 
Santos,  plus  fresh  fruit. 

In  First  Class  and  Coach,  passengers  enjoy  hot  towels,  and  stereo 
music  and  movies  in  both  Spanish  and  English. 

What's  more,  Eastern  makes  it  easy  to  take  advantage 
of  this  elegant  new  level  of  service.  Because  we  offer 

more  flights  to  all  the  Americas  than  any  other  airline. 
El  Inter  Americano  service — the  latest 
example  of  the  kind  of  dedication  to 
passenger  comfort  that,  for  the  past  four 
years  in  a  row,  has  made  Eastern 
America's  favorite  way  to  fly. 


©  1983  Eastern  Air  Lines,  lni_. 


America's  favorite  way  to  fly 


To  make  money,  some  people  buy  a  company.  For  the  same 
reason,  Dan  Cunningham  bought  a  union.  You  never  heard  of 
Dan  Cunningham?  Thafs  your  problem  . . .  and  everyone  else's. 


Brother  Cunningham 
and  the  guards 


By  James  Cook 


"If  we  worked  hard  and  diligently,  there  would  be 

quite  a  bit  to  be  made  in  the  labor  business," 

Dan  Cunningham  told  a  colleague  in  his  real  estate  firm.  "He 

said  he  had  an  opportunity  to  get  into  the  security  union 

business,"  the  colleague  recalled.  "He  needed  a  large  sum  of 

money  ...  I  believe  it  was  $90,000."  Cunningham  wasn't 

kidding.  A  union  was  indeed  up  for  sale. 


T|  HE  SPIFFIEST  THING  about 
I  most  private  security 
guards  is  the  uniform.  In  other 
respects  they  stand  some- 
where near  the  bottom  of  the 
industrial  hierarchy.  It's  a  dull  and 
tedious  job,  except,  of  course,  for  the 
occasional  shoplifters,  gate-crashers, 
outpatient  crazies,  rotten  kids  armed 
with  spray  paint  and  other  public  nui- 
sances they  are  hired  to  discourage.  It's 
hard  on  the  feet,  and  the  pay  isn't 
much — usually  10  or  20  cents  better 
than  the  minimum  wage — even  with  a 
union  to  look  after  their  interests. 

Life  could  be  a  lot  different,  howev- 
er, if  you  were  Dan  Cunningham  and 
happened  to  head  one  of  the  largest 
private  security  guard  unions  in  the 
country.  While  the  going  was  still 
good,  the  union  provided  Cunning- 
ham with  a  Cadillac  for  his  own  per- 
sonal use,  picked  up  his  credit  card 
expenses  and  financed  a  lifestyle  any 
rank  and  filer  would  envy — a  palatial 
house  in  Great  Neck,  N.Y.,  motorcy- 
cle jaunts  with  his  girl  friends,  hunt- 
ing trips  with  his  father-in-law  and 
excursions  to  the  track  with  his  cro- 
nies. Cunningham  may  not  have  had 
the  union-owned  jets  or  vacation 
home  in  southern  California  that  for- 
mer Teamster  President  Frank  Fitz- 
simmons  used  to  sport.  But  like  some 
nationally  notorious  labor  bosses, 
Cunningham  in  his  modest  way  trails 
the  same  faint  aura  of  the  mob.  Virtu- 
ally unknown  as  he  is,  Cunningham 
nevertheless  ranked  as  one  of  the 
highest-paid  union  officials  in  the 
country.  Between  1975  and  1980, 
when  the  average  guard's  pay  went 
from  less  than  $4,000  to  maybe 
$6,500  a  year,  Cunningham's  salary  as 
president  of  the  Allied  International 
Union  of  Security  Guards  &  Special 
Police  and  its  affiliate,  the  Federation 
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Cunningham  got 
permission  from  Joe 
Agone,  a  member  of 
the  Genovese  crime 
family,  to  acquire 
the  union.  He  paid 
$45,000  down  and 
the  rest  over  a 
period  of  time,  U.S. 
special  prosecutor 
Kenneth  F.  McCallion 
told  the  court.  In 
addition, 
Cunningham  took 
over  payments  of 
$400  a  month  to 
Agone  and  continued 
to  do  so  after  Agone 
died  and  control  of 
the  union  passed  to 
Sonny  Franzese, 
a  capo  in  the 
Colombo  family. 


of  Special  Police  &  Law  Enforcement 
Officers,  went  from  $36,000  to 
$104,000— make  that  $134,000,  if  you 
throw  in  his  reimbursed  expenses. 

Cunningham  extracted  these  sums 
and  others  by  his  ingenious  and  re- 
lentless manipulation  of  union  re- 
sources. So  flagrantly  did  he  rip  off  his 
own  membership  that,  for  now  at 
least,  the  party  is  over.  After  a  nine- 
week  trial  that  piled  up  nearly  9,000 
pages  of  transcript,  Cunningham,  41, 
was  found  guilty  last  spring  of  13 
counts  of  a  42-count  indictment 
charging  an  assortment  of  crimes 
ranging  from  racketeering  to  bribery 
to  embezzlement.  In  July  the  judge 
fined  him  $80,000  and  sentenced  him 
to  jail  for  five  years.  His  lawyers  are 
appealing. 

The  case  made  no  headlines  at  the 
time,  not  least  because  a  more  sensa- 
tional trial  of  a  labor  leader  was  get- 
ting under  way — the  prosecution  of 
Teamster  President  Roy  Williams. 
But  the  Cunningham  prosecution  was 
no  less  important,  precisely  because 
the  defendant  was  a  nobody.  Al- 
though organized  crime's  involve- 
ment in  a  handful  of  big  unions — the 
Teamsters,  the  Culinary  Workers,  the 
Laborers  and  the  Longshoremen — has 


gotten  most  of  the  publicity  over  the 
years,  corruption  is  endemic  among 
hundreds  and  even  thousands  of  small 
unions  few  have  heard  of.  Of  the  more 
than  75,000  locals  under  Department 
of  Labor  jurisdiction,  only  a  fraction 
attract  serious  attention  from  any- 
body, including  the  Department  of 
Labor  itself.  Especially  vulnerable  to 
criminal  exploitation  are  workers  in 
low-skilled,  highly  fragmented  mini- 
mum-wage industries  (see  box,  p.  114). 

Cunningham's  manipulation  of  the 
security  guards  was  so  flagrant 
that  it  touched  off  a  four-year-long 
investigation  by  the  Labor  Depart- 
ment's newly  created  organized  crime 
and  racketeering  unit.  The  result  was 
what  Special  Attorney  Kenneth  F. 
McCallion  calls  "one  of  the  most 
comprehensive  and  wide-ranging  la- 
bor racketeering  prosecutions  ever 
brought  by  the  government." 

Dan  Cunningham  was  in  the  labor 
movement,  first  and  last,  for  the  mon- 
ey. Until  1974,  he  had  been  a  moder- 
ately successful  real  estate  promoter 
out  in  the  pleasant  Long  Island  com- 
munity of  Smithtown.  In  1974,  with 
the  real  estate  business  feeling  the 
recession,  Cunningham  figured  the 
labor  union  business  looked  promis- 


ing. "If  we  worked  hard  and  diligent- 
ly," he  told  Peter  Gamaldi,  a  col- 
league in  his  real  estate  firm,  "there 
would  be  quite  a  bit  to  be  made  in  the 
labor  business." 

Having  secured  a  charter  from  an 
obscure  independent  union  in  Jamai- 
ca, N.Y.,  Cunningham  and  Gamaldi 
decided  to  start  a  union  from  scratch. 
They  tried  first  to  organize  some  pro- 
duction workers  on  Long  Island.  But 
Cunningham  quickly  decided  he 
would  do  better  to  buy  rather  than 
build.  "He  said  he  had  an  opportunity 
to  get  into  the  security  union  busi- 
ness," Gamaldi  later  testified.  "He 
needed  a  large  sum  of  money  ...  I 
believe  it  was  $90,000." 

Though  Gamaldi  was  understand- 
ably incredulous,  a  union  was  indeed 
up  for  sale.  It  called  itself  the  Allied 
International  and  represented  securi- 
ty guards  in  the  New  York  area.  As 
McCallion  explained  in  a  letter  to  the 
court,  the  union  was  one  of  many  that 
had  been  set  up  in  the  late  1960s  by 
Bennie  (the  Bug)  Ross,  a  notorious  la- 
bor racketeer.  After  Ross  went  to  jail 
in  1972,  a  man  named  Patrick  Sottile 
took  over  as  president  of  the  union, 
but  effective  control  passed  to  Joe 
Agone,  who  was  a  member  of  the 
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Genovese  crime  family.  "We've  got  to 
get  rid  of  this  dope,"  Agone  said  of 
Sottile,  according  to  Frank  Alessan- 
drino,  the  Labor  Department  agent 
who  oversaw  the  investigation.  "He 
doesn't  know  how  to  make  money." 

Tlhis  is  why  Cunningham  got  per- 
mission from  Agone  to  acquire  the 
union.  How  he  got  control  is,  accord- 
ing to  FBI  sources,  equally  straight- 
forward. Cunningham  took  over  Al- 
lied in  January  1975  and,  according  to 
U.S.  Special  Attorney  McCallion, 
paid  $45,000  down  and  the  rest  over  a 
period  of  time.  In  addition,  the  inef- 
fective Sottile  had  been  paying  $400  a 
month  to  Agone.  Cunningham  sim- 
ply took  over  the  payments.  He  con- 
tinued to  do  so  after  Agone  died  and 
after  control  of  the  union  passed  to 
Sonny  Franzese,  a  capo  in  the  Colom- 
bo family. 

Cunningham's  lawyer,  Ivan  Fisher, 
makes  his  client  sound  like  some- 
thing out  of  Horatio  Alger:  At  15,  on 
the  death  of  his  father,  Cunningham 
becomes  the  sole  support  of  his  fam- 
ily, working  two  or  three  jobs  at  a 
time,  sleeping  four  hours  a  night  and 
learning  the  building  trade  as  a  mem- 
ber of  the  carpenter's  union.  At  21  he 
is  a  contractor,  using  an  older  man  as 
a  front.  By  the  early  Seventies  he  has 
two  real  estate  firms  out  in  Smith- 
town,  Modern  Enterprises  and  Leg- 
endary Hills. 


Somewhere  along  the  line,  his  law- 
yer had  to  concede,  Cunningham  es- 
tablished connections  with  organized 
crime.  As  Fisher  pointed  out,  in  tapes 
the  prosecution  played  at  his  trial 
Cunningham  said:  "I  know  the  street 
people.  I  can  have  him  killed  in  six 
seconds  if  I  want  to.  I  can  get  you  any 
amount  of  money  from  them!" 

Once  in  control  of  Allied,  Cunning- 
ham seems  to  have  known,  like  any 
good  businessman,  exactly  what  he 
was  after.  He  certainly  knew  a  growth 
business  when  he  saw  one.  With  anxi- 
ety about  life  and  property  rising  ev- 
erywhere, the  market  for  guard  ser- 
vices— at  colleges,  banks,  business  or- 
ganizations, hospitals,  nursing 
homes — was  growing  rapidly.  Allied 
and  Cunningham  launched  organiz- 
ing drives  all  up  and  down  the  East 
Coast,  from  Bridgeport  Hospital  in 
Connecticut  to  Howard  University  in 
Washington.  At  a  time  when  most 
unions  were  losing  influence,  if  not 
membership,  Cunningham's  union 
was  on  the  move. 

Cunningham  worked  to  add  mem- 
bers to  increase  his  profits,  to  be  sure. 
"They  don't  come  to  you,"  Ivan  Fish- 
er explained  to  the  jury.  "You  go  to 
them  and  tell  them  why  they  should 
join  the  union."  In  business  it's 
known  as  marketing.  Cunningham 
understood  marketing. 

Federal  law  is  the  union  organizer's 


first,  and  last,  marketing  tool.  In  get- 
ting a  new  union  off  the  ground,  orga- 
nizers can  elect  themselves  as  its  offi- 
cers. They  then  go  out  and  collect  sign- 
up cards  from  prospective  members. 
Once  they  have  cards  from  30%  of  the 
workers,  they  petition  the  National 
Labor  Relations  Board  to  authorize  an 
election.  If  they  then  win  51%  of  the 
votes,  the  union  becomes  the  exclu- 
sive bargaining  agent.  At  that  point, 
the  union  is  supposed  to  hold  elections 
of  officers.  But  it  doesn't  always.  Nei- 
ther of  Cunningham's  security  guard 
unions  ever  held  an  election. 

But  in  realizing  his  union's  poten- 
tial, Cunningham  recognized  ear- 
ly on  he  had  several  special  marketing 
problems.  First,  the  security  guard 
companies  are  mostly  headed  by  ex- 
cops  or  ex-FBI  agents  who  are  not  in- 
clined to  be  sympathetic  to  outsiders 
organizing  their  employees  and  med- 
dling in  their  affairs.  Beyond  that,  Al- 
lied had  a  reputation  as  a  rather 
schlock  outfit  when  Cunningham 
took  over,  or  so  Cunningham's  lawyer 
maintains.  "The  Allied  Union  was 
the  pits,"  Ivan  Fisher  said  in  court,  a 
place  for  the  deadbeats  and  dropouts 
of  the  guard  business.  So  it  was  in 
April  1976  that  Allied  spun  off  a  sec- 
ond union  as  a  vehicle  for  organizing  a 
better  class  of  security  officers,  more 
stable,  more  elite,  career-oriented — 
the  Federation  of  Special  Police  &. 


Cunningham  worked 
to  add  members  to 
increase  his  profits, 
to  be  sure.  "They 
don't  come  to  you," 
defense  lawyer 
Ivan  Fisher 
explained  to  the 
jury.  "You  go  to 
them  and  tell  them 
why  they  should 
join  the  union."  In 
business  it's  known 
as  marketing. 
Cunningham 
understood 
marketing. 
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Law  Enforcement  Officers.  Allied 
transferred  five  of  its  contracts  to  the 
Federation,  which  thereafter  became 
the  main  vehicle  for  Cunningham's 
organizing  efforts.  In  one  year,  Frank 
Salvatto,  Cunningham's  chief  orga- 
nizer, claimed  to  have  organized  17 
companies,  adding  2,000  members. 

"We're  the  most  active  f   union 

around  for  our  size,"  he  said  proudly. 
Under  Cunningham,  Allied  invested 
at  least  S2 1,000  in  seed  money,  in  the 
form  of  loans  to  the  Federation,  to 
finance  the  organizing  drives. 

Cultivating  the  elite  image,  the 
Federation  under  Cunningham  spun 
out  in  early  1980  an  affiliate  of  its 
own,  Local  1,  Power  Plant  Police  & 
Security  Officers,  and  began  organiz- 
ing nuclear  power  plants  all  over  the 
East  Coast.  From  Indian  Point  to 
Shoreham,  from  Connecticut  Yankee 
to  Peach  Bottom,  Cunningham  signed 
up  both  guards  employed  by  utilities 
and  guards  working  for  such  profes- 
sional agencies  as  Bums  and  Pinker- 
ton,  Purolator  and  Wackenhut. 

[ore  often  than  not,  the  Feder- 
ation succeeded  in  getting  higher 
wages  for  its  workers.  It  didn't  take 
much.  "Ten  cents  an  hour  more,  a 
quarter  an  hour  more,  that's  better 
than  what  they  had,"  organizer  Sal- 
vatto pointed  out.  And  when  you've 
got  workers  who  come  and  go — mem- 
bership turnover  will  often  exceed 
100%  in  six  months — wages  are  more 
important  than  fringe  benefits. 

Cunningham  also  knew  what  it 
was  like  to  have  to  deal.  He  was  pre- 
pared to  give  a  fair  amount  to  the 
employers  consistent  with  his  need  to 
produce  higher  wages  for  his  mem- 
bers. If  the  Federation  was  no  sweet- 
heart in  negotiating  the  hourly  rate, 
Cunningham  permitted  an  astonish- 
ing flexibility  in  the  contribution  the 
employers  were  required  to  make,  un- 


predictably, entrepreneur 
Cunningham  ran  into 
competition  in  Atlantic  City. 
Chip  Dunn,  head  of  a 
competing  security  guard 
union,  opposed  him,  before 
the  NLRB,  for  the  right  to 
organize  Harrah's.  Dunn  saw 
Atlantic  City  as  an  enormous 
"moneymaking  opportunity." 
What  attracted  Dunn  was  the 
dues  an  enterprising  union 
could  collect  at  the  rate  of 
200  guards  per  casino. 


der  the  contract,  to  the  health  and 
welfare  fund.  According  to  testimony 
at  Cunningham's  trial,  New  York- 
based  lohn  C.  Mandel  Security  Bu- 
reau, the  Federation's  biggest  con- 
tract, paid  only  SI 5  a  month  per  em- 
ployee. In  contrast,  OCS  paid  $26  to 
S28  per  month  in  fringes,  Sentry  $70, 
others  as  much  as  $90,  depending  on 
the  benefit  package.  Cunningham's 
neglect  of  fringes  was  so  flagrant  that 
one  employer  complained  to  the 
NLRB  about  the  Federation's  failure 
to  provide  adequate  Blue  Cross/Blue 
Shield  coverage. 

At  the  same  time,  Cunningham 
contracted  the  union's  health  insur- 
ance on  the  cheap,  first  with  General 
American  and  then  with  Blue  Cross. 
He  did  so  simply  by  covering  only  a 
fraction  of  the  union's  membership. 
The  trick  is  to  establish  an  experience 
rating  with  the  insurance  company 
and  then  to  make  sure  it  holds.  "You 
don't  give  the  insurance  company  the 
names  of  the  people  you  cover,"  his 
lawyer  explained,  "just  the  number, 
and  the  union  certified  the  claim." 
That's  how  Cunningham's  union  cov- 


ered the  2,000  employees  numbered 
as  contributors  to  the  health  plan  and 
still  paid  premiums  for  only  350  or  so. 
The  scheme  works  so  long  as  the 
claims  don't  balloon.  Cunningham's 
lawyer  applauded  Cunningham  for 
saving  the  company  money.  "The 
only  person  getting  screwed,"  he  said, 
"is  the  insurance  company." 

Well,  not  quite.  Most  of  the  guards, 
according  to  one  investigator,  didn't 
even  know  they  had  such  coverage.  So 
they  didn't  make  claims. 

Under  Cunningham's  manage- 
ment, Allied  and  the  Federation  ex- 
panded impressively.  Between  1975 
and  1980,  according  to  Ivan  Fisher, 
the  membership  of  the  two  unions 
went  from  700  or  800  to  6,000  or 
7,000.  There  is  some  doubt  about 
that.  The  income  from  dues  would 
suggest  that  Allied  had  around  1,200 
members  when  Cunningham  took 
over.  So  the  dollars  are  more  reliable. 
Annual  income  in  the  same  period, 
mainly  from  dues,  went  from 
$158,572  to  $446,480,  and  the  Health 
&.  Welfare  Fund — or  so  Fisher  con- 
tends— from  $10,000  to  close  to  $1 


no 
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How  much  Cunningham 
gathered  in  is  anybody's 
guess.  His  father-in-law 
testified  that  Cunningham 
kept  as  much  as  $  1 90,000  in 
cash  and  $145,000  in 
municipal  bonds  in  a  large 
tin  box  in  a  safe  in  his 
cellar,  and  that  every  once  in 
a  while  Cunningham  and  his 
wife  would  drop  off  a  stack 
of  $100  bills  wrapped  in  a 
white  handkerchief. 

million.  "The  bottom  line,"  Fisher 
told  the  jury,  "is  that  the  bigger  the 
union  gets,  the  better  off  Daniel  Cun- 
ningham is." 

In  1979  Cunningham  made  an 
imaginative  bid  to  get  bigger  still.  He 
sent  an  organizer  to  scout  prospects 
for  a  guard  union  at  the  casinos  in 
Atlantic  City,  then  just  beginning  to 
get  into  operation.  The  organizer  had 
so  much  success  at  Bally's  Park  Place 
that  in  May  1980  "Brother  Cunning- 
ham," as  the  union  minutes  style 
him,  "was  authorized  to  extend  a  loan 
not  to  be  in  excess  of  $10,000"  to  set 
up  Local  2,  Casino  Police  &  Security 
Workers.  In  time  the  loan  grew  to 
$55,000,  and  he  even  found  an  orga- 
nizer to  look  into  growth  prospects  in 
Las  Vegas. 

Predictably,  entrepreneur  Cunning- 
ham ran  into  competition  in  Atlantic 
City.  Chip  Dunn,  head  of  the  Nation- 
al Police  Security  Officers  Union,  Lo- 
cal 9,  opposed  Local  2's  petition  to 
organize  Harrah's  before  the  NLRB. 
Dunn,  as  it  happens,  seemed  no  more 
committed  to  the  plight  of  the  work- 
ing class  than  Cunningham  was. 
Dunn  saw  Atlantic  City  as  an  enor- 
mous "moneymaking  opportunity." 
What  attracted  Dunn  was  the  dues  an 
^enterprising  union  could  collect  at 
the  rate  of  200  guards  per  casino. 

Such  competitors  notwithstanding, 
Dan  Cunningham  did  all  right,  at 
least  for  himself.  He  created  the  Feder- 
ation, the  prosecution  maintained,  so 
he  could  collect  two  salaries  instead  of 
one,  and  he  went  on  to  protect  himself 
against  any  eventuality  with  a  five- 
year  contract  with  built-in  annual  sal- 
ary increases.  By  1980,  one  awed  Labor 
Department  official  noted,  "close  to  a 
quarter  of  the  Federation's  income 
went  to  paying  his  salary." 

That  was  only  the  beginning.  Cun- 
ningham put  his  brother  and  a  loyal 
employee  from  the  real  estate  busi- 
ness on  the  payroll  and  paid  his  wife, 
Susan,  $29,000  over  38  months.  No- 
body who  testified  at  the  trial  remem- 
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bered  Mrs.  Cunningham  doing  much 
more  than  making  coffee  and  spaghet- 
ti during  a  1977  strike  at  the  campus 
of  Howard  University. 

Cunningham  and  his  cronies  were 
accustomed  to  issuing  checks  to  real 
or  fictitious  persons  and  then  cashing 
them  themselves.  He  paid  out  $7,700 
to  an  ex- wife,  $  1 , 1 40  to  one  girl  friend, 
$1,478  to  another.  Among  other  ex- 
penditures, the  union  paid  $  1 ,000  for  a 
family  trip  to  Disney  World  and 
bought  a  $3,500  private  telephone  sys- 
tem for  his  home.  The  union  picked  up 
his  credit  card  expenses,  including  fur- 
niture for  his  home,  a  raincoat  and 
tickets  for  a  sightseeing  railroad  trip  in 
the  Amish  country. 

The  prosecution  introduced  a  string 
of  witnesses — co-workers,  suppliers — 
who  testified  that  Cunningham  de- 
manded they  kick  back  all  or  part  of 
the  salaries  or  commissions  they  re- 
ceived from  the  union.  He  hired  his 
father-in-law,  William  Wachholder,  a 
construction  worker  with  an  airplane- 
leasing  business  on  the  side,  to  fly  his 
organizers  to  nuclear  power  plants 
around  the  Eastern  Seaboard.  "Part  of 
the  deal  was  I  would  go  on  salary,  but  I 
would  have  to  give  it  back,"  Wach- 
holder testified.  As  "the  prosecution 
tallied  it,  Cunningham  paid  Wach- 
holder $20,353  and  Wachholder 
kicked  back  $  1 8,000.  Cunningham  de- 


clined to  testify  in  his  own  defense  at 
the  trial.  But  the  jury  either  didn't 
believe  the  kickbacks  occurred  or  saw 
nothing  criminal  in  the  arrangements. 
In  any  event,  they  acquitted  Cunning- 
ham of  all  the  kickback  charges. 

People  generally  found  it  hard  to 
say  no  to  Cunningham.  One  business 
associate  agreed  to  sell  his  share  in  an 
apartment  complex  in  upstate  New 
York  for  a  fraction  of  its  value,  though 
not,  he  explained  in  court,  because 
Cunningham  and  a  prizefighter  friend 
began  talking  about  how  much  it  cost 
to  have  an  arm  or  a  leg  broken  ($400) 
or  how  much  it  cost  to  break  "other 
parts"  ($600).  One  secretary  testified 
that  Cunningham  threatened  to  come 
after  her  with  a  gun,  and  Wachholder 
testified  Cunningham  warned  him  he 
would  never  live  to  see  the  grand  jury. 
During  the  NLRB  hearings  that  pre- 
ceded his  trial,  he  threatened  one  wit- 
ness, struck  another  and  spat  in  his 
face,  and  muttered  repeatedly,  "I'm 
going  to  get  you."  Given  his  height  (6- 
feet-4  or  -5)  and  weight  (over  250 
pounds),  you  couldn't  dismiss  the 
possibility  he  meant  what  he  said. 

How  much  Cunningham  gathered 
in,  one  way  or  another,  is  anybody's 
guess.  Enough  to  finance  a  string  of 
personal  business  enterprises — Dan 
Vin  Meats  with  one  of  his  organizers, 
a  bar  and  restaurant  with  a  buddy  in 
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The  TeleVideo  Personal 
Computer.  Not  the  first. 
Just  the  best. 


When  we  set  out  to  build  the 
new  TeleVideo  Personal  Computer, 
we  decided  to  do  it  better  than 
anyone  else.  It  wasn't  easy.  All  we 
had  to  do  was  design  a  special 
casing  that  keeps  heat  away  from 
sensitive  electronics,  with  no  fan 
for  no  noise  and  greater  reliability 
put  in  a  big  clear  14"  screen  that  tilts 
for  your  comfort,  include  a  detach- 
able keyboard  so  advanced  it 
eliminates  typing  fatigue,  throw  in 
extra  storage  (for  an  unformatted 
total  of  1  MB),  and  put  it  all  in  a  very 
smooth  and  easy-to-use  integrated 
package.  We  call  it  the  TS  803. 

We  also  made  it  CP/M*  com- 
patible, so  you  can  choose  from  the 
largest  selection  of  applications 
software  in  the  world.  And  we  made 
it  possible  to  link  up  to  sixteen  TS 
803s  in  one  system,  so  more  people 
can  work  smarter  together.  Then 
we  did  one  final  thing.  We  included 


a  powerful  graphics  package  and 
priced  the  TS  803  at  $2,495.  That's 
about  $1,000  less  than  a  compar- 
ably eguipped  Apple*  So  try  our 
TS  803.  Improving  on  something 
that's  very  good  isn't  easy,  but 
we're  sure  you'll  be  happy  with  the 
results. 

For  more  information,  write 
TeleVideo  Systems,  Inc.,  1170  Morse 
Ave.  Sunnyvale,  CA  94086,  call 
toll-free  800-538-1780  (in  California 
call  (408)  745-7760),  call  one  of  our 
authorized  distributors  or  dealers, 
or  contact  one  of  our  regional  sales 
offices,  listed  below. 

Northeast  Region,  617-369-9370 
Eastern  Region,  212-308-0705. 
Southeast  Region,  404-447-1231. 
Midwest  Region,  312-969-0112. 
South  Central  Region,  214-258-6776. 
Northwest  Region,  408-745-7760. 
Southwest  Region,  714-752-9488. 
European  Sales  (Holland),  (31)  075-7461. 

TeleVideo  Systems  are  fully  serviced  nationwide  by  TRW 


©TeleVideo  Systems,  Inc. 


CP/M  is  a  registered  trademark  of  Digital  Research.  Inc        Apple  is  a  registered  trademark  of  Apple  Computer .  Inc       *  Based  on  manufacturer's  suggested  retail  price 


Smithtown,  an  importing  firm  with  a 
former  jeweler,  an  apartment  com- 
plex in  upstate  New  York  with  a  secu- 
rity company  owner  and,  Labor  De- 
partment investigators  say,  race- 
horses and  movies  with  Sonny 
Franzese's  son  Michael.  Cunning- 
ham's father-in-law,  William  Wach- 
holder,  testified  Cunningham  kept  as 
much  as  $190,000  in  cash  and 
$145,000  in  municipal  bonds  in  a 
large  tin  box  in  a  safe  in  Wachholder's 
cellar,  and  that  every  once  in  a  while 
Cunningham  and  his  wife  would  drop 
off  a  stack  of  $100  bills  wrapped  in  a 
white  handkerchief. 

Adding  up  his  total  take  is  hopeless- 
ly confused  by  the  fact  that  nobody 
knows  how  many  employees  Cun- 
ningham's unions  represent.  Possibly 
nobody  wants  to  know,  because  cer- 
tainty might  require  further  action — 


not  against  Cunningham,  but  against 
companies  that  signed  up  with  him. 
If,  for  example,  the  union  did  indeed 
have  6,000  members,  as  Cunning- 
ham's attorney  claimed,  at  $10  per 
member  per  month,  it  ought  to  have 
been  collecting  over  $700,000  a  year, 
instead  of  the  $370,000  in  dues  it  re- 
ported in  1980.  How  explain  so  big  a 
difference?  One  possibility  is  that  all 
the  dues  did  not  get  transmitted  by 
the  employer  to  the  union.  Union 
dues,  along  with  health  and  welfare 
benefits,  are  automatically  deducted 
from  employee  paychecks.  The  pro- 
ceeds are  remitted  by  the  employer 
based  on  the  number  of  employees 
times  a  certain  percentage.  But  if  no- 
body in  the  union  knows  or  chooses 
to  know  how  many  members  there 
are,  the  employer  has  a  certain 
amount  of  room  to  maneuver. 


After  Cunningham  was  found  guilty 
of  racketeering,  embezzlement  and 
bribery  last  July,  he  resigned  as  head  of 
the  union.  For  a  while,  pending  his 
appeal,  Cunningham  was  out  on  bail. 
But  in  September,  after  two  incendiary 
devices  were  found  near  his  father-in- 
law's  house,  Cunningham's  bail  was 
revoked  and  he  was  sent  to  the  Dan- 
bury  Correctional  Facility.  The  Justice 
and  Labor  departments  are  consider- 
ing undertaking  civil  suits  to  put  both 
the  union  and  the  welfare  fund  into 
trusteeship. 

So  much  for  Dan  Cunningham,  for 
now.  But  the  problem  of  corruption  in 
the  U.S.  labor  movement  is  far,  far 
deeper.  Get  rid  of  a  Berime  the  Bug, 
and  you  get  Dan  Cunningham.  Get  rid 
of  a  Dan  Cunningham,  and  you  get — 
what?  In  the  labor  movement,  there 
are  Dan  Cunninghams  everywhere.  ■ 


Bureaucratic  inertia,  prosecutory  ignorance 


Goldstock  of  the  New  York  Task  Force 


W1  hy  is  it  so  difficult  to  root 
out  organized  crime  in  the 
labor  movement?  One  reason, 
suggests  Ronald  Goldstock, 
head  of  the  New  York  State  Or- 
ganized Crime  Task  Force,  is 
that  government  policy  relies  on 
worker  democracy  to  keep  la- 
bor's house  clean,  and  that's  not 
enough.  Leaders  of  national 
unions  don't  think  it's  their  job 
to  police  their  locals.  "If  the  cor- 
rupt act  is  extortion,  the  people 
who  suffer  are  the  employers, 
not  necessarily  the  employees," 
Goldstock  says.  "You  could  con- 
vict the  officers,  and  the  membership  would  be  happy  to 
reelect  them. 

"The  federal  government  doesn't  lack  for  informa- 
tion. The  Labor  Department  knows  which  locals  are 
corrupt,  probably  corrupt  or  likely  to  be  corrupt,"  says 
Goldstock.  "You  can  determine  that  from  the  nature  of 
the  industry,  the  nature  of  the  membership  and  the 
history  of  the  union.  The  most  promising  targets  for 
organized  crime,"  he  says,  "are  the  minimum-wage, 
low-skilled  transient  workers  you  find  in  highly  frag- 
mented small-unit  industries — the  garment  trade,  laun- 
dries, restaurants,  security  guards."  He  points  out  that 
Dan  Cunningham  (see  story)  was  picked  up  during  a 
routine  field  audit,  not  a  random  audit,  of  the  security 
guards  union.  The  department  had  been  watching  the 
union  for  some  time  and  began  moving  in  on  it  only 
three  years  or  so  after  Cunningham  took  over. 

But  the  Cunningham  case  is  far  from  the  norm.  As 
inspector  general  in  the  Labor  Department  in  the  Car- 
ter Administration,  in  1979  Goldstock  helped  set  up  an 
organized  crime  and  racketeermg  unit,  the  first  in  the 
history  of  the  department.  The  experience  persuaded 
him  that  organized  crime  has  as  low  a  priority  within 
the  Labor  Department  as  it  does  within  the  unions 
themselves. 


To  bureaucratic  inertia,  Gold- 
stock  says,  add  prosecutory  ig- 
norance. Racketeering — the  use 
of  union  power  for  personal 
gain — isn't  a  self-evident  crime 
like  narcotics  peddling  or  prosti- 
tution, he  points  out.  Neither 
prosecutors  nor  cops  necessarily 
understand  sweetheart  con- 
tracts, stnke  "insurance"  or 
kickbacks,  so  they  don't  know 
how  to  cope  with  it.  Says  Gold- 
stock:  "The  same  kind  of  con- 
versation that  goes  on  in  a  legiti- 
mate contract  negotiation  goes 

  on  in  a  racketeering  situation. 

The  two  parties  have  to  bargain,  have  to  make  a  deal  and 
agree  on  terms.  What  makes  the  difference  is  what 
underlies  the  conversation — the  implicit  threats.  Extor- 
tion, moreover,  is  a  consensual  offense.  People  who  pay 
racketeers  are  often  happy  to  do  it.  They  save  money. " 

Goldstock  had  been  worrying  about  organized  crime 
even  before  he  went  to  Washington — first  as  a  member 
of  the  staff  of  Manhattan  District  Attorney  Frank  Ho- 
gan,  later  as  a  professor  of  law  at  Cornell  and  a  collabo- 
rator with  renowned  organized  crime  expert  G.  Robert 
Blakey.  Now,  as  head  of  the  New  York  Task  Force,  he 
has  concluded  that  prosecution — underused  as  it  is — is 
not  the  only  way  to  deal  with  labor  racketeering.  "You 
have  to  figure  out  how  organized  crime  maintains 
control  in  a  given  situation  and  deal  specifically  with 
that,"  he  says.  "In  one  situation,  you  may  say,  'Con- 
vict!' In  another,  get  a  conviction  and  have  the  courts 
take  over  the  union  and  hold  elections.  In  another,  you 
may  require  legislative  change — outlawing  hirmg  prac- 
tices like  the  longshoremen's  shape-up,  for  instance. 
Investigation  and  prosecution  did  not  clean  up  the 
Teamsters.  I  think  it's  fair  to  argue  they  made  it 
worse."  The  government,  he  points  out,  got  rid  of  Dave 
Beck  and  got  Hoffa,  got  rid  of  Hoffa  and  got  Fitzsim- 
mons  and  then  Roy  Williams. — J.C. 
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" .  .you  have  to  hear  it  to  believe  it!" 

Popular  Mechanics 


4 

|,cr  ^series  "A  new  and  revolutionary  sound  system 
Bectromcs %dfise7e£l("   has  been  developed  by  ffre  mosf  unlikely 

nology  contribute  to  your  *  J  J 

enjoyment driVin9.      partnership  ever  to  £>e  created  in  the  audio 

industry. . .  General  Motors. . .  has  teamed  up  with 
Bose  Corporation  to  create  a  car  stereo  system  that  is  so 
far  ahead  of  anything  currently  available  in  car  audio  that 
audio  enthusiasts  who  can  afford  it  may  well  be 
spending  more  time  listening  to  music  in  their  cars 

than  they  do  at  home" 

Len  Feldman,  Audio  Times 

"The  performance  of  the  Delco-GM/Bose  Music  System 
was  astounding. . .  I  can't  imagine  anyone. . .  buying 
(one  of  these  cars)  without  the  Music  System." 

Gary  Stock,  High  Fidelity 

"If  your  car  is  this  well  equipped,  you  won't  want 

to  go  home  again." 

Rich  Warren,  Chicago  Magazine 


The  Delco-GM/Bose  Music  System  is  available  as  a  factory  installed  option  on 
Cadillac  Seville  and  Eldorado,  Buick  Riviera,  and  Oldsmobile  Toronado. 


LOWERING  THE  COST 
OF  HEALTH  CARE  IS  #1 

m  mm  critical  list 


America's  health  care  system 
critical  condition, 
n  1970,  employer-sponsored 
th  benefit  plans  paid  out  $17 
n.  By  1981,  it  was  $67  billion. 
>o  it  doesn't  take  a  genius  in 
^  to  figure  out  the  cost  of 
ng  healthy  is  enough  to  make 
II  sick. 

"hat's  why  at  Connecticut 


General,  we've  done  more  than 
just  talk  about  the  problem. 

We  created  MediCorrT  and 
REMEDI®  Two  programs  that 
allow  us  to  diagnose  the  ills  of 
your  health  benefit  plan  and 
then  come  in  and  prescribe  a 
cure. 

Together  REMEDI®  and 
MediCorrT'form  an  out-and-out 


campaign  against  out  of  control 
costs.  And  we  know  our  programs 
work.  We've  already  saved  our 
clients  millions  of  dollars. 

So  if  your  medical  plan  needs 
immediate  care,  call  your  broker,  a 
Connecticut  General  representa- 
tive or  1-800-554-3700.  In  Georgia 
call  1-800-323-1717  Op.  62. 

Our  emergency  staff  is  waiting. 


fE'LL  PUT  YOU  ON  THE  ROAD  TO  RECOVERY. 

mecticut  General  Life  Insurance  Company 

SNA  company 


CIGNA 


Why  drive  an  ordinary  wagon 
when  you  can  drive  the  Ultimate  Wagon? 


Any  similarity  between  the 
Jeep  Wagoneer  and  a  conven- 
tional two-wheel  drive  station 
wagon  is  purely  coincidental. 

Because  no  conventional 
full-size  wagon  gives  you  the 


Wagoneer's  four-wheel  drive 
traction  and  security,  together 
with  Wagoneer's  two- 
wheel  drive  economy... 
better  EPA  estimated 
MPG  than  any  full-size 
two-wheel  drive  wagon: 
Add  to  that  the  comfort  and  lux 
ury  you'd  expect  to  find  only  in 
the  plushest  automobiles,  and 
it's  hard  to  call  Wagoneer  any- 
thing but  beautiful. 

Introducing  Selec-Trac. 

Now  Wagoneer  offers  even 
more  convenience:  two-wheel 
drive  or  full-time  four-wheel 


drive  at  your  fingertips.  No  wheel 
hubs  to  adjust.  And  no  need  to 

leave  the  driver's  seat. 
Just  flick  the  dash- 
mounted  Selec-Trac 
switch,  and  you're  on 
your  way. 
~  Two-wheel  drive  for  improved 
fuel  economy.  Four-wheel  drive  for 
sure  traction  in  rain,  sleet  or  snow, 
either  on-road  or  off -road... even 
at  faster  highway  speeds. 

So  why  drive  a  conventional 
wagon  when  you  can  drive  the 

Ultimate  Wagon. 
Jeep  Wagoneer 
Limited. 


18H23E 


Jeep  Wagoneer  Limited.  The  Ultimate  Wagon,  m 

AT  AMERICAN  MOTORS 

*Use  these  figures  for  comparison.  Your  results  may  differ  due  to  driving  speed,  weather  conditions  and  trip  length  Actual  highway  mileage  lower. 

Jeep  Corporation,  a  subsidiary  of  American  Motors  Corporation. 


Wall  Street  has  always  been  a  sucker  for  a 
stock  with  a  'story"  Vendo's  tale  would 
melt  a  stone.  But  there  is  a  new  chapter, 
and  no  guarantee  of  a  happy  ending. 


Heartaches 


By  Michael  Cieply 


Down  past  a  junkyard  in  Fresno, 
ICalif.,  three  tiny  house-trailers 
shudder  on  jacks  beside  the 
ramshackle  sheds  of  a  sugar  pine  saw- 
mill abandoned  more  than  40  years 
ago.  Not  exactly  Grapes  of  Wrath  stuff, 
but  not  too  far  from  it.  Welcome  to  the 
Vendo  Co.,  half-century-old  manufac- 
turer of  coin-operated  soft- 
drink  vending  machines. 
You  will  find  the  execu- 
tive suite  in  that  trailer  on 
the  right.  The  battered 
plant,  which  grinds  out 
90%  of  Vendo's  $80  mil- 
lion production,  is  "totally 
obsolete,"  says  Richard 
Donegan,  president  and 
chief  executive,  whose 
company  has  lost  money 
in  seven  out  of  the  last 
nine  years. 

Before      you  weep, 
though,  take  a  look  at  the 
Big  Board.  Vendo  stock  has 
been  flying  as  high  as  15, 
up  600%  in  the  last  12 
months,    sporting   a  13 
price/earnings  multiple 
that  loads  of  less  homely 
corporations  would  envy. 
Has  Wall  Street  adopted  a  basket  case? 
Let's  just  say  the  market,  for  all  its 
supposed  analytical  rigor,  often  takes  a 
liking  to  stocks  with  "a  story." 

In  happier  days,  a  decade  ago, 
Vendo — then  based  in  Kansas  City, 
Mo. — was  a  fat  producer  not  only  of 
mainstay  bottle  and  can  machines,  but 
also  of  a  sophisticated  line  of  vending 
equipment  for  soup,  sandwiches,  no- 
tions, you  name  it.  Its  stock  once  trad- 
ed as  high  as  $78  a  share.  "The  indus- 
try just  blossomed,"  recalls  wistful 
Vendo  Chairman  Spencer  Childers, 
71,  who  saw  revenues  peak  at  $113 


million  in  1973,  as  myriad  small  oper- 
ators pushed  those  machines  into  ev- 
ery available  nook  and  cranny. 

Alas,  all  that  blooms  must  finally 
wither.  Big  vendors  like  Servomation, 
ARA  and  Canteen  swallowed  the 
small  outfits  and  squeezed  their  sup- 
pliers to  fatten  their  margins  and, 
thereby,  sustain  their  own  dazzling 
runups  in  the  market.  Result:  By  1975 


Vendo's  Richard  Donegan  outside  the  executive  suite 
"This  company  went  through  ten  years  of  hell. 


Vendo's  sales  had  dropped  to  a  sorry 
$69  million. 

Yet  even  as  red  ink  spattered  the 
books,  Doncgan's  long-gone  predeces- 
sors tinkered  with  gimmicks  like  a 
filterless,  recirculating  coffee  vendor, 
and  poured  capital  into  an  upscale 
production  facility  in  Corinth,  Miss, 
and  some  fancy  new  offices  outside 
Kansas  City. 

"This  company  went  through  ten 
years  of  hell,"  says  Donegan,  56,  a  33- 
year  General  Electric  veteran  who  ad- 
ministered $2  billion  in  sales  as  senior 
vice  president  in  charge  of  major  appli- 


ances before  chucking  it  all  to  take 
Vendo  under  his  wing  last  March.  By 
then  the  fall  from  grace  was  almost 
complete.  Thinking  seriously  about 
finding  protection  in  a  bankruptcy 
court,  former  chief  executive  Robert 
Bloomberg,  recruited  from  Quasar  in 
1979  by  panicked  directors,  had 
ditched  the  full-line  business,  sold  the 
Corinth  plant  and  hit  the  road  west, 
where  he  circled  the  wagons  around 
the  corrugated  sheds  of  the  Fresno 
factory. 

Given  years  of  mismanagement,  it 
should  have  been  Vendo's  last  stand. 
But — brace  yourself  for  this — just  as 
Vendo  came  to  the  brink,  a  timely 
tornado  slammed  into  the  Windsor 
Locks,  Conn,  plant  of  archrival 
Choice  Vend,  then  second  in  a  pack  of 
four  close  competitors.  The  tornado 
helped  tilt  Choice  Vend  into  bank- 
ruptcy and  reduced  the  industry's  ex- 
cess capacity  to  a  pile  of  rubble.  Net 
effect:  Vendo's  share  of  the  bottle  and 
can  machine  market  went  from  17% 
to  25%  in  1982.  Nine-month  rev- 
enues increased  29%,  while  earnings, 
aided  by  a  40%  reduction  in  overhead, 
rose  more  than  fourfold,  to  $1.08  a 
share,  for  the  first  three  quarters. 

Short  of  another  timely 
act  of  God,  the  future  may 
depend  on  whether  Done- 
gan, a  child  of  the  sleek 
management  system  at 
GE,  can  sweat  enough 
cost  out  of  Vendo  to  stay 
alive  in  what  has  become 
a  tooth-and-nail  replace- 
ment business,  with  unit 
sales  to  bottlers  down 
from  200,000  in  1979  to 
about  165,000  last  year. 
Prayer  won't  be  enough. 
Further  productivity  gains 
will  require  extensive  in- 
vestment in  a  plant  anti- 
quated almost  beyond  be- 
lief. Six  or  eight  machine 
frames  are  lugged  from 
one  assembly  stage  to  the 
next  with  a  John  Deere 

  garden  tractor. 

Raising  new  capital  won't  be  easy. 
Some  $15  million  in  tax-loss  carryfor- 
wards should  help.  So  will  an  estimat- 
ed $3.5  million  in  cash  and  property 
from  settlement  of  a  long-standing 
suit  against  ex-director  (now  de- 
ceased) Harry  Stoner,  who  was  alleged 
to  have  built  a  candy  vending  ma- 
chine in  violation  of  contractual  cov- 
enants not  to  compete.  But  Donegan's 
debt  load  is  76%  of  capitalization,  at 
interest  3%  above  prime.  With  that 
kind  of  balance  sheet,  investors  may 
be  reluctant  to  swallow  new  equity. 
New  lines  of  business?  In  1982 
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THREE  BUND  MICI 


Keeping  employees 
in  the  dark  doesn't 
exactly  stimulate 
their  productivity. 

One  measly  percentage  point. 
That's  about  how  much  white- 
collar  productivity  has  increased 
since  1977.  How  embarrassing. 
Even  laughable  to  many  of  our 
world  competitors. 


The  antiquated  systems  o 
many  American  businesses  mus 
be  held  responsible.  They  have  ; 
way  of  keeping  employees  in  th< 
dark.  Fumbling  around  in  th< 
dark  isn't  very  productive.  Bu 
with  new  ways  to  manage  an( 
move  information,  a  light  has  jus 
been  switched  on. 

Given  access  to  all  the  prope: 
information,  you'l 
find  employees  mal 
better,  highe: 


1983  A  IS  American  Bell 


E  HOW  THEY  RUN 


uality  decisions.  They'll  think 
marter,  act  faster,  work  happier, 
nstead  of  feeling  like  cogs  in  a 
fheel,  they'll  feel  like  the  wheel. 
)nly  then  will  motivation  replace 
rustration.  And  motivation 
^  central  to  increased  productivity 
That's  where  AIS/American 
Jell  comes  in.  We've  got  the  prod- 
cts,  the  know-how  and  the  sys- 
3ms  to  manage  time  and  move  in- 
timation. We'll  work  with  you  to 
arness  every  molecule  of  brain- 


power and  make  it  more  productive. 

Let  one  of  our  Account  Execu- 
tives show  you  just  how  qualified 
we  are.  Call  toll-free  1-800-AIS- 
1212,  Ext.  22  and  we'll  put  you  in 
contact  with  someone  who  under- 
stands your  business. 

If  you  prefer,  send  for  a  brief- 
ing document  we  have  prepared 
entitled:"WhatTheNewAIS/ 
American  Bell  Can  Do  For  You." 
Write:  Booklet  Offer,  56 E. Willow 
Street,  Millburn,  N.J.  07041. 


Vendo  picked  up  20%  of  its  revenues 
building  frames  for  IBM  and  Hewlett- 
Packard  computers  and  safes  for  auto- 
matic teller  machines.  A  weird  twist, 
but  why  not;  Labor  is  relatively  cheap 
m  Fresno.  Silicon  Valley  is  only  four 
hours  away  by  truck.  And,  as  Vendo 
operations  vice  president  Alex  Clou- 
tier  puts  it,  "Computers  aren't  really 
harder.  Just  different."  Different,  in- 


By  John  R.  Dorfman 

Not  far  from  a  major  regional 
shopping  mall  in  Columbus, 
Ohio  sits  a  2,600-square-foot 
McDonald's.  With  some  relish,  Jim 
Graham,  vice  president  for  real  estate 
at  competing  Wendy's  International, 
Inc.,  tells  how  Wendy's  is  heading 
McDonald's  customers  off  at  the  pass 
by  sandwiching  it  with  no  fewer  than 
three  Wendy's  outlets,  one  to  the  east, 
one  to  the  south  and  one  right  in  the 
mall  itself. 

Frivolous?  Don't  you  believe  it.  Big 
money  rides  on  the  judgment  of  the 
people  who  pick  sites  for  major  retail 
chains.  It  can  cost  about  $100,000  to 
open  a  store.  Pick  the  site  wrong  and  a 
single  store  can  run  up  a  loss  of  as 
much  as  $60,000  a  year  in  a  mall  or 
$100,000  in  a  downtown  storefront — 
not  to  mention  wasting  good  manage- 
ment talent.  At  those  prices  you  don't 
make  site  selection  mistakes.  Talking 
with  site  selectors  at  several  major 
chains,  you  soon  learn  a  few  tricks  of 
the  trade: 

•  Look  for  parallel  business.  E.W. 
Spieckerman,  vice  president  of  real 
estate  for  Tandy  Corp.,  likes  to  plunk 
his  Radio  Shack  stores  down  near  a 
hardware  store  or  menswear  outlet. 
Those  places,  he  says  attract  "our 
kind  of  customer,"  i.e.,  men. 

Florsheim  Shoe  Co.'s  director  of 


deed,  since  margins  are  high,  and  the 
market  is  still  growing.  Moreover, 
Donegan  has  managed  to  add  extra 
value  by  hanging  some  electronic 
components  on  the  frames. 

On  the  strength  of  such  hopes,  Don- 
egan is  forging  ahead  with  a  S700,000 
headquarters  building  near  the  Fresno 
plant  and  predicts  that  Vendo  stock  is 
headed  for  30.  But  there  could  be  plen- 


Lany  Viljipple  of  Florsheim  Slxje  Co 
Half  science,  half  art. 


ty  more  heartaches.  His  blue  chip 
computer-making  customers  already 
clamor  for  rapid  automation.  And, 
what  may  be  more  ominous,  Choice 
Vend,  purchased  out  of  bankruptcy  by 
New  York  investors,  resumed  produc- 
tion in  mid-November.  Vending  ma- 
chines are  still  80%  of  Doncgan's 
business,  and  the  last  thing  he  needs 
is  more  competitors  in  the  field.  ■ 


leasing,  Larry  Whipple,  says  the  La- 
Salle  Street  area  in  Chicago  is  a  natu- 
ral location  for  a  Florsheim  outlet. 
"It's  an  area  with  banking,  brokerage 
houses  and  lawyers  in  abundance. 
Males  who  tend  to  have  a  good  job. 
That's  what  we're  looking  for." 

•  lieu  are  of  undesirable  neighbors 
"We  want  the  best  image  possible," 
says  Wendy's  Jim  Graham.  "Your 
massage  parlor,  your  X-rated  book- 
store, your  bar  are  not  consistent  with 
that."  A  clean,  safe  image  may  be 
especially  important  to  Wendy's  since 
it's  trying — in  part  through  offering 
salad  bars — to  attract  a  large  female 
clientele. 

Where  parking  is  limited,  some  oth- 
erwise desirable  neighbors  become 
pests.  Spieckerman,  for  example,  dis- 
likes sit-down  restaurants  as  co-ten- 
ants in  small  strip  malls:  too  little 
parking  turnover. 

•  Let  Sears  do  tlje  demographics. 
"You  can  pay  S200  to  S2,000  for  a 
report,"  says  Whipple,  who  isn't 
averse  to  doing  it  on  occasion.  But  the 
high  cost  of  demographic  studies  is 
one  reason  many  retailers  let  large 
department  stores,  like  Sears,  do 
some  preselection  for  them.  Sears,  the 
downtrodden  giant?  Yes — despite  its 
merchandising  failures  in  recent 
years,  it  retains  a  first-rate  reputation 
for  picking  good  retail  sites.  Among 
the  other  department  store  chains 
with  good  site-selection  reputations 
are  Federated  Department  Stores, 
Carter  Hawley  Hale  and  K  mart. 

Besides  piggybacking  on  depart- 
ment stores'  research,  retailers  can 
use  other  free  or  cheap  sources:  local 
newspapers,  banks  and  chambers  of 
commerce,  for  example.  Well  regard- 
ed, and  costing  only  S50  or  so,  is  the 
annual  Editor  &  PuhlisJyers  Market 
Guide,  which  provides  such  tidbits  as 
which  supermarkets  and  department 
stores  are  in  which  shopping  centers 
and  what  the  deposits  are  at  local  sav- 
ings institutions.  And,  of  course, 
there's  always  U.S.  Census  data. 

•  Demographics  aren  't  everything.  Al- 
most all  retailers  count  pedestnan 
and  car  traffic  before  choosing  a  site. 
But  such  counts  can  be  deceiving. 
Norman  Krone,  senior  vice  president 


Tholes  more  to  picking  retail  sites  than 
computers  and  demographics.  Like  "head- 
ing 'em  off  at  the  pass. " 


Sense  of  site 
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for  physical  resources  at  Walgreen, 
gives  the  example  of  an  overcrowded 
intersection.  "The  traffic  count  may 
be  wonderful  in  theory,"  he  says,  "but 
in  reality  it  can  be  a  disadvantage  be- 
cause the  intersection  is  so  hard  to  get 
through  that  nobody  will  stop  there." 

"There  is  no  substitute,"  says  Ra- 
dio Shack's  Spieckerman,  "for  know- 
ing your  market  personally,  driving  in 
it,  living  in  it." 

Your  store  doesn't  have  to  be  near 
where  people  live,  points  out  Gra- 
ham. It  can  be  near  where  people 
work  or  shop.  Wendy's  has  had  some 
success,  for  example,  placing  units 
across  from  light  industrial  plants  and 
near  commuter  college  campuses.  Big 
industrial  plants  don't  seem  to  work, 
though.  Too  much  security  and  rigid 
lunch  hours  make  it  too  hard  for  most 
workers  to  get  off  the  company 
grounds. 

•  Advertise.  If  you're  in  a  mall  or 
shopping  center,  your  advertising 
does  double  duty,  helping  your  co- 
tenants  as  well  as  you.  This  makes 
you  a  more  desirable  tenant,  and  that 
may  come  in  handy  at  lease-signing 
time.  While  some  tenants  have  to  pay 
as  much  as  10%  of  gross  sales  (plus 
their  per-square-foot  rental)  for  space 
in  malls,  active  advertisers  may  pay 
only  3%  to  5%.  Department-store  an- 
chor tenants  that  are  big  draws  may 


pay  as  little  as  2%.  of  gross  sales 

•  Use  space  efficiently.  Wendy's,  try- 
ing belatedly  to  get  into  the  big  re- 
gional malls  in  a  major  way,  believes 
that  its  space-efficient  format  may 
give  it  an  edge.  "A  lot  of  McDonald's 
units  in  malls  are  4,000  to  5,500 
square  feet,"  Graham  says.  "We  can 
go  in,  without  sacrificing  sales,  with 
2,500  square  feet.  The  mall  gets  ap- 
proximately the  same  percent-of-sales 
revenue,  and  they  get  increased  ten- 


IJ  the  store  near  you  proves 
to  be  a  W.T.  Grant  or  the 
equivalent,  "you  can  only 
hope  they  Jill  the  vacancy 
quickly,  so  you  don't  die  on 
the  vine." 


ant  diversity  because  they  can  put, 
say,  a  jewelry  store  next  to  us." 

•  Ask  for  an  excessive  vacancy'  clause. 
If  you're  located  near  a  W.T.  Grant  or 
a  Woolco,  "you  can  only  hope  they  fill 
the  vacancy  quickly,  so  you  don't  die 
on  the  vine,"  says  Spieckerman.  If  you 
have  an  excessive  vacancy  clause,  you 
can  break  your  lease  if  too  much  space 
in  a  shopping  center  is  unfilled.  You 
need  some  market  muscle  to  get  it, 
but  it's  worth  trying  for. 

•  Beware  of  excessive  loyalty.  There 


are  certain  stores — off  the  record,  site 
selection  people  mention  Blooming- 
dale's  and  Neiman-Marcus  as  possible 
examples — whose  customers  are  so 
loyal  that  there  is  little  rub-off  benefit 
to  nearby  merchants.  "Look  at  Lex- 
ington Avenue  between  58th  and  61st 
Streets  [near  Bloomingdale's  in  Man- 
hattan]," says  one  site  picker.  "You'd 
think  there  would  be  all  sorts  of  nifty 
shops  there,  but  there  aren't." 

•  Intercept  before  you're  intercepted. 
The  goal,  says  Walgreen's  Krone,  is  to 
position  yourself  in  the  exact  center 
of  the  market.  "That  way,  your  com- 
petitors can  only  intercept  you  at  the 
extremities."  Walgreen  uses  two 
computer  programs  to  try  to  achieve 
this.  But  markets  do  have  a  way  of 
shifting,  and  a  newcomer  can  some- 
times turn  shifts  to  advantages,  as 
Wendy's,  for  example,  says  it  has  done 
in  Columbus. 

•  One  man's  meat  is  another  man's 
poison.  Take  beauty  shops,  for  exam- 
ple. In  small  strip  centers,  Spiecker- 
man sees  them  as  a  minus:  The  park- 
ing space  is  occupied  too  long.  But 
Krone  loves  beauty  shops  nearby,  so 
women  can  come  in  and  stock  up  on 
hair  care  products  after  their  hair  is 
done.  Another  Krone  favorite:  laun- 
dromats. "People  in  laundromats,"  he 
says,  "have  nothing  to  do  while  wait- 
ing for  their  clothes  to  go  around."  ■ 


Sabine  Corporation 

has  sold  its 
Canadian  oil  and  gas  assets  and  properties 

to 

Cooperative  Energy  Development 

Corporation 


The  undersigned  acted  as  financial  advisor  to  Sabine  Corporation 

in  this  transaction. 


Wood  Gundy  Limited 
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Anybody  want  to  buy  a  paper  company? 
tlammermill  is  a  sitting  duck — or  looks 
like  one,  which  makes  it  one. 


Irresistible 
target 


By  William  Harris 


Tjwo  AND  A  HALF  YEARS  ago,  Carl 
Icahn  made  a  pass  at  Hammer- 
mill  Paper  Co.  He  acquired 
10.2%  of  the  stock  and  then  threat- 
ened to  take  control  and  sell  off  the 
pieces  of  the  Erie,  Penna.  outfit, 
known  for  its  writing  and  printing 
papers.  It  was  a  typical  Icahn  ploy.  He 
lost  the  subsequent  proxy  fight,  but 
he  didn't  make  out  badly.  Hammer- 
mill  bought  back  its  shares  for  $36 
apiece;  Icahn  had  paid  $25.  That's 
how  Carl  Icahn  operates. 
Heads  he  wins,  tails  he  wins. 

Icahn  has  marched  off  hap- 
pily to  the  bank,  but  today,  85- 
year-old  Hammermill,  which 
earned  S27  million  on  sales  of 
$971  million  in  the  first  nine 
months  of  1982,  again  finds 
itself  a  possible  target.  There's 
little  that  President  Albert 
Duval  can  do  to  prevent  an- 
other assault.  Gulf  &  Western 
has  accumulated  14.7%  of  the 
8.4  million  Hammermill 
shares  outstanding.  As  you 
would  expect,  G&W  Chair- 
man Charlie  Bluhdorn  has  as- 
sured Duval  that  G&W's  in- 
tentions are  completely  hon- 
orable, "for  investment 
purposes  only." 

And,  in  fact,  G&W  does 
hold  large  positions  in  many 
companies  it  has  no  desire  to 
acquire;  Bluhdorn  doesn't  tend 
to  point  guns  at  corporate 
heads  in  Icahn  style.  Still,  the 
possibility  of  being  eaten  by 
Charlie  Bluhdorn's  conglom- 
erate gives  many  the  willies. 

Last  August,  for  example,  a 
nervous  Polaroid  bought  back 
1.9  million  of  its  shares,  net- 
ting G&W  $9  million.  And 


consider  Sherwin-Williams,  which 
shelled  out  $21  million  in  1979  to 
wrench  its  stock  from  Bluhdorn's 
mitts.  The  company  couldn't  afford 
the  purchase,  so  shareholders  helped 
out;  they  got  no  dividend  that  year. 
Bluhdorn  walked  away  with  some  $5 
million  in  his  pocket. 

Al  Duval,  62,  who  has  been  with 
Hammermill  23  years,  says  he  isn't 
unduly  worried  by  Bluhdorn's  atten- 
tions. "There's  no  such  thing  as  living 
outside  the  takeover  world,"  he  ad- 
mits, fidgeting  with  change  in  his 


Hammermill  President  Al  Duval 
Betting  on  pulp  for  protection. 


trousei  pocket.  "But  I  don't  feel  par- 
ticularly vulnerable." 

Maybe  he  should.  Hammermill  has 
flimsy  defenses  in  place.  It's  true  that 
the  board  is  staggered,  and,  according 
to  company  bylaws,  holders  of  85%  of 
the  shares  must  vote  in  favor  of  a 
merger  or  acquisition.  But  insiders 
control  iust  2.6%  of  the  stock,  which 
recently  sold  around  33.  That's  a  25% 
discount  from  book  value.  If  someone 
wanted  to  offer  a  $20  premium,  say, 
he  could  grab  Hammermill  for  under 
$450  million,  less  than  the  cost  of 
building  one  pulp  mill. 

But  why  would  anyone  want  Ham- 
mermill at  any  price?  Although  the 
company  makes  high-margin  special- 
ty papers  and  has  strong  brand-name 
recognition,  return  on  equity  has  av- 
eraged 12%  over  the  last  five  years, 
below  the  industry  median.  But  there 
are  a  lot  of  people  on  Wall  Street  who 
feel  Hammermill  has  potential  that 
has  gone  unexploited. 

Lookatthebasics:  Hammermill  con- 
trols a  20%  share  of  the  copy  paper 
market,  despite  itsantiquatedplants.  It 
also  makes  industrial  packaging  pa- 
pers, which  tend  to  be  mature  market 
segments,  but  there  are  few  competi- 
tors. Then  there's  Hammermill's paper 
distribution  division,  a  less  cyclical 
business,  which  now  contributes 
about  half  of  company  sales  and  a 
quarter  of  its  profits. 

Finally,  Hammermill  has 
spent  S200  million  to  expand 
and  modernize  its  bleached 
pulp  works  in  Riverdale,  Ala. 
That  mill  will  supply  most  of 
Hammermill's  papermaking 
|Mfl  needs,  and  it  will  permit  the 
company  to  push  into  the  world 
HH  pulp  market.  Pretax  margins 
there  can  reach  20%  to  25%. 
Unfortunately,  pulp  is  now 
selling  at  its  lowest  price  in  30 
years,  and  industry  analysts  ex- 
pect the  market  to  stagnate  un- 
til 1984  or  beyond.  But  it  won't 
stay  down  forever,  and  when  it 
begins  to  rise,  Hammermill 
could  be  sitting  pretty. 

Duval,  only  the  fifth  Ham- 
mermill president  since  the 
company  was  founded  in  1 898, 
is  betting  heavily  on  pulp  to 
improve  the  bottom  line. 
That's  why  he  says  the  com- 
pany isn't  for  sale.  But  saying 
you  don't  want  to  be  acquired 
and  being  able  to  prevent  it  are 
two  different  things,  as  others 
have  learned.  And  Icahn  and 
Bluhdorn  aren't  the  only  ones 
capable  of  spotting  Hammer- 
mill's undervalued  and  under- 
used assets.  ■ 
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Is  this  the  newest  hot  button 
in  the  life  insurance  business? 


If  there's  anything  predictable  about 
nterest  rates,  it's  simply  that  they'll  go  down. 
jo  up.  Go  down.  Go  up.  Always  have. 

Why  then  are  some  life  insurers  rushing 
iway  from  traditional  policies  to  promote 
)nly  new  interest-sensitive  ones? 

While  there  are  no  easy  answers,  we  see  no 
■eason  to  panic.  We  believe  that  promoting 
)nly  one  kind  of  policy  doesn't  fully  serve  the 
leeds  of  customers.  Nor  of  a  sales  force. 

That's  why  the  USLIFE  companies  offer 
nterest-sensitive  policies  like  the  new 
NNOFLEX*  series  and  traditional  ones  like 
3usiness  Whole  Life  and  Executive  85. 


We  feel  that  offering  alternatives  in  an  age 
of  uncertainty  is  the  most  prudent  route  a 
major  corporation  can  take.  After  all,  interest 
rates  will  go  down.  Go  up.  Go  down.  Go  up.  So, 
in  any  event,  we  can  respond. 

Maybe  that's  why  the  combined  USLIFE 
companies  rank  third  among  all  stock  life 
insurance  companies  in  individual  life  sales. 

So  call  the  USLIFE  company  nearest  you 
for  more  information.  If  you  prefer,  just  write 
Dept.  M,  USLIFE  Corporation,  125  Maiden  Lane, 
New  York,  NY  10038.  Phone:  212-709-6226. 

We'll  show  you  why  having  a  choice  of  poli- 
cies is  the  most  rational  way  to  buy  one. 

'Not  yet  available  In  all  states. 


UMIFE 

life  is  a  family  affair 

Our  family  of  life  insurance  companies:  The  United  States  Life  Insurance  Company,  New  York,  NY  212-709-6360 
JSLIFE  Life  Insurance  Company  of  California,  Pasadena,  CA  213-795-0401  •  Great  National  Life,  Dallas,  TX  214-357-1861 
Old  Line  Life,  Milwaukee,  Wl  414-271-2820  •  All  American  Life,  Chicago,  IL  312-399-6500 
Lincoln  Liberty  Life,  Des  Moines,  IA  515-225-2000 


Numbers  Game 


What  does  pension  accounting  have  to  do 
with  oil  and  gas  accounting?  For  both  you 
may  need  to  use  tarot  cards. 


In  the  cards? 


By  Richard  Greene 
and  Christopher  Power 

Ulyesse  LeGrange,  controller 
of  Exxon  Corp.,  has  an  "I-told- 
you-so"  tone  in  his  voice.  The 
moment  you  required  oil  and  gas 
companies  annually  to  put  a  number 
on  any  increase  in  the  value  of  their 
reserves,  he  says,  you  were  opening  a 
Pandora's  box.  "We  warned  compa- 
nies in  other  industries  that  they'd 
better  pay  attention.  The  regulators 
were  asking  us  to  forecast  future  oil 
prices  through  reserve  recognition  ac- 
counting, and  now  the 
chickens  are  coming  home 
to  roost.  The  SEC  and  the 
FASB  are  moving  into  other 
areas,  asking  for  forecasts." 

One  of  the  areas  Le- 
Grange was  talking  about  is 
pension  accounting.  Just  a 
few  weeks  ago  the  Finan- 
cial Accounting  Standards 
Board  came  out  with  some 
preliminary  views,  which 
contemplate  requiring  that 
unfunded  pension  liabili- 
ties be  put  directly  on  cor- 
porate balance  sheets,  and 
not  only  in  the  footnotes. 
Among  other  things,  that 
means  having  to  predict  fu- 
ture salary  increases. 
"These  liabilities  are  an 
elusive,  long-term  moving 
target,"  says  Norman 
Strauss,  a  partner  with 
Ernst  &  Whinney.  "You 
could  be  talking  about  an. 
amount  an  employee  will 
be  getting  in  60  years." 

Since  in  some  cases  these 
liabilities  could  wipe  out  a 


firm's  equity,  the  FASB  is  thinking  of 
allowing  firms  to  put  a  nebulous  asset 
on  the  balance  sheet  to  offset  the  li- 
ability. There's  no  guarantee  that  us- 
ers of  the  reports  will  regard  the  asset, 
which  is  supposed  to  represent  a  sort 
of  goodwill  the  company  picks  up  by 
establishing  a  pension  plan,  as  a  real 
one.  But  they  are  likely  to  pay  a  lot  of 
attention  to  that  liability. 

To  the  delight  of  Exxon's  LeGrange 
and  others  who  agree  with  him,  the 
FASB  backed  away  from  requiring 
that  oil  companies  record  changes  in 
reserves  when  they  arrive  at  a  basic 


profit-and-loss  figure.  They  are  still 
upset  that  similar  figures  will  contin- 
ue to  be  shown  in  the  supplemental 
notes.  However,  it  did  just  the  oppo- 
site on  pension  accounting.  Why  the 
double  standard?  "There  seems  to  be 
an  inconsistency  between  the  two 
conclusions  they  reach  in  recording  a 
liability  when  the  numbers  are  such 
soft  numbers,"  agrees  Harvey 
Moskowitz,  national  director  of  ac- 
counting and  auditing  for  Seidman  &. 
Seidman.  "In  pensions,  it's  soft  and 
they've  leaned  toward  recording  it.  In 
oil  and  gas,  it's  soft  and  they  haven't." 

There's  no  doubt  both  numbers  are 
soft.  To  estimate  current  pension  lia- 
bilities under  the  suggested  FASB  sys- 
tem, companies  will  have  to  guess 
what  they  will  be  paying  out  for  em- 
ployees some  50  years  from  now.  Who 
could  have  guessed  in  1932  what  com- 
panies would  be  paying  out  in  pension 
plans  today?  In  the  case  of  oil  and  gas 
numbers,  not  only  is  it  nearly  impos- 
sible to  calculate  accurately  how 
much  oil  is  in  a  specific  spot,  there's 
no  way  to  know  when  that  oil  will  be 
sold  and,  therefore,  how  much  it  will 
be  sold  for. 

In  effect,  the  Board  seems  to  have 
concluded  that  it  is  harder  to  put  a 
value  on  oil  and  gas  reserves  in  the 
ground  than  it  is  to  predict  future 
pension  benefits  50  or  60  years  from 
now.  Says  John  Grady  of  Coopers  & 
Lybrand's  actuarial  divi- 
sion, "Mathematically,  you 
might  have  much  wider 
swings  in  estimates  of  oil 
and  gas  reserves  than  you 
would  have  on  the  pension 
liabilities." 

But  most  pension  manag- 
ers and  accountants  forced 
to  attest  to  the  truth  of 
these  numbers  would  prob- 
ably see  them  both  as  so 
unreliable  as  to  be  unusa- 
ble, and  they  probably  have 
a  point.  Both  future  oil 
prices  and  future  pension 
liabilities  are  unknowables 
dependent  on  great  outside 
forces.  Perhaps  sages  can 
deal  with  such  impondera- 
bles, but  how  can  ordinary 
mortals? 

Give  this  to  the  account- 
ing profession:  It  is  strug- 
gling sincerely  to  adapt  to  a 
complex  and  rapidly  chang- 
ing world.  But,  alas,  the 
more  the  accountants  reach 
for  certainty,  the  more  cer- 
tainty eludes  them.  ■ 
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BUSINESS 


In  over  100  years  of  doing  busi- 
less,  Campbell  Soup  Company  has 
leveloped  many  fine  products.  In 
hat  time,  we  have  also  developed  a 
:ertain  philosophy. 

Simply  put:  The  better  you  make 
i  product,  the  better  it  will  perform. 

We  believe  that  in  an  age  when 
>eople  are  getting  less  and  less  for 
heir  money,  good  quality  is  appreci- 
ited  even  more. 

And  we  have  success  stories  to 
>rove  it. 

GOOD  BUSINESS  STARTS 
WITH  GOOD  IDEAS. 

Soup.  A  word  synonymous  with 
Campbell's  red  &  white  label.  In  1971, 
ve  decided  to  take  a  good  idea  even 


further.  We  introduced  Chunky,  the 
soup  that  eats  like  a  meal.  It  opened 
up  a  whole  new  market  segment, 
which  resulted  in  $230  million  in 
sales  last  year. 

Then  there's  our  Pepperidge  Farm 
Deli's  —  a  unique  line  of  frozen  foods 
for  light  eating.  Research  predicted 
good  consumer  acceptance  but  noth- 
ing like  the  degree  achieved  —  $50 
million  in  sales  in  the  first  year  alone. 

Or,  consider  Prego  Spaghetti 
Sauce,  regarded  as  one  of  the  most 
successful  new  product  introduc- 
tions in  the  food  industry  in  recent 
years.  Others  had  tried  and  failed  to 
break  into  this  highly  competitive  cat- 
egory. Then  along  came  Prego,  with 


no  preservatives  and  plenty  of  nutri- 
tional value.  Only  three  years  old,  the 
brand  has  already  hit  the  $100  mil- 
lion mark  in  annual  sales. 

WHAT'S  GOOD  FOR  EVERYBODY 
IS  GOOD  FOR  US. 

We  could  tell  more  stories.  About 
Campbell's  Beans  and  V-8  Juice. 
Swanson's  Chunk  Chicken  and  fro- 
zen foods.  Franco  American  and  Mrs. 
Paul's  products.  Vlasic  Pickles. 
Branded  fresh  mushrooms.  Recipe 
Pet  Foods.  Even  Godiva  Chocolates. 

But  the  moral  is  always  the  same: 
Everybody  appreciates  a  good 
product. 

Keeping  up  with  Americas  need 
for  good  food  is  good  business. 


For  more  facts  about  Campbe 


ffampSell  Soup  t?ompany 


ittr  for  an  annual  report  to:  Corporate  Relations,  Campbell  Soup  Company,  Camden.  NJ  08101 


What  Makes  A  New  Financial 
Corporation  MoreThan  Just 
Another  Fi  nancial  Corporation 


A  major  factor  is  the  quality  of  the  merger.  It  is  the  precise  blending  of 
consistent  management  styles,  complementary  areas  of  expertise,  and  proven 
performance. 

On  January  19,  Pittsburgh  National  Corporation  and  Provident  National 
Corporation  merged  to  form  PNC  Financial  Corp,  the  27th  largest  bank  holding 
company  in  America. 

These  two  institutions  have  demonstrated  remarkable  similarity  in 
management— creative  in  approach,  conservative  in  action.  Yet  each  possesses  a 
singular  expertise  that  can  benefit  the  other. 

Both  have  been  consistently  profitable.  Their  returns  on  assets  and  equity 
have  ranked  both  of  them  among  the  most  profitable  financial  corporations  in 
the  country. 

PNC  Financial  Corp:  a  merger  of  strength. 

PNC  FINANCIAL  CORP  ^ 

PNC  Financial  Corp,  Pittsburgh,  Pennsylvania 
Subsidiaries:  Pittsburgh  National  Bank  ♦  Provident  National  Bank  ♦ 
The  Kissell  Company  ♦  Provident  of  Delaware  Bank  ♦  PNC  Discount  Corp. 

Nasdaq  Symbol:  PNCF 


A  carat  or  more. 
A  rare  diamond.  For  that  rare  individual 
who  never  doubted  you'd  make  it. 


Pi? 


The  one  and  a  half  carat  diamond  necklace  shown  below  is  enlarged  for  detail. 


as 


sis! 


There's  only  one  in  a  million. 

Every  diamond  is  rare.  But 
of  all  diamonds  found,  a  solitaire 
of  a  carat  or  more  is  only  one  in 
a  million. 

And,  like  love,  becomes  more 
precious  with  time. 

A  miracle  among  miracles. 
Born  from  the  earth.  Reborn  on 
a  woman. 

The  extraordinary  diamond 
of  a  carat  or  more. 

Show  the  world  you  couldn't 
have  made  it  without  her. 

A  diamond  is  forever.  De  Beers. 


When  you  leave  a  job,  you  re  often  flush 
with  pension  money.  No  matter  what  you 
do  with  it,  beware  Uncle  Sam  s  rules. 


Whose  nest  egg 
is  it,  anyway? 


Personal 
Affairs 


Edited  by  William  G.  Flanagan 

It  is  one  of  the  most  maddening  of 
decisions:  You  quit  your  job  (or  are 
fired)  and  stroll  out  the  door  with 
a  hefty  profit-sharing  or  pension  pack- 
age. But  you  are  still  a  long  way  from 
retiring.  What  do  you  do  with  that 
money?  Spend  it?  Invest  it?  Roll  it 
over  into  another  pension  plan? 

For  some,  that  check  rep- 
resents the  largest  single 
lump  of  cash  they  may 
ever  see  in  their 
lives — other  than 
the  proceeds 
from  selling  a 
house — and 
the  tempta- 
tion to 
spend  some 
or  all  of  it  can  be 
overwhelming.  More 
than  one  successful 
business  (and  more 
than  a  few  unsuccessful  ones 
was  started  with  a  "lump-sum  distri- 
bution." On  the  other  hand,  this  is 
your  retirement  nest  egg,  and  it  could 
make  a  big  difference  in  how  you  live 
in  years  to  come.  Complicating  mat- 
ters, of  course,  is  Uncle  Sam.  He  will 
get  his  mitts  onto  some  of  that  cash 
one  way  or  another,  sooner  or  later,  of 
course.  But  just  how  much  he  receives 
depends  on  what  you  do  with  the 
distribution. 

In  fact,  the  tax  consequences  of 
spending  all  or  part  of  your  nest  egg 
and  the  IRS'  rules  regarding  rolling  it 


over  into  your  own  Individual  Retire- 
ment Account  should  be  very  careful- 
ly considered.  And  note:  For  a  change, 
the  IRS  actually  does  give  you  a  nice 
break  if  you  do  decide  to  shoot  the 
wad  on  something,  or  reinvest  it  out- 
side of  any  tax-sheltered  retirement 
program. 

Let's  say  you  take  the  money  and 
run — buy  that  yacht,  or  condo,  or  sim- 
ply take  a  flier.  The  IRS  has  special 
ten-year  forward-averaging  tables  that 
make  the  tax  bite  far  less  painful  than 
you  might  think.  Further,  if  your  re- 
tirement or  profit-sharing  plan  began 
prior  to  1974,  some  of  your  dis- 
tribution is  taxed  as  long-term 
capital  gain.  (Your  ex-em- 


ployer usually  will 
furnish  you  with  a 
form  that  shows  which,  if 
any,  portion  of  your  distribution  is 
eligible  for  such  tax  treatment.) 

Before  examining  the  tax  conse- 
quences in  detail,  however,  let's  look 
at  exactly  what  kinds  of  payments  are 
considered  lump-sum  distributions  in 
the  eyes  of  the  IRS  (and  what  condi- 
tions must  be  met  for  the  favorable 
tax  treatment). 


You  can  get  a  bona  fide  lump-sum 
distribution  from  either  of  two 
Sources:  a  tax-qualified  pension  or 
profit-sharing  plan  (virtually  all  com- 
pany plans  qualify),  or  a  Keogh  plan 
for  self-employed  individuals.  You 
wind  up  with  that  distribution  for  any 
of  the  following  reasons:  You  are  retir- 
ing; you  are  leaving  your  job;  your 
company  is  terminating  its  retire- 
ment plan;  you  have  reached  age  59Vi, 
although  still  employed;  you  have  be- 
come disabled;  you  are  the  beneficiary 
of  funds  from  a  qualified  plan  (e.g., 
because  of  the  death  of  a  spouse). 

There  are  two  more  important  con- 
ditions that  must  be  met  to  satisfy  the 
IRS  in  order  to  get  that  tax  break.  For 
one,  the  entire  balance  credited  to 
your  retirement  plan  account  must  be 
paid  to  you  in  one  taxable  year.  Also, 
you  must  have  been  in  the  plan  for  at 
least  five  years. 

Now  let's  see  how  the  ten-year  for- 
ward-averaging scheme  works.  Re- 
member, the  tax  rate  on  the  distribu- 
tion is  based  on  the  amount  you  re- 
ceive, not  your  income  as  of  the 
moment.  In  general,  the  smaller  the 
lump  sum,  the  lower  the  tax  rate.  (See 
table,  p.  132.) 

So,  for  example,  let's  say  you  get  a 
lump  sum  of  $100,000.  If  you  prefer  to 
pay  the  tax  now,  you  will  fork  over 
$17,150— a  17%  tax  rate.  That's  not 
bad  at  all,  compared  with  other  tax 
rates.  If  some  of  that  money  be- 
gan accumulating  before  1974, 
the  total  tax  rate  may  be 
slightly  higher  or  lower,  de- 
pending upon  the  amount 
receive  and  your  cur- 
rent tax  bracket.  But, 
let's  assume  you  are  in 
the  50%  bracket,  and 
that  half  of  your  dis- 
tribution qualifies 
for  capital  gains 
treatment.  On  a 
$100,000  distribu- 
tion, your  total  tax 
bill  would  be 
$18,575,  or  19%.  On 
$400,000  it  would  be 
$102,340,  or  26%.  On 
$600,000  it  amounts 
to  29%. 

So,  the  bigger  the 
lump,  the  bigger  the 
tax  bite,  regardless  of  the  computa- 
tion method.  Conversely,  the  smaller 
the  distribution,  the  more  advanta- 
geous the  special  lump-sum  rate. 

Is  it  a  better  deal  to  pay  the  tax  on 
the  lump  and  reinvest  the  cash — and 
not  have  to  pay  tax  on  anything  but 
the  interest  and  dividends  from  year 
to  year?  Or  to  put  the  proceeds  in  tax- 
free  investments,  such  as  municipal 
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Uncle's  take 


If  you  terminate  a  qualified  pension  income  tax.  Here  are  examples  of 

or  profit-sharing  plan,  there  is  a  spe-  what  those  taxes  are  on  various  lump- 

cial,  ten-year  forwarding  tax  that  is  a  sum  distributions.  Note:  It  doesn't 

lot  easier  to  swallow  than  ordinary  matter  what  tax  bracket  you  are  in. 


Amount  of  '  Ten-year  Tax 

distribution  forward-averaging  tax  rate 


$    25,000  $    2,020  8% 

40,000  4,800  12 

50,000  6,760  14 


100,000  17,150  17 

150,000  29,510  20 

300,000  80,920  27 


400,000  124,680  31 

500,000  174,680  35 

600,000  224,680  37 


bonds?  Or  is  it  better  to  roll  the  lump 
sum  over  into  an  IRA? 

"In  general,  if  the  size  of  your  distri- 
bution is  large,  and  the  amount  of 
time  you  can  leave  the  sum  tax-de- 
ferred is  long,  you  probably  would  be 
better  served  to  use  a  deferral  strategy 
than  to  pay  the  initial  tax,"  advises 
Gary  Strum,  a  vice  president  with  E.F. 
Hutton  &  Co. 

Suppose  you  want  to  take  only 
some  of  the  money,  to  buy  that  boat 
you  have  always  wanted,  for  example. 
Can  you  take  advantage  of  the  for- 
ward-averaging rates  on  part  of  the 
money  and  roll  over  the  rest?  Alas, 
Uncle  is  not  that  generous.  If  you  split 
your  lump  sum,  the  chunk  you  take 
in  cash  is  taxed  as  ordinary  income,  at 
regular  tax  rates. 

Note:  Pay  very  careful  attention  to 
the  calendar  while  you  mull  over  your 
options.  You  could  blow  a  golden  op- 
portunity. By  law,  you  have  60  days 
from  the  time  you  receive  your  lump 
sum  until  you  must  place  these  funds 
in  an  IRA  account.  If  you  miss  the  60- 
day  limit,  you  are  out  of  luck.  If  you 
want  to  roll  over  those  funds,  you  will 
have  to  pay  the  forward-averaged  tax 
that  year. 

However,  if  you  do  roll  over  the 
lump  sum  within  60  days,  but  change 
your  mind  before  the  end  of  the  year 
and  want  to  pay  the  tax  on  it,  you  can 
still  do  so,  without  penalty.  Moral:  If 
in  doubt,  roll  the  cash  over  into  an 
IRA  account  now.  If  you  want  the 
cash,  you  can  still  get  it.  (For  someone 
who  is  fired,  and  doesn't  know  if  he 
will  need  some  of  that  money  before 
the  year  is  out,  this  is  an  important 
consideration.) 

Some  other  key  points  to  keep  in 
mind  about  rollovers: 

•  Employee  contributions  are  not 
eligible  for  rollover,  because  they  are 
not  subject  to  income  tax.  If  you  have 
paid  cash  into  your  pension  plan,  you 
have  already  paid  tax  on  it.  Only  the 
earnings  on  those  contributions  are 
subject  to  tax  or  can  be  rolled  over. 

•  If  your  company  terminates  your 
pension  plan,  and  you  wind  up  with  a 
lump-sum  distribution,  you  are  not 
eligible  for  the  ten-year  forward-aver- 
aging break.  It's  all  ordinary  income 
the  year  you  receive  it,  unless  you  roll 
the  lump  sum  over  into  your  own 
IRA  plan. 


•  Partial  distributions  are  not  eligi- 
ble for  tax  breaks  or  rollover. 

•  Distributions  that  are  rolled  over 
do  not  have  to  go  into  only  one  ac- 
count. You  can  put  some  cash  into  a 
mutual  fund,  for  example,  some  into 
an  annuity,  some  into  a  self-directed 
portfolio,  etc. 

•  If  you  know  you  will  need  the 
money  before  age  59 Vi,  you  may  be 
better  off  paying  the  tax  on  the  lump 
sum  when  you  get  it  and  investing  the 
proceeds  outside  the  IRA. 

•  Age  doesn't  affect  your  option  to 
roll  over  the  lump  sum.  Even  if  you 
are  over  age  70V2,  you  can  still  set  up 
an  IRA.  But  you  must  start  taking 
distributions  from  the  account  imme- 
diately, on  a  formula  that  takes  into 
account  your  life  expectancy  when 
you  reached  age  70. 


Source  EF  Hutton 


•  If  you  die  with  money  in  your 
IRA,  the  proceeds  go  to  your  benefi- 
ciary. Up  to  $100,000  of  the  value  of 
the  account  is  excluded  from  your 
estate,  provided  it  is  paid  to  a  benefi- 
ciary over  at  least  36  months. 

•  Creditors  normally  cannot  get 
their  hands  on  money  you  stash  in  an 
IRA,  nor  can  you  borrow  against  that 
money.  But  assets  in  an  IRA  can  be 
claimed  as  part  of  a  divorce  proceed- 
ing or  for  alimony  or  child  support 
payments.  And,  of  course,  the  IRS  can 
attach  your  IRA  assets. 

E.F.  Hutton  has  prepared  a  highly 
informative  brochure  on  lump-sum 
distributions,  which  can  be  obtained 
free.  Call  800-453-9000  (in  Utah  call 
800-662-2500).  Or  write  E.F.  Hutton 
Information  Center,  P.O.  Box  10318, 
Des  Moines,  Iowa  50306.— W.G.F. 


Unsafe  deposits? 


The  reasons  for  storing  items  such 
as  jewelry,  stamps,  coins,  bearer 
bonds  and  other  valuables  in  a  safe- 
deposit  box  are  obvious.  But  have  you 
ever  contemplated  the  consequences 
if  that  box  is  ripped  off? 

If  you  think  you  are  automatically 
covered  by  the  bank  or  vault  company 
in  the  event  your  box  is  rifled  or  oth- 
erwise looted,  guess  again.  Unless  you 
have  specific  coverage  on  your  valua- 
bles, you  could  be  completely  out  of 
luck.  Take  Mary  Grandfield,  for  ex- 
ample, one  of  more  than  700  custom- 
ers whose  boxes  were  looted  at  De- 
positors Trust  Co.,  Medford,  Mass.  in 
May  1980.  Thieves  made  off  with  an 
estimated  $3.5  million  in  cash  and 
valuables.  "I  thought  the  bank  was 
insured  totally  for  anything  in  those 
boxes,"  she  said.  She  and  her  fellow 
boxholders  discovered  otherwise. 

Many  more  doubtless  will.  For 
thieves  have  discovered  that  deposit 


boxes  can  yield  even  more  than  bank 
vaults  can.  Over  the  last  two  years, 
nearly  400  vaults  and  safes  at  federal- 
ly insured  financial  institutions  have 
been  attacked,  says  the  FBI. 

Indeed,  vault  operators  cannot  even 
buy  insurance  that  would  reimburse 
boxholders  after  a  robbery.  Insurers 
don't  write  such  policies  because 
what  goes  into  the  boxes  is,  as  a  rule, 
kept  secret.  No  insurer  will  write  a 
policy  on  something  that  he  cannot 
evaluate. 

Rather,  the  vault  operators  carry 
only  liability  insurance — to  protect 
themselves,  not  their  customers.  In 
case  of  a  robbery  or  other  catastrophe, 
the  box  renters  must  go  to  court  to 
prove  that  the  operator  was  negligent 
in  guarding  the  goods.  As  operators 
themselves  acknowledge,  proving 
such  negligence  is  extremely  difficult. 
In  the  Depositors  Trust  incident,  for 
example,  the  largest  such  heist  in  his- 
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TWO  FOR  THE  SHOW 
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RCA'S  CONVERTIBLE  SELECTAVISION  G^S  YOU 
TWO  VIDEO  RECORDERS  IN  ONE. 


RECORD  YOUR  FAVORITE  TV  SHOWS. 


You  can't  ask  for  more  than  the  "2-in-l"  VCR. 
RCA's  VGP-170  Convertible  SelectaVision  gives 
you  four  heads  for 
high-quality  picture 
performance.  It  also 
has  the  maximum 
recording  time  avail- 
able on  a  single  cas- 
sette (up  to  8  full 
hours),  up  to  21 -day 
programming  and 
up  to  35  cable  chan- 
nels. You'll  never 
have  to  miss  your  favorite  TV  shows  again. 

For  convenience,  Convertible  SelectaVision 
gives  you  a  cordless  remote  control  that  lets  you 
play  back  scenes  with  stop  action,  slow  motion 
and  picture  search  (in  SPand  SLP  modes)  — from 
almost  any  point  in  your  viewing  room. 


Convertible  SelectaVision  also  converts  to  a 
portable,  so  you  can  tape  home  movies  indoors 

or  out  simplv  bv  add- 
ing a  Video  Camera 
(RCA's  CC015  is  an 
excellent  choice).  It 
also  gives  you  an  in- 
stant playback  of 
■j  your  family  on  tele- 

vision. No  additional 
processing  or  equip- 
ment is  necessary. 
Convertible 
SelectaVision.  It's  one  video  recorder  that  gives 
you  two  for  the  show.  And  it's  opening  eyes 
at  your  RCA  dealer's  now. 


RCA  WE1L  OPEN  YOUR  EYES  VCR 


One  federal  court  has  ruled  thai  in-home  recording  of  copyrighted  television  programs  is  copyright  infringement  Such  recordings  should  not  be  mode 


introduces  a  new  kind  of  luxury  car 


E  1983  CHRYSLER  NEW  YORKER 


The  most  technologica 


Imagine  a  luxury  car  so  advanced  it's  designed  by  computers. 
So  advanced,  robots  help  assemble  it.  So  advanced,  it's  protected 
for  5  years/50,000  miles.  That  luxury  car  is  here:  the  all-new 
Chrysler  New  Yorker,  the  first  front-wheel  drive  New  Yorker. 

Compare  it  to  most  luxury  cars  ever  built.  It  has  more 
advanced  electronics;  its  mileage  is  superior;  and  it  has  better 
road-holding  ability  on  wet  or  slippery  surfaces.  And  you  still 
enjoy  the  plush  room,  the  quiet,  smooth  ride  and  the  abundance  of 
luxuries  that  are  New  Yorker  trademarks. 


Electronics  so  advanced.  New  Yorker  even  moni 
itself  to  help  keep  you  secure. 

Step  into  a  new  age  of  electronics.  You  enjoy  the  securit 
Electronic  Voice  Alert  that  monitors  and  reports  on  11  vita 
tions.  An  Electronic  Engine  Computer  helps  you  get  bett< 
economy.  And  an  Electronic  Trip  Computer  displays  date 
actual  mpg,  distance  covered,  the  speed  you've  averaged 
on  remaining  gas  and  more.  All  this  luxury  is  standard. 

New  Yorker  is  equipped  for  your  driving  pleasur. 


5  years  or  50,000  miles,  whichever  comes  first.  Limited  warranties  Deductible  may  be  required  See  dealer  for  detoils  "Bose  sticker  price  Taxes,  title  onddi 


vanced  Chrysler  ever  built. 


itic  transmission,  power  steering,  front  and  rear  power 
and  individual  plush  reclining  seats,  plus  many  other 
d  luxuries.  If  you  wish,  you  can  even  add  the  unique  luxury 
ark  Cross  leather  interior. 

Protection  so  advanced,  it's  good  for 
5  years/50,000  miles, 
rysler  is  so  confident  of  New  Yorker's  quality  that  its  engine 
wer  train  are  protected  for  5  years/50,000  miles,  and  its 
:>dy  is  protected  against  rust-through  for  the  same  period* 


Nobody  else  offers  you  such  protection. 

Today's  Chrysler  New  Yorker.  A  new  kind  of  luxury  car  that 
offers  the  advanced  technology,  the  high  mile- 
age, the  quiet,  smooth  ride  you  want  with  the 
protection  you  need.  Buckle  up  for  safety. 


32:..,  1241;,,..  $10,950 


WE'VE  RE  ENGINEERED  THE  AMERICAN  LUXURY  CAR. 

1H(  NE  W  C  HRYSU  R  CORPORATION  QUALITY  ENGINEERED  TO  BE  I  HE  BESI 


Ira.  *Use  EPA  esl  mpg  for  comparison  Actual  mileage  may  differ  depending  on  speed,  trip  length  and  weather  Hwy.  mileage  probably  lower 


keep  a  receipt,  appraisal  or  photo  of 
every  item  you  put  in  your  box.  Ne- 
glecting to  do  so  could  make  all  your 
insurance  worthless  when  you  try  to 
make  a  claim. — Kevin  McManus 


Loose  ends 

Puerto  Rico  is  well  worth  a  look  if 
you  are  still  planning  a  winter 
break.  While  the  airline  wars  rage,  air 
fares  to  San  Juan,  never  too  pricey,  are 
as  low  as  during  the  off-season.  And 
decent  hotel  space  can  still  be  had  on 
the  island,  even  this  late.  The  popular 
Dorado  Beach  and  Cerromar  Beach 
hotels,  both  about  40  minutes  west  of 
San  Juan,  are  the  only  two  hostelnes 
to  approach  capacity  this  year,  and 
even  they  still  have  limited  space 
available. 

Rooms  can  be  had,  too,  at  the  65- 
year-old  Condado  Beach  Hotel,  also 
outside  San  Juan,  which  was  just  re- 
opened in  the  glittering  Art  Deco 
style  it  sported  when  run  by  the  Van- 
derbilts.  It  is  bringing  new  life  to  the 
Condado  strip. 

To  get  away  from  it  all,  try  the 
offshore  islands  of  Culebra  or  Vie- 
ques, off  the  east  coast.  They  offer 
shorefront  cabins,  native  cuisine  and 
water  sports.  For  golf  and  tennis,  Pal- 
mas  del  Mar,  on  the  east  coast,  reports 


Aitried  guard  in  lobby  of  U.S.  Safety  Deposit  Coip.  in  midtown  Manhattan 
Like  Willie  Sutton,  thieves  tend  to  go  where  the  money  is. 


Personal 
Affairs 


tory,  not  one  boxholder  has  been  able 
to  collect  a  dime  from  the  bank.  Frus- 
trated boxholders  are  still  waiting  for 
the  case  to  come  to  trial. 

Nor  have  any  boxholders  collected 
from  Southeast  Denver  Swiss  Securi- 
ty Vaults  Inc.,  a  vault  company  that 
was  looted  in  August  1982.  Its  liabil- 
ity coverage  was  written  by  Ennia,  a 
British  company,  but  may  never  be 
tapped.  Says  Preston  Penney,  attorney 
for  39  boxholders  in  the  case,  "I  know 
that  a  lot  of  my  people  would  not  be 
suffering  so  much  as  they  are  now  if 
they  had  bought  their  own  safe-depos- 
it box  insurance." 

While  banks  can  hardly  be  faulted 
for  not  providing  robbery  insurance 
for  customers,  you  could  make  a  good 
case  against  them  for  keeping  cus- 
tomers in  the  dark  about  that  lack  of 
insurance.  Some  vault  companies  at 
least  own  up  to  the  fact  and  urge  their 
customers  to  get  their  own  protec- 
tion.  Some   even   offer  customers 


limited  insurance  at  little  or  no  cost. 
The  International  Safe  Deposit  Corp. 
of  Miami  Beach,  for  example,  pro- 
vides $10,000  worth  of  fire  and  theft 
coverage  to  each  boxholder  free  of 
charge.  Its  insurer,  Aetna,  will  sell  the 
boxholder  up  to  $90,000  of  additional 
protection  at  an  annual  cost  of  50 
cents  per  $1,000  of  coverage.  (Note: 
Cash  is  not  covered  by  that,  or  virtual- 
ly any,  policy.) 

The  Vault,  an  Atlanta  company, 
has  a  similar  deal:  $25,000  of  content 
insurance  plus  unlimited  extra  insur- 
ance at  $1.25  per  $1,000,  through 
INA.  Surprisingly,  fewer  than  half  the 
boxholders  at  The  Vault  ask  for  the 
extra  coverage. 

If  you  have  a  box,  or  are  shopping 
for  one,  ask  what,  if  any,  coverage  you 
are  automatically  entitled  to  as  a  box- 
holder.  Find  out  if  you  are  covered  as 
you  enter  or  leave  the  premises  with 
your  goods.  (At  some  facilities,  you 
are.)  If  no  insurance  is  offered,  ask  if 
the  operator  has  an  affiliation  with  an 
insurer  who  can  provide  such  cover- 
age. (A  reasonable  price  is  $1.50  or 
less  per  $1,000  of  insurance.) 

Some  insurers  will  add  riders  to 
your  homeowner's  insurance  policy 
to  cover  goods  stored  in  safe-deposit 
boxes.  If  your  agent  will  not  write 
such  a  policy,  try  Aetna.  Be  certain  to 
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To  send  a  gift  of  Martell  in  I 
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PRODUCED  AND  BOTTLED  IN  FRANCE 


Personal 
Affairs 


some  hotel  vacancies  as  well  as  space 
in  the  oceanfront  condos  it  rents  for 
owners. 

This  year's  thinner  crowds  make 
dining  in  and  around  San  Juan  less  of  a 
hassle,  too.  The  island's  best  restau- 
rant, according  to  Ellen  Hawes,  food 
critic  for  the  San  Juan  Star,  is  the  Ali- 
Oli  in  Catalina,  a  half-hour's  ride 
from  Old  San  Juan.  Try  the  fish  in 
passion  fruit  sauce.  La  Fragua,  in  an 
old  hotel  just  outside  San  Juan,  and 


Perugina,  the  Italian  chocolate  maker, 
has  two  gift  items  suitable  for  secre- 
taries, friends  and  other  nonsweet- 
heart  acquaintances.  One,  the  Match- 
maker, is  an  overgrown  matchbox 
filled  with  chocolate  sticks.  Cost: 
$6.50.  The  other,  a  square  Queen  of 
Hearts  box  of  samplers,  goes  for  $  TO  at 
department  stores. 

Interest-free-  loans  to  offspring  are 
popular  ways  of  helping  to  meet  col- 
lege expenses.  The  interest  or  divi- 
dends earned  on  the  principal  is  tax- 
able to  your  children,  at  presumably 
much  lower  tax  rates  than  you  would 
pay.  After  graduation,  you  "demand" 
the  principal  back,  and  all  is  well.  The 
legal  groundwork  for  all  this  was  set 
in  stone  in  the  so-called  Lester  Crown 
case,  which  was  heard  before  the  Sev- 


Tfje  Condado  Beach  Hotel  outside  San  Juan 
The  Vanderbilts  would  be  proud. 


Don  Pepe's  in  Condado  are  also  highly 
rated.  The  Chart  House  in  Condado 
(part  of  the  chain)  has  a  moderately 
priced  steak  that  is  hard  to  beat.  It  is 
also  a  popular  singles  spot. 

For  formal  dining  with  Continental 
fare,  try  the  Rotisserie,  in  San  Juan's 
Caribe  Hilton. 

Valentine's  Day  chocolates  don't 
have  to  come  in  heart-shaped  boxes.  If 
you  are  looking  for  something  differ- 
ent, here  are  a  couple  of  ideas.  For  one, 
give  yourself — or  herself — etched  in 
chocolate  squares.  You  provide  the 
photo,  and  Chocolate  Photos  (200  W. 
57th  St.,  Suite  1105,  New  York,  N.Y. 
10019)  will  etch  you — or  whomever — 
in  chocolate  bars  that  come  three  to 
the  box;  the  price  is  $4.50.  (Minimum 
order,  however,  is  12  boxes,  for  $54.) 


enth  Circuit  Court  of  Appeals  in 
1978.  Ergo,  these  loans  are  often 
called  "Crown  loans." 

The  IRS  was  never  happy  with  the 
ruling  and  for  years  has  been  trying  to 
undo  Crown  loans.  Recently  the  tax- 
men  have  been  having  some  luck.  The 
Eleventh  Circuit  Court  of  Appeals  has 
ruled  that  the  value  of  the  interest  not 
charged  to  the  borrower  (i.e.,  your 
offspring)  constitutes  a  gift,  and  hence 
is  subject  to  gift  tax. 

However,  the  contrary  decision, 
reached  by  another  district  court,  is 
still  on  the  books.  This  is  what  ex- 
perts refer  to  as  a  "split  in  the  cir- 
cuits." It  can  be  resolved  in  only  one 
of  two  ways:  a  decision  by  the  U.S. 
Supreme  Court  or  an  explicit  provi- 
sion by  Congress. 

What  do  you  do  in  the  interim?  Tax, 


Financial  and  Estate  Planning  for  the 
Owner  of  a  Closely  Held  Corporation,  a 
newsletter  published  in  Greenvale, 
N.Y.,  offers  this  advice: 

•  If  you  live  in  the  jurisdiction  of 
the  Seventh  Circuit  (Wisconsin,  Illi- 
nois and  Indiana)  you  can  be  assured 
that  failing  to  charge  interest  on  any 
demand  loan  to  your  offspring  will  not 
result  in  any  gift  or  gift  tax.  For  now, 
you  are  safe. 

•  If  you  live  in  the  confines  of  the 
Eleventh  Circuit  (Alabama,  Georgia 
and  Florida)  you  know  that  failure  to 
charge  interest  will  result  in  a  gift,  and 
possible  gift  tax. 

If  you  live  elsewhere,  you  are  sim- 
ply not  sure  how  the  lack  of  interest 
charged  will  be  treated. 

But  keep  this  in  mind:  Even  if  the 
high  court  or  Congress  does  ultimate- 
ly break  the  deadlock  by  determining 
that  a  fair  rate  of  interest  should  be 
ascribed  as  a  gift  on  such  loans,  you 
still  will  probably  escape  having  to 
pay  any  tax. 

Remember,  you  can  give  any  of 
your  children  (or  anyone  else  for  that 
matter)  up  to  $10,000  a  year,  free  of 
gift  tax.  If  you  and  your  spouse  make 
the  gift,  the  exclusion  is  $20,000.  So 
you  would  have  to  be  lending  an  aw- 
ful lot  of  money  to  incur  any  gift  tax 
on  your  Crown  loan. 

Moral:  The  IRS  may  not  like  Crown 
loans,  but  they  are  very  much  alive, 
legal,  and  ought  to  figure  in  your  plans 
for  financing  your  children's 
education. 

Travel  guides  usually  suffer  from  at 
least  one  of  three  common  flaws: 
They're  out  of  date;  they're  out  of 
sync  with  what  the  well-heeled,  so- 
phisticated traveler  wants;  they're  too 
limited  (e.g.,  one  city  or  country  per 
hefty  volume).  Enter  the  IN  World 
Guide,  which  attempts  to  cram  the 
entire  world — or  what  is  most  inter- 
esting about  it  as  far  as  jet-setters  and 
traveling  businessmen  are  con- 
cerned— into  a  single,  very  well  re- 
searched volume.  The  value  judg- 
ments are  mature,  seemingly  objec- 
tive and  not  full  of  too  many  surprises 
(e.g.,  the  best  restaurants  and  hotels 
are  not  unknown  to  followers  of  the 
Guides  Michelin).  But  the  commentary 
is  brisk  and  the  listings  extensive.  Yet 
the  volume  itself,  printed  on  over 
1,200  tissue-thin  pages  and  bound  in 
leather  with  silver  tips,  is  less  cum- 
bersome than  a  paperback  novel  and 
about  the  same  weight. 

Oh,  there  is  one  catch.  The  guide, 
available  in  the  U.S.  through  Sofaco 
Publishers  (401  E.  63rd  St.,  New  York, 
N.Y.  10021),  costs  $125  a  copy. 
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How  to  make 
easier  connections 
in  Europe. 


In  an  ideal  world  you  would  fly  nonstop 
from  your  hometown  to  your  European 
destination.  But  in  the  real  world  of 
today's  international  business  traveler, 
connecting  flights  are  a  fact  of  life. 

Start  at  the  center  of  Europe. 

Amsterdam  is  the  center  of 
European  air  travel.  From  here 
you'll  find  an  extraordinary 
choice  of  1,090  weekly  connections 
to  75  European  cities. 

And,  of  course,  Belgium,  Luxembourg 
and  the  Ruhr  Valley  are  just  a  short  drive 
from  Amsterdam  by  rent-a-car. 

Simply  the  best  airport  in  Europe. 

Amsterdam's  Schiphol  Airport  offers 
remarkably  fast  connections.  Flights 
through  London  or  Paris,  for  example, 
often  require  changing  airports  or  terminals. 

Amsterdam,  however,  has  only  one  airport, 
Schiphol.  And  Schiphol  has  only  one  terminal 
This  means  you  don't  have  to  dash 
from  airport  to  airport  or 
terminal  to  terminal.  Your 
baggage  is  transferred 
automatically  and  you 
clear  customs  only  at  your 
final  destination. 

Business  Class  in 
Europe,  too. 

KLM  flies  nonstop  747's 
to  Amsterdam  from 
New  York,  Chicago, 
Los  Angeles,  Houston, 
Atlanta  and  Anchorage, 
with  Royal  Class  and 
Business  Class  on  every 
flight.  Business  Class  is  also 
available  on  most  KLM 
European  flights. 

For  reservations,  call  KLM, 
your  corporate  travel  department 
or  your  Travel  Agent. 


KLM 

Royal  Dutch  Airlines 

The  airline  of  the  international  business  traveler 


After  the  MGM  Grand  Hotel  and  Hyatt 
Regency,  disaster  litigation  may  change. 
But  will  it  change  for  the  better? 


Slicing  the 
damage  pie 


says,  "we  had  ten  of  the  best  personal 
injury  lawyers  in  the  country." 
"Without  knowing  the  Hyatt  attor- 
neys," says  fast-working  Judge  Louis 
Bechtle,  who  presided  over  the  MGM 
case,  "the  experience  of  the  lawyers 
could  have  made  a  difference  in  the 
settlements.  Highly  skilled  lawyers 


By  Jeff  BIyskal 


W'hen  two  skywalks  in  the 
Kansas  City  Hyatt  Regency 
Hotel  collapsed  in  1981,  114 
people  died.  The  year  before,  a  fire  at 
the  MGM  Grand  Hotel  in  Las  Vegas 
killed  84  people.  Within  hours  of  each 
disaster,  lawyers  around  the  U.S. 
were  on  the  telephone  scrambling 
for  clients  and  a  piece  of  the  inevi- 
table jackpot. 

Kansas  City's  local  lawyers  man- 
aged a  rare  coup.  They  almost  en- 
tirely squeezed  such  biggies  as  San 
Francisco's  Melvin  Belli  and  Wash- 
ington's Irving  Younger  out  of  the 
game.  Well,  it  amounted  to  a  coup 
for  the  Kansas  City  bar,  perhaps, 
but  what  about  their  clients?  The 
answer  depends  on  how  you  look 
at  the  settlements.  The  one  pend- 
ing in  the  Hyatt  case  may  be  $80 
million.  Because  that  will  cover  in- 
juries as  well  as  deaths,  the  average 
of  $700,000  a  death  in  a  sense  mis- 
leads. But  it  is  not  unfair  to  con- 
trast it  with  the  MGM  settlement, 
which  also  covers  injuries.  The  fam- 
ilies of  victims  there  stand  to  share  in 
perhaps  $160  million  for  an  average  of 
more  than  $1.9  million  a  death.  Why 
the  wide  discrepancy  in  the  value 
assigned  to  human  suffering? 

One  reason  is  undoubtedly  this: 
Sniffing  the  scent  of  green  Treasury 
ink,  the  kings  of  torts  who  lost  Kansas 
City  made  it  to  court  in  Vegas.  There 
are  lessons  to  be  learned.  Especially  in 
the  MGM  case,  the  future  of  disaster 
litigation  may  already  be  here.  That 
case  is  an  example  of  how  sophisti- 
cated lawyers,  slick  financial  types 
and  high-tech  computer  programs  can 
milk  catastrophe  for  all  it's  worth. 

Or,  at  least,  for  all  it's  worth  in  Las 
Vegas.  Melvin  Belli  did  share  in  the 
legal  action  there.  "In  Las  Vegas,"  he 


The  MGM  Hotel  ablaze  in  1980 
"We  overwhelmed  the  bastards." 

can  often  obtain  larger  awards  for 
their  clients,  and  the  MGM  case  had 
some  very  good  attorneys." 

How  those  very  good  attorneys 
latch  on  to  a  lucrative  suit  is  another 
story.  It's  simple.  Whenever  they  hear 
of  a  disaster  or  a  flawed  product  that 
seems  damaging,  they  drop  every- 
thing else  to  corral  at  least  one  plain- 
tiff and  be  among  the  first  through  the 
courthouse  doors.  The  publicity  alone 
may  attract  more  plaintiffs,  maybe 
enough  to  earn  the  lawyer  the  role  of 
lead  counsel.  It's  not  necessarily  pres- 
tige that  makes  that  job  so  attractive. 
Instead,  it's  the  higher  fees. 

Belli  did  not  even  have  a  crack  at  the 
lead  counsel  spot  in  Kansas  City, 


though  Younger  did  snap  up  a  client 
who  had  suffered  minor  injuries. 
Younger  filed  a  federal  class  action  and 
was  interested  in  leveraging  that  by 
forcing  local  lawyers  with  more  seri- 
ous injury  and  death  cases  to  join  it. 
Instead,  the  Kansas  City  lawyers 
brought  their  own  class  action — the 
main  case — in  state  court. 

The  MGM  case,  however,  was  not  a 
class  action.  That's  important.  It 
meant  each  lawyer  kept  his  own  cli- 
ents without,  in  effect,  sharing  them 
with  a  lead  counsel.  And  it  meant  fees 
needn't  be  approved  by  the  judge,  as 
they  are  in  class  actions.  So  each  law- 
yer could  strike  his  own  deal  with  his 
clients  for  contingency  fees,  usually 
running  25%  to  35%  of  damages. 
"You  hit  the  big  casino  if  you  win  a 
contingency  case,"  says  Harvard  Law 
Professor  Arthur  Miller.  "In  a  class 
action  the  lawyers  form  a  pyramid, 
with  lead  counsel  at  the  top  and  ev- 
eryone else  below  in  descending  or- 
der. If  you're  at  the  bottom  of  the 
pyramid,  you  don't  get  the  hours  [of 
work]  your  fee  is  based  on." 
And  horrors:  Class-action  judges 
are  getting  stingier  with  fees. 
"Class  actions  looked  like  God's 
greatest  gift  to  lawyers  10  to  15 
years  ago,"  Miller  says,  "but  it  has 
been  overused  and  abused.  Now 
judges  are  making  fees  reflect  work 
actually  done."  Federal  Judge  Rich- 
ard Freeman  of  Atlanta,  in  an  $1 1.8 
million  antitrust  settlement  four 
years  ago,  blasted  a  bunch  of  class- 
action  lawyers  for  the  "embarrass- 
ingly exorbitant"  fee  they  request- 
ed and  cut  it  from  $1.1  million  to 
$367,000. 

But  while  the  MGM  case  was  a 
collection  of  individual  suits,  fact- 
finding and  the  establishment  of 
liability  could  be  resolved  collec- 
tively, as  in  a  class  action.  Settle- 
ments or  awards  remain  to  be  bar- 
gained individually.  All  this  gives 
lawyers  the  best  of  both  worlds.  "It 
tends  to  provide  the  plaintiff  with  a 
higher  award,"  says  John  Cummings 
III,  a  New  Orleans  lawyer  in  29  MGM 
death  cases  and  100  injury  cases.  The 
lawyers  do  well,  too. 

The  MGM  case,  he  thinks,  is  the 
closest  thing  yet  to  emerge  as  a  judi- 
cial ideal  for  handling  mass  disas- 
ters— "something  between  individual 
lawsuits  and  a  class  action."  Cum- 
mings, an  expert,  is  also  in  litigation 
involving  the  Ocean  Ranger  North 
Sea  drilling  rig  disaster,  the  New  Or- 
leans Pan  Am  airliner  crash  and  the 
Hyatt  case. 

In  the  MGM  case,  the  ten  leading 
plaintiffs'  attorneys  advanced  $25,000 
each  to  finance  the  costly  discovery, 
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or  fact-finding,  process.  "The  high- 
tech business  practices  used  in  this 
case  were  unlike  those  in  any  other," 
Cummings  says.  In  collecting,  index- 
ing, filing  and  retrieving  the  facts,  the 
lawyers  had  electronic  help:  word  pro- 
cessors, computers  and  audio  tapes. 
(By  contrast,  some  lawyers  are  less 
than  enamored  of  electronics.  See  p. 
154  )  A  device  called  the  Beron  Ma- 
chine let  the  lawyers  retrieve  all  refer- 
ences in  testimony  to  such  specific 
matters  as,  say,  fire  sprinklers.  Small 
wonder  computers  helped.  The  law- 
yers produced  3.5  million  documents, 
all  microfilmed,  duplicated  and  filed. 
"We  turned  the  tables  on  them,"  Belli 
says.  "We  overwhelmed  the  bastards 
with  depositions.  Usually  that's  a  tac- 
tic defendants  use  to  intimidate  the 
plaintiffs." 

The  settlement  didn't  arrive  with 
electronic  speed,  but  it  is  approaching 
fast  enough — in  little  more  than  two 
years — to  create  the  presumption  of  a 
record.  It  came  fast  also  because  of  the 
expertise  of  MGM's  insurance  and  fi- 
nancial men.  They  early  calculated 
MGM's  ultimate  liability,  which  let 
MGM,  several  months  after  the  fire, 
buy  retroactive  insurance  against  its 
ultimate  settlement. 

But  when  all  is  said  and  done, 
what  is  a  human  life  worth?  That's 
what  these  cases  were  all  about,  and 
the  judgments  arrived  at  would  hor- 
rify a  humanist.  Coldly,  financial 
and  insurance  experts  calculated  the 
economic  values  of  the  lives  lost  in 
both  tragedies  by,  in  effect,  dis- 
counting the  future  earnings  of  the 
victims. 

The  Las  Vegas  victims  as  a  group 
were  younger  and  richer — executives, 
doctors,  computer  professionals — 
than  the  Hyatt  victims.  And  there 
was  less  doubt,  in  the  MGM  case, 
about  who  the  defendants  should  be, 
though  112  were  dragged  in.  At  Hyatt, 
a  considerable  dispute  arose  over  who 
was  liable:  Hallmark  Cards,  the  own- 
er; Hyatt  Hotels,  the  operator;  or  the 
much  less  affluent  architectural,  de- 
sign and  construction  firms.  "The 
lawyers  in  Kansas  City,"  Miller  says, 
"may  well  have  decided,  'Rather  than 
risk  getting  a  big  award  from  a  small 
pocket,  let's  get  everyone  to  settle  and 
bargain  with  them.'  " 

In  that  case,  and  the  MGM  one,  too, 
all  parties  agreed  to  tradeoffs,  suggest- 
ing a  pattern  for  future  litigation.  Big 
corporations  and  insurance  compa- 
nies will,  in  effect,  pay  a  discount  for 
quick  settlement.  That  means  plain- 
tiffs will  get  less,  but  they  will  get  it 
sooner.  The  lawyers  will  get  their 
money  fast,  too,  and  that  should  make 
them  especially  happy.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer 
to  buy  these  securities  The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  January  7,  1983 

2,750,000  Shares 

^IHi  TRANS  WORLD 
I  «Sr  CORPORATION 

Common  Stock 


Price  $28  per  share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State 


E.  F.  Hutton  &  Company  Inc. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce.  Fenner  &  Smith  Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 
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Bear,  Stearns  &  Co. 

Blyth  Eastman  Paine  Webber 

Incorporated 

Donaldson,  Lutkin  &  Jenrette 
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Goldman,  Sachs  &  Co. 

Lazard  Freres  &  Co. 

Oppenheimer  &  Co.,  Inc. 

L.  F.  Rothschild,  Unterberg,  Towbin 

Shearson/American  Express  Inc. 

Wertheim  &  Co.,  Inc. 


The  First  Boston  Corporation 
Dillon,  Read  &  Co  Inc. 
Drexel  Burnham  Lambert 
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Kidder,  Peabody  &  Co. 
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Lehman  Brothers  Kuhn  Loeb 
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Salomon  Brothers  Inc 
Warburg  Paribas  Becker 

A  G  Becker 

Dean  Witter  Reynolds  Inc. 


Your  legacy:  A  40-acre  ranch  and  a  way  of  life 


big  as  all  outdoors,  Forbes  Maga- 
zine is  now  offering  substantial  land 
for  skiers,  hunters,  naturalists  and 
lovers  of  America's  magnificent 
Old  West. 

For  the  pleasure  of  you  and  your 
family  today,  these  minimum  40- 
acre  ranch  estates,  adjacent  to  the 


Forbes  Trinchera  Ranch  in  southern 
Colorado,  will  be  an  important  leg- 
acy in  the  future  of  your  loved  ones. 

Prices  start  at  $25,000  with  down 
payment  as  low  as  1%  and  monthly 
payments  of  $250,  including  inter- 
est at  9%.  For  details  and  color 
brochure  write  or  phone: 


Mr.  Errol  Ryland,  Manager 

FORBES  WAGON  CREEK  RANCH 

Box  303  K,  Fort  Garland,  Colorado  81 133  •  (303)  379-3263 

This  is  not  an  offer  to  sell  in  states  where  not  registered 


It  took  Thomas  Holmes  30  years  to  reach 
the  top  at  Ingersoll-Rand.  The  timing,  how- 
ever, was  most  unfortunate. 


...And  then  the 
bottom  fell  out 


Only  two  years  ago  Holmes 
achieved  his  life's  ambition:  He  had 
joined  Ingersoll-Rand  as  a  student 
trainee  30  years  earlier  and  finally  sat 
in  the  chairman's  office,  having  taken 
over  from  William  L.  Wearly  as  chair- 
man and  CEO.  For  a  year  things  went 
swimmingly,  and  he  was  able  to  re- 
port record  earnings  for  1981 — $9.71 
per  share,  a  21%  gain  over  1980.  But 
then  things  started  falling  apart. 


By  John  A.  Byrne 


T|  homas  A.  Holmes,  chairman  of 
$3.4  billion  (sales)  Ingersoll- 
Rand  Co.,  is  pacing  back  and 
forth  across  the  oriental  rug  in  his 
office. 

"You  want  to  be  something  all  your 
life,"  he  says  slowly,  "and  then  you 
get  there  and  wonder  why.  You  want 
to  hide." 


Earnings  slipped  slightly  in  the  first 
quarter  of  1982,  and  the  decline  gath- 
ered speed  with  a  pretax  loss  of  $14.8 
million  in  the  third  quarter,  compared 
with  a  profit  of  $76  million  in  the 
third  quarter  the  year  before.  For  the 
full  year,  analysts  expect  earnings  of 
$2.25  a  share.  Last  fall,  for  the  first 
time  in  40  years,  the  directors  cut  the 
common  dividend — from  85  cents  to 
65  cents. 

At  the  moment  Holmes  sees  no  re- 
lief in  sight.  Incoming  orders — par- 
ticularly for  I-R's  construction,  coal- 
mining and  oilfield  equipment — have 
fallen  for  eight  consecutive  months. 

Holmes,  59,  admits  he  made  a  seri- 
ous mistake  in  building  up  inventory 
to  a  $1.1  billion  high  as  late  as  last 
February.  Encouraged  by  those  1981 
results  in  an  otherwise  weak  econo- 
my, he  did  not  expect  the  collapse 
that  followed.  "In  the  past,  there  was 
always  some  part  of  the  business  go- 
ing up  when  something  else  was  going 
down,"  Holmes  says. 

Holmes  rightly  faults  himself  for 
letting  inventories  climb  too  high, 
but  some  of  his  problems  were  inher- 
ited. His  predecessor,  Wearly,  was  an 
outspoken  optimist  who  saw  a  boom 
in  capital  spending  coming  and  aban- 


Ingersoll-Rand  Chairman  Thomas  Holmes 

Faced  with  a  blot  on  the  escutcheon  of  a  proud  company. 
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An  intelligently  structured 
correspondent  network 
eliminates  friction 
in  all  the  right  spots. 


if  |  The  smoothness  with 
f  /  I  which  international 

f  business  is  transacted  de- 
>ends  not  only  on  having  the  right 
orrespondent  banking 
onnections  in  the  right 
ountries.  It's  also  a  matter 
>f  access  -  the  speed 
t  which  your  instructions 
an  be  transmitted,  your 
>lans  implemented.  With 
minimum  of  time  and 
ffort  on  your  part. 

To  facilitate  this 
>rocess,  Bank  of  Montreal 
las  organized  top-flight 
aanagement  teams  to 
rork  with  our  correspon- 
lent  banks  in  each  or  the  key 
egions  of  the  world.  This 
worldwide  network  ensures 
hat  the  facilities  of  these  care- 
ally  chosen  correspondent  banks 
re  linked  together  in  the  most 
fficient  way  to  serve  your  banking 
nterests,  whatever  they  may  be, 


virtually  anywhere  in  the  world. 

Of  course,  our  cor- 
respondent banking  connections 
are  complemented  by 


Bank  of  Montreal's 
own  international 
network  of  branches, 
subsidiaries  and 
affiliates  located  in  key 
countries  around  the  world. 
So  when  you  want  to 
do  business  abroad,  come  to 
Bank  of  Montreal.  You'll  find  it 
easier  to  get  up  to  speed  when  you 
have  an  expert  who  knows 
how  to  eliminate  friction  for  you. 

Contact  your 
Bank  of  Montreal  Account 
Manager,  or  Correspondent  Banking 
Division  Officers. 

In  Canada  - 

Toronto  (416)  867-6449 

In  the  U.S.  - 

New  York  (212)  758-6300 

In  Europe  - 

London  (01)  377-1000 

In  the  Far  East  - 

Singapore  (65)  220-7266 


Nobody 

but  Republic  gives 
you  free  travel  for 
every  12,000  miles 
you  fly. 


Not  American. 

They  require 
50.000  miles 


Not  Delta. 

You  fly  40  segments 
(averages  over  20.000  miles 


Only  Republic 

gives  you  a  free  round-trip  ticket 
for  every  12.000  miles, 
good  for  travel  coast-to-coast. 


The  new  Republic  Frequent  Flyer ™ Program: 
enroll  now  and  begin  earning  your  free  round-trip  travel. 


Name. 


.Company. 


Phone  Home  ( 


.Business! 


Do  you  prefer  to  receive  your  Frequent  Flyer  mail  at:    □  Home  dBusmess 


Address. 
City  


.State. 


-Zip. 


Mail  to  Republic  Airlines  Frequent  Flyer  Program.  Dept  FB  .  PO  Box20452.  Atlanta.  GA30325 
We'll  forward  your  personal  account  number  and  full  information. 


NOBODY  SERVES  OUR  REPUBLIC 

""REPUBLIC 


doned  the  company's  conservative 
growth  strategy  during  his  13  years  at 
the  helm.  But  the  capital  spending 
boom  that  should  have  happened, 
didn't.  Result:  The  company  was 
stuck  with  overcapacity,  margins  fell 
and  competitors  gained  at  I-R's  ex- 
pense. The  wildly  fluctuating  dollar 
also  didn't  help  I-R,  which  derives 
nearly  35%  of  its  sales  from  overseas. 
For  all  this,  in  the  years  just  before 
Holmes  took  over,  the  company  did 
well,  averaging  a  return  on  equity  of 
14.4%,  yet  well  behind  Cooper  Indus- 
tries' 24.2%  or  Dresser  Industries' 
17.9% — similar  companies. 

Wearly's  dream  would  have  been 
realized  had  the  capital  spending 
boom  arrived.  I-R  had  both  the  manu- 
facturing capacity  and  the  product 
lines  to  take  advantage  of  it.  In  1973 
when  such  a  boom  seemed  likely,  In- 
gersoll-Rand  stock  leaped  to  a  high  of 
$98.  Within  a  year  it  slid  to  nearly  half 
that.  It  was  the  same  story  year  after 
year.  When  Holmes  took  over  in  1981, 
I-R  was  back  up  to  $80  a  share  on  the 
basis  of  its  wide  exposure  to  the  ener- 
gy business  and  the  rhetoric  of  rein- 
dustrialization.  Then  came  the  reces- 
sion, and  once  again,  the  stock  headed 
south  to  a  low  last  year  of  $35.  Al- 
though it  has  recovered  somewhat,  to 
$44,  it  still  remains  well  under  book 
value  of  about  $61  a  share.  For  a  proud 
company  like  this,  that  is  a  real  blot 
on  the  escutcheon. 

Holmes,  fortunately,  hasn't  just 
been  pacing  in  his  office  bemoaning 
his  fate.  He  has  done  what  he  had  to 
do:  slim  the  company  down.  Within 
12  months,  he  has  paid  off  more  than 
$100  million  in  short-term  debt,  cut 
inventories  by  more  than  20%  and 
laid  off  11,900  employees,  reducing 
the  roster  to  35,500.  Seven  plants,  in- 
cluding a  New  York  foundry  in  which 
I-R  recently  invested  $20  million, 
have  been  shut  down.  More  than  $100 
million  in  unprofitable  or  unpromis- 
ing businesses  have  been  sold  in  the 
past  two  years,  from  industrial  knit- 
ting needles  to  an  electric  tool  line, 
which  had  trouble  competing  with 
Black  &  Decker.  "We  should  have 
dumped  that  long  ago,"  says  Holmes. 
I-R  also  belatedly  discovered  it  could 
get  along  with  just  two  distribution 
centers  for  its  U.S.  tool  business  in- 
stead of  eight.  Since  Holmes  took 
charge,  one-third  of  I-R's  senior  corpo- 
rate officers  ( 1 1  out  of  3 1 )  are  no  long- 
er with  the  company. 

There's  little  more  Holmes  can  do 
now  but  pray  for  an  early  economic 
recovery.  When  that  comes  I-R  should 
benefit  handsomely.  Wearly  brought 
the  company  the  potential  for  growth; 
Holmes  has  corrected  some  of  the  ex- 
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cesses  that  resulted.  Ingersoll-Rand 
remains  the  world's  leading  maker  of 
air  compressors,  needle  bearings,  cen- 
trifugal pumps,  process  compressors 
and,  probably,  drilling  rigs.  After  tour- 
ing Exxon-Tosco's  Colony  Shale  Oil 
Project  in  Colorado  last  year,  one  ana- 
lyst noted  that  "you  couldn't  walk  15 
steps  without  bumping  into  a  piece  of 
I-R's  equipment."  Another  way  of 
saying  that  you  can't  have  a  recovery 
in  capital  spending  without  giving  In- 
gersoll-Rand a  mighty  boost.  There's 
lots  of  leverage.  Holmes  isn't  given  to 
extravagant  statements,  but  he  says: 
"I  don't  think  the  durable  goods  busi- 
ness is  dead  forever." 

Holmes  is  ready  with  the  products. 
He  cites  an  I-R  air  compressor  that 
promises  productivity  gains  of  40%  in 
textile  plants  and  the  I-R  industrial 
grinder,  which  delivers  a  30%  gain 
and  improved  safety. 

I-R  will  benefit,  too,  as  the  auto 
industry  improves — as  it  is  already 


You  can't  have  a  recovery 
in  capital  spending  without 
giving  Ingersoll-Rand  a 
boost.  "J  don't  think  the  du- 
rable goods  business  is 
dead  forever,"  Holmes  says. 


starting  to  do.  Every  new  GM  and 
Ford  front-wheel-drive  automobile  re- 
quires between  $20  and  $40  worth  of 
I-R  bearings.  Because  auto  companies 
keep  supplies  of  bearings — a  major  I-R 
product — down  to  only  five  days' 
worth,  new  orders  will  have  an  imme- 
diate effect. 

Ticking  off  his  other  product  lines, 
Holmes  says  he  noticed  a  pickup  in 
small  air  compressors  already  late  last 
year.  The  recently  passed  gas  tax  to 
fund  badly  needed  road  repairs  has  got 
to  help  I-R's  construction  equipment 
business.  Utilities,  which  have  re- 
duced stockpiles  of  coking  coal  to  half 
the  normal  J  20  to  150  days'  worth,  are 
expected  to  get  back  to  normal  levels. 
That  would  aid  I-R's  coal  mining 
equipment  business.  The  long  dive  in 
the  number  of  active  U.S.  drilling  rigs 
finally  hit  bottom  in  mid-October,  so 
the  worst  is  surely  over  for  I-R's  oil- 
field products  group. 

All  in  all,  not  a  brilliant  picture  but 
not  a  dismal  one,  either. 

Holmes  leans  against  the  high  back 
of  a  red  leather  chair  in  his  office, 
nervously  tilting  back  and  forth.  "I 
certainly  didn't  think  things  would  be 
as  bad  as  they  have  become,"  he  says. 
A  skipper  who  takes  over  in  a  storm 
doesn't  have  an  easy  time  of  it,  but  he 
learns  some  valuable  lessons.  ■ 
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Nobody 

but  Republic  gives 
ou  first  class  comfort 
r  Just  $10  over  Coach. 

I  No  matter  how  far you  're  flying.  I 


Not  United. 

You  pay  the  regular  high  front-cabin  fare. 
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Not  American. 

Again,  you  pay  a  high  front-cabin  fare. 


Not  Delta. 

You  pay  a  sliding  scale  (up  to  $30  over  Coach) 
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Only  Republic 

flies  you  in  front-cabin  comfort  for  only  S 10  extra 
 IN  


 REPUBLIC" 
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Republic  Business  Coach:  the  fare  is  as 
comfortable  as  the  flight. 

For  a  flat  S 10  more  than  our  one-way  nondiscounted  Coach  fare,  you 
can  enjoy  all  the  amenities  of  Republic  Business  Coach .  The  privacy 
of  a  separate  up-front  cabin.  A  comfortable  two-by-two  seat 
Complimentary  beverages  And  priority  baggage  handling.  A  great 
place  to  prepare  for  the  business  day.  A  great  place  to  relax  afterward . 
Available  on  most  flights.  Call  a  travel  agent,  your  corporate  travel 
planner  or  Republic. 

NOBODY  SERVES  OUR  REPUBLIC 

""REPUBLIC 
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Why  are  two  New  York  dealmakers  so  anxious  to  get  control  of  a 
great  auction  house?  Can  it  be  they  see  a  chance  for  both . . . 


Cash  and 
cachet? 


By  Richard  L.  Stern 

Marshall  Cogan,  45,  and  Ste- 
phen Swid,  42,  are  a  couple  of 
boys  who  have  practically 
everything.  They  work  together  in  a 
54-foot  office  graced  with  specially 
designed  furniture  and  a  magnificent 
view  of  the  New  York  skyline  from 
high  up  in  Manhattan's  gleaming 
Citicorp  Center.  Having  turned 
around  a  couple  of  moneylosing  com- 
panies, and  Cogan  having  been  one  of 
the  original  partners  in  the  team  that 
made  Shearson  into  a  major  brokerage 
house,  the  pair  are  worth  well  into 
eight  figures.  They  lack  only  one 
thing  for  making  it  big  in  New  York: 
Few  people  have  ever  heard  of  them. 
They  never  grace  the  pages  of  W.  Swid 
complains  that  when  the  press  calls 
him  it  is  only  to  ask  for  Cogan.  And 
the  only  reason  they  call  Cogan  is  to 
ask  how  it  feels  to  have  lost  out  to  the 
famous  Sandy  Weill  in  a  power  strug- 
gle. Fortune  without  fame.  Cash 
without  cachet.  It's  a  feeling  Rodney 
Dangerfield  knows  well. 

After  all,  who  cares  much  about  a 
couple  of  guys  v/ho  make  a  lot  of 
their  money  turning  out  carpet 
cushioning?  Never  mind  that  Cogan 
is  well  respected  as  a  businessman, 
or  that  he  and  Swid  own  Knoll  In- 
ternational, which  has  an  exception- 
ally high  reputation  in  office  furni- 
ture. The  fact  is,  few  people  have 
heard  of  the  pair. 

All  that  may  be  about  to  change, 
however.  Swid  and  Cogan  have  hired 
themselves  an  expensive  press  agent 
who  specializes  in  proxy  fights,  and 
they  are  getting  ready  to  launch  a  bid 
to  take  over  the  prestigious  auction 
house  of  Sotheby  Parke  Bernet.  If  Co- 
gan and  Swid  succeed,  it  will  no  long- 


er be  possible  to  brush  them  off  as  just 
another  pair  of  dull  millionaires.  How 
could  you  say  that  of  people  who  con- 
trol a  244-year-old  auction  house, 
which  daily  deals  with  the  titled  and 
the  famous  and  whose  name  is  con- 
stantly in  the  papers  and  on  the  tube? 

Cogan  and  Swid's  chief  holding  is 
General  Felt  Industries,  Inc.  On  GFI's 
behalf,  they  have  bought  14.2%  of 
Sotheby's  stock  for  slightly  under  $12 
million  and,  despite  a  hostile  manage- 
ment, have  indicated  they  will  go  for 
all.  They  may  have  to  pay — and  seem 
willing  to  pay — at  least  $100  million, 
or  $9  to  $10  a  share,  for  a  company 
with  maybe  $3  a  share  in  book  value. 
Obviously,  their  ambitions  have 
caused  quite  a  stir  in  the  art  markets 
and  financial  communities  on  both 
sides  of  the  Atlantic. 

Sotheby's  management  frostily  de- 
clares the  company  is  unattainable  by 
the  likes  of  Swid  and  Cogan.  They  say 
17%  of  the  stock  is  closely  held  by 
company  directors  and  employees. 
About  5%  is  held  by  Henry  McNeil, 
one  of  the  Forbes  Four  Hundred.  They 
insist  he  will  not  sell  to  Cogan/Swid. 
Likewise  David  Murdoch,  the  Califor- 
nia entrepreneur  who  owns  6.7%. 
And  there's  about  25%  in  the  hands  of 
mainly  British  institutions.  The  old 
boy  system,  you  know;  surely  they 
wouldn't  sell. 

But  these  big  blocks  may  not  be 
impervious  to  a  nice  offer.  Sotheby's 
is  shrinking  and  losing  money.  It  has 
been  said  of  its  management:  They  are 
businessmen  who  try  so  hard  to  be 
gentlemen  that  they  end  up  being  nei- 
ther. There  is  evidence  some  consign- 
ors chose  Christie's  over  Sotheby's 
last  year  because  they  feared  Soth- 
eby's was  headed  for  the  auction 
block  itself.  That  is  the  sort  of  trouble 


that  tends  to  concentrate  a  stock- 
holder's mind  wonderfully. 

Sotheby's  has  had  its  troubles — 
which  is  why  Cogan  and  Swid  were 
able  to  buy  so  much  of  its  stock.  In  the 
past  year,  there  have  been  numerous 
layoffs,  management  shakeups  and 
closing  of  facilities.  The  famed  Madi- 
son Avenue  gallery  in  New  York  is 
gone.  So  is  Belgravia  in  London.  Soth- 
eby's has  pulled  out  of  the  auction 
business  altogether  in  Los  Angeles. 
And,  horror  of  horrors,  during  the 
recent  fall  auction  season  Christie's, 
long  number  two  to  Sotheby's,  actual- 
ly gaveled  down  more  sales  world- 
wide— $137  million  or  £85.5  million 
to  Sotheby's  $131  million  or  £81  mil- 
lion. A  mere  $7  million  increase  over 
the  year  before  for  Christie's,  but 
Sotheby's  sales  dropped  an  enormous 
40%  in  dollar  value. 

There  is  another  side  to  the  story. 
While  Cogan  and  Swid  may  want  sta- 
tus, they  are  not  the  kind  to  throw 
money  down  the  drain.  They  know 
Sotheby's  is  not  about  to  die.  Neither 
would  talk  to  Forbes,  but  Swid 
would  talk  to  the  Maine  Antique  Di- 
gest. He  explained  to  them  that  he 
sees  a  great  future  for  the  auction 
business  because  it  is  an  "oligopoly." 
Why  not  buy  Christie's?  "Sotheby's," 
declared  Swid,  "is  the  more  impor- 
tant of  the  two.  It's  a  244-year-old 
business  that  has  survived  wars  and 
depressions.  No  American  company 
has  that  history." 

Indeed,  in  the  Sixties  and  Seventies 
under  former  chairman  Peter  Wilson, 
Sotheby's  auction  business  went  in- 
ternational. In  a  brilliant  move  across 
the  Atlantic,  it  bought  Parke  Bernet 
galleries  in  New  York,  started  auc- 
tions in  over  seven  cities  around  the 
world  and  capitalized  on  its  name  by 
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becoming  a  major  factor  in  high- 
priced  residential  real  estate  so  it 
could  sell  the  homes  of  the  upper 
crust  as  well  as  their  contents.  And  it 
popularized  auctions  as  never  before 
in  the  medium  and  low  price  ranges. 

The  problem  was  that  Sotheby's  ex- 
panded its  overhead  even  more  quick- 
ly. Staff  increased  to  more  than  2,000 
from  1,000  in  1975.  Management  un- 
der and  after  Wilson  proved  to  be  better 
auctioneers  than  businessmen.  They 
forgot  that  their  booming  market  was 
subject  to  down  as  well  as  up  cycles. 

By  1982  Sotheby's  needed  to  sell 
about  £300  million  in  consign- 
ments— from  which  it  receives  com- 
missions from  buyers  and  sellers — 
just  to  break  even.  That's  why  it  lost 
£3.6  million  on  £267  million  in  sales 
in  1982.  Yet  in  1978  it  had  earned  £7 
million  on  only  £161  million  in  sales 
that  generated  only  £31  million  in 
revenues.  Such  numbers  also  explain 
why  Cogan  and  Swid  think  their  man- 
agement skills  can  make  an  invest- 
ment in  Sotheby's  pay  big  dividends 
in  cash,  as  well  as  in  cachet. 

The  Brits  at  Sotheby's  aren't  having 
it,  of  course.  "This  is  a  business  of 
expertise,"  declares  Gordon  Brunton, 


a  board  member  who  has  come  in  part 
time  from  the  British  Thomson  Orga- 
nization to  act  as  "nonexecutive 
chairman."  He  declares  the  40  to  50 
senior  department  heads,  each  an  art 
expert  in  a  different  field,  would  leave 
if  Cogan  and  Swid  took  over.  And 
they  are  the  ones  who  bring  the  con- 
signments in.  Others  drop  dark  hints 
that  the  "Great  Houses" — the  aristo- 
cratic families  of  England  who  give 
both  Sotheby's  and  Christie's  major 
consignments  in  Britain  and  have 
maintained  long  loyalty  to  one  or  the 
other — would  cut  dead  these  two  up- 
start Americans.  Management  also 
notes  that  Cogan  and  Swid's  GFI  is 
heavily  in  debt  and  would  have  to 
borrow  to  buy  more  Sotheby  stock. 
Tacky,  that! 

But  48%  of  Sotheby's  business  is 
now  in  the  U.S.,  and  when  Cogan/ 
Swid  faced  similar  "expertise"  prob- 
lems with  top  designers  at  Knoll,  they 
kept  all  but  one.  Their  secret:  Reas- 
surances that  working  conditions 
would  not  change,  and  lavish  salaries 
and  profit  sharing — an  old  Wall  Street 
tradition  for  those  who  bring  in  the 
revenues.  And  Sotheby's  valuable  ex- 
perts are  not  exactly  overpaid  under 


the  present  regime.  You  begin  to  get 
the  picture. 

In  fact,  Brunton  himself  declares 
that  cutting  and  pruning  have  already 
reduced  break-even  to  £200  million. 
With  some  big  sales  scheduled  for  the 
spring — including  the  Havemeyer  col- 
lection of  Impressionist  paintings, 
which  could  sell  for  $10  million, 
Brunton  says  there  may  be  profits  this 
year.  Which  strongly  suggests  that  the 
two  would-be  acquirers  really  are  on 
to  something. 

Swid/Cogan  are  not  the  only  ones 
looking  with  interest  at  Sotheby's. 
Think  of  the  potential  in  a  world  of 
instant  electronic  communications 
and  home  computers.  Warner  Com- 
munications has  looked  at  Sotheby's. 
There  are  strong  indications  that 
American  Express  is  looking  now. 
And  Brunton,  while  he  will  not  con- 
firm this,  does  say  that  Sotheby's 
would  not  be  opposed  to  a  deal  that — 
ahem — benefits  the  company  and  its 
shareholders.  So  if  Swid/Cogan  fail  to 
conquer,  a  white  knight  may  yet  take 
them  out  at  a  fat  profit. 

It's  the  kind  of  can't-lose  deal  that 
would  appeal  to  Marshall  Cogan  and 
Stephen  Swid.  ■ 


Sotheby's  on  York  Avenue  in  Manhattan 

Does  it  makes  sense  to  pay  3  times  book  value?  Well,  maybe. 
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Japan  Inc.  is  dragging  its  feet  on  the  next 
generation  of  videocassettes.  Why?  Its 
making  too  much  on  this  generation. 

"In  the  U.S., 
it  would  be 
antitrust" 


By  Jonathan  Greenberg 

MORE  THAN  A  YEAR  AGO,  five  of 
the  world's  largest  videocas- 
sette  recorder  manufactur- 
ers began  a  series  of  quiet  meetings  to 
create  a  single  universal  standard  for 
what  will  probably  prove  to  be  the 
magnetic  tape  medium  of  the  future: 
8mm,  or  quarter-inch,  videotape. 

The  companies  that  initiated  this 
"8mm  committee" — Sony,  Hitachi, 
Matsushita,  fVC  and  Holland's  Phil- 
ips (the  world's  only  significant  video- 


cassette  recorder  maker  outside  la- 
pan) — know  the  new  8mm,  or  "micro- 
cassette,"  format  is  going  to  spawn  a 
host  of  very  exciting  products.  One  of 
the  most  important  will  be  a  one- 
piece  video  sound  movie  camera  near- 
ly the  size  of  a  Sony  Walkman,  weigh- 
ing only  two  pounds  and  needing  no 
external  lighting,  even  indoors  at 
night.  The  major  players  have  been 
working  on  this  development  for 
years.  Sony  unveiled  a  prototype 
8mm  camera  way  back  in  fuly  1980. 
Matsushita  and  Hitachi  followed  in 


1981.  So  why  haven't  they  settled  on  a 
standard  and  gone  into  production  al- 
ready? Why  are  they  taking  every  pain 
to  tread  cautiously  and  play  down  the 
importance  of  microvideocassettes? 

The  reasons  are  partly  technical  but 
also  have  to  do  with  self-serving  mar- 
keting. Microvideocassettes,  however 
much  the  consumer  electronics  gi- 
ants of  Japan  deny  it,  could  prove  as 
detrimental  to  the  long-term  viability 
of  their  existing,  and  highly  profit- 
able, half-inch  Beta  and  VHS  systems 
as  they  are  innovative.  That's  why 
you  are  unlikely  to  hear  much  about 
them  for  a  year  or  two.  These  compa- 
nies have  no  incentive  to  draw  atten- 
tion to  tomorrow's  technology. 

Videotape  manufacturers,  with  less 
on  the  line,  are  slightly  more  willing 
to  acknowledge  the  potential  effect  of 
8mm  tape.  Says  foe  Petite,  video  mar- 
keting manager  for  Memorex  in  the 
U.S.,  "Once  8mm  products  come  in, 
most  video  products  that  exist  today 
may  eventually  be  phased  out.  In  this 
sense,  VHS  and  Beta  are  really  interim 
products." 

This  is  no  small  matter  to  Japan. 
Dollar-wise,  the  videocassette  record- 
er (VCR)  might  be  the  most  important 
development  in  consumer  electronics 
since  the  advent  of  television.  In  1982 
Japan  exported  more  VCRs  than  TV 
sets.  Today,  nearly  30  million  house- 
holds worldwide  have  them,  some  5 
million  in  the  U.S.  This  new,  high- 
tech S5  billion-a-year  business  is  not 
the  sort  of  boat  that  Japan  Inc.  wants 
to  rock.  Imagine  the  fate  of  Japan's 
ever-expanding,  multibilhon-dollar, 
half-inch  VCR  inventories  if  consum- 
ers suddenly  discovered  that  the  S600 
state-of-the-art  VHS  system  they  had 
been  saving  for  was  soon  to  be  pre- 
empted by  a  dazzling  new,  more  por- 
table 8mm  system.  Picture  the  confu- 
sion. The  hysteria.  The  price  cutting. 
The  dumping.  And  worst  of  all,  the 
bottom  line. 

The  world's  consumer  electronics 
giants  would  prefer  to  envision  a 
brighter  future — one  in  which  8mm 
video  sells  side  by  side  with  the  exist- 
ing half-inch  hardware.  Shrewd  mar- 
keters, companies  like  JVC  and  Sony, 
officially  blanch  at  the  suggestion  of 
8mm's  replacing  VHS  and  Beta  stan- 
dards. They  insist  that  8mm  tape  will 
be  used  for  home  movies  in  one-piece, 
portable  8mm  videotape  cameras,  all 
right,  but  then  dubbed  over  and 
played  back  on  existing  half-inch  (not 
8mm)  VCRs. 

"Companion  pieces"  is  the  friend- 
ly-sounding euphemism.  They  un- 
doubtedly will  coexist  for  a  while,  but 
there  is  no  mention  that  the  "com- 
panion" may  prove  a  technological 


The  smallest  half-inch  VHS  equipment  currently  available 
Even  more  compact  at  8mm,  it  will  play  3  times  longer. 
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barracuda.  The  Japanese  just  have  too 
much  existing  business  to  protect. 
They  argue  that  the  millions  of  con- 
sumers who  already  own  the  half- 
inch  format  would  be  unwilling  to 
shell  out  more  money  for  a  whole  new 
system;  they  will  simply  add  an  8mm 
videocamera  to  what  they  have.  This 
"companion  product"  situation  prob- 
ably will  exist  for  a  few  years — at  least 
in  the  households  that  already  own 
VCRs.  But  what  about  the  majority  of 
consumers  who  have  yet  to  buy  a 
VCR?  Maxell's  national  sales  man- 
ager of  consumer  video  products,  Don 
Patrican,  notes  that  if  the  price  were 
reasonable,  "With  8mm,  you're  look- 
ing at  an  item  that  could  eventually 
have  three  or  four  times  the  mass 
appeal  of  half-inch."  Why  should  mil- 
lions of  people  invest  in  expensive 
equipment  they  really  wouldn't  want 
if  they  had  a  choice?  But  that's  the 
Japanese  marketing  plan,  and  perhaps 
the  reason  for  all  the  stalling. 

The  ostensible  hangup  is  establish- 
ing common  engineering  standards. 
Standards  in  the  electronics  industry 
are  important;  the  videodisk  concept 
has  been  crippled  in  the  marketplace 
by  incompatible  systems.  If  these 
were  U.S.  companies,  that  could  be  a 
big  problem.  Says  Consumer  Products 
spokesman  Frank  McCann  of  RCA — 
which  sells  more  VCRs  than  any  oth- 


er company  in  America  but  buys  all 
its  machines  from  Hitachi — "If  RCA 
and  Zenith  sat  down  to  agree  on  a  new 
approach  in  the  U.S.,  it  would  violate 
the  antitrust  laws." 

But  no  such  obstacles  exist  in  the 
Orient.  Certain  criteria,  such  as  the 
size  of  the  videocassette  shell,  have 
been  established.  A  few  others,  how- 
ever, are  being  hotly  disputed,  mainly 
the  composition  of  the  cassette  tape's 
coating,  which  affects  cost  and  prod- 
uct quality. 

The  only  real  technical  problem  re- 
straining 8mm  video  is  the  present 
limitation  on  recording  time.  Where- 
as VHS  tape  allows  a  maximum  re- 
cording time  of  8  hours,  engineers  of 
the  8mm  format  still  are  limited  to  a 
one-hour  cassette.  Troubling,  but  not 
decisive.  New  technology  may  soon 
solve  even  this  problem. 

What  will  happen  when  the  new 
technology  eventually  comes  out? 
Bruce  Apar,  editor  of  Video  magazine, 
says  that  the  Japanese  will  initially 
market  the  8mm  video  format  "strict- 
ly as  a  home-movie  device,"  so  as  not 
to  jeopardize  the  half-inch  VCR  mar- 
ket. "We're  going  to  see  8mm  film 
obsoleted,"  he  predicts. 

If  so,  that  could  bring  someone  into 
the  game  who  could  upset  their  little 
applecart.  Film,  in  U.S.  terms,  spells 
Kodak.  Already  more  video  movie 


cameras  are  sold  in  America  than 
home-movie  film  cameras.  The  video 
industry  is  abuzz  with  rumors  of 
when — and  how — Kodak  is  going  to 
strike  back.  Bob  Burnett,  3M's  con- 
sumer products  manager,  observes, 
"If  you  say  that  8mm  tape  will  have  a 
tremendous  effect  on  home  movies, 
you  must,  in  the  same  breath,  say  that 
Eastman  Kodak  is  aware  of  it  and  pre- 
pared to  do  something  about  it."  And 
the  yellow  giant  follows  no  standards 
but  its  own. 

Kodak  refuses  to  comment,  but  it  is 
known  to  have  been  seriously  devel- 
oping magnetic  tape  capabilities  in- 
house  for  the  past  four  years.  Analysts 
and  industry  insiders  all  agree  that 
Kodak,  when  the  time  comes,  will  be 
ready.  And  the  poor  consumer?  Mem- 
orex'  Petite  has  this  advice:  "I  would 
still  go  ahead  and  buy  a  portable  VHS 
today.  That  equipment  will  serve  you 
well  for  at  least  the  next  five  to  eight 
years  before  you  feel  you'll  have  to 
replace  it." 

Maybe.  Maybe  not.  Horse-and-bug- 
gies  still  sold  in  1905.  But  the  custom- 
er thinking  about  an  expensive  pur- 
chase needs  to  understand  what  he's 
doing.  He  may  have  no  choice  but  to 
buy  a  VCR  product  made  in  Japan,  but 
he  shouldn't  be  having  his  decision 
made  in  Japan  for  him,  too.  Caveat 
emptor.  ■ 


This  announcement  appears  as  a  matter  of  record  only. 
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About  30%  of  the  magazine  you're  holding  is  kaolin  clay. 


C-E  is  the  number  one  supplier 
for  this  50,000- ton-a -month 
product  category. 

The  use  of  clay  as  a  coating 
for  paper  dates  back  more  than 
1,000  years  to  the  Chinese. 

Today  modern  printing 
papers  receive  their  gleaming 
white  finish  from  a  special  kind 
of  clay  called  kaolin.  This  clay  is 
also  used  as  a  filler  material  and 
pulp  extender.  The  resulting 
paper  increases  printability  and 
is  lighter  in  weight,  helping  pub- 
lishers cope  with  ever-increasing 
mailing  costs. 

Georgia  Kaolin,  a  Combus- 
tion Engineering  company,  is 
the  leading  supplier  of  kaolin  for 
use  in  paper  products.  Because 
of  the  exceptional  purity  of  its 
deposits,  Georgia  Kaolin  also 
supplies  this  clay  for  use  in 


automotive  catalytic  converters, 
polymer  and  paint  systems, 
and  a  host  of  other  demanding 
applications. 

C-E:  World  leader  in 
energy  technology. 

We're  helping  to  find  and  bring 
in  oil  and  gas.  Upgrading  and 
building  refineries  and  petro- 
chemical plants.  Developing 
cleaner,  more  efficient  ways  elec- 
tric utilities  and  other  industries 
can  use  coal.  Providing  equip- 
ment and  services  for  nuclear 
power  generation.  Supplying  a 
wide  range  of  mineral-based 
products  to  paper,  steel  and  alum- 
inum producers.  And  leading 
the  way  in  the  development  of 
alternative  fuels. 

For  more  information  about 
our  diverse  lines  of  business, 


and  a  five-year  summary  of  our 
Financial  Highlights,  write  Com- 
bustion Engineering,  Inc. ,  Dept. 
7004-243,  900  Long  Ridge  Road, 
Stamford,  CT.  USA  06902. 


COMBUSTION 


ENGINEERING 

The  Energy  Systems  Company 


Better  drug  delivery  gets  medicines  into 
patients  more  effectively  and  moves  more 
profits  into  drug  companies'  bloodstreams. 


Right 
on  target 


By  Janet  Bamford 


H.  istory  has  a  way  of  repeating 
itself.  After  almost  a  century  of 
i  huge  research  expenditures  de- 
voted to  developing  newer  and  more 
powerful  drugs,  the  pharmaceutical 
industry  has  lately  developed  a  re- 
newed interest  in  getting  the  best  dos- 
age levels  to  parts  of  the  body  where 
they  are  likely  to  do  the  most  good — 
drug  delivery,  in  industry  parlance. 

In  a  sense,  modern  pharmacy  de- 
rives from  the  inventions  of  the  pill- 
ing machine  and  the  fri- 
able pill  in  1885  by  Dr. 
William  E.  Upjohn.  The 
creation  of  uniform  dos- 
ages meant  that  physi- 
cians could  determine  the 
effects  of  specific  dose  lev- 
els on  patients  and  medi- 
cate them  neither  so  light- 
ly that  the  drug  was  inef- 
fective nor  so  heavily  that 
the  side  effects  would  be 
injurious.  The  best  drug, 
therefore,  was  the  one 
that  not  only  treated  a  pa- 
tient's symptoms,  but  did 
with  minimal  distur- 


tion  to  the  delivery  system  is  a  cheap 
and  effective  way  of  restoring  a  shine 
to  a  lackluster  profit  line  while  wait- 
ing out  the  interminable  process  of 
clearing  newer  drugs.  That's  because 
of  the  patent  law  involved:  You  can 
effectively  extend  the  patent  life  of 
older  medications  by  applying  a  pat- 
ented delivery  system  to  them  at  a 
relatively  low  cost,  compared  with 
that  of  developing  a  new  preparation 
from  scratch.  Not  unexpectedly,  vir- 
tually every  pharmaceutical  house 
has  some  sort  of  delivery  system  re- 


Special  deliveries 


New  ways  of  giving  drugs  are  both  medically  and  com- 
mercially promising.  Some  methods,  though,  have 
drawbacks  to  match  their  advantages. 


so 

bance  to  the  rest  of  the 
body's  delicate  systems. 
Unfortunately,  the  indus- 
try, having  developed 
pills,  injections  and  cap- 
sules, all  but  forgot  that 
dosage  control  was  as  im- 
portant as  the  medicine 
being  given. 

Not  anymore.  With 
drug  research  costs  sky- 
rocketing and  profits 
withering  as  patent  pro- 
tectability  is  decreased 
(see  Fact  and  Comment,  p. 
25),  drug  companies  have 
found  that  paying  atten- 


PUl:  Dr.  Upjohn's  easily  dissolved 
pill  was  the  model  for  today's  tablets 
and  capsules. 

Delsytn:  Pennwalt's  cough  syrup  uses 
ion-exchange  technology,  a  system  it 
hopes  to  apply  to  other  drugs. 


Encapeel:  Damon's  injectable  fluid 
can  be  used  for  especially  sensitive 
materials,  including  living  tissue. 

Patch:  Adhesive  patches  administer 
drugs,  such  as  nitroglycerine, 
through  the  skin.  Problem  is,  not 
many  drugs  are  skin-permeable. 

Pumps:  Worn  internally  or  external- 
ly, they  deliver  a  continuous  dosage, 
but  surgery  may  be  needed  to  install 
them. 


Edited  by  Stephen  Kindel 

search  program  under  way,  and  sever- 
al smaller,  research-oriented  compa- 
nies, such  as  Miami's  Key  Pharma- 
ceuticals, Inc.  and  Palo  Alto's  Alza, 
have  made  their  reputations  on  inno- 
vative drug  delivery  systems. 

How  do  you  make  drug  delivery 
more  effective?  Primarily,  by  evening 
out  the  dose.  With  current  technolo- 
gy— pills,  for  instance — the  amount  of 
a  drug  in  a  patient's  blood  starts  out 
very  low,  rises  to  a  peak,  then  drops 
again.  There's  a  built-in  medical  prob- 
lem here:  At  the  low  levels  a  drug  may 
not  be  effective,  and  at  high  levels  it 
may  cause  side  effects. 

A  secondary  problem  with  some 
conventional  systems  is  that  too 
much  of  a  drug's  efficacy  depends  on 
the  eccentricities  of  a  patient's  own 
system.  The  pH  level  of  his  gastroin- 
testinal system,  for  instance,  might 
trigger  the  early  release  of  a  drug. 
There's  also  a  human  factor:  Patients 
simply  might  not  take  their  medicine 
as  it's  prescribed. 

Yet  another  problem  is  that  the  ef- 
fects of  many  drugs  don't  last  long 
enough.  Even  with  the  de- 
velopment of  prolonged 
delivery  systems — the 
"tiny  time  pills"  that  are 
touted  on  television — the 
system  is  less  than  ideal. 
"Tiny  time  pills  slowed 
but  didn't  control  deliv- 
ery," says  Dr.  Robert 
Langer,  an  M.I.T.  associ- 
ate professor  of  biochemi- 
cal engineering. 

Such  problems  have  led 
to  increasingly  elaborate 
attempts  to  deliver  drugs 
more  precisely.  The  latest 
round — patches,  pumps 
and  implants — are  all  in- 
teresting, but  not  without 
problems.  In  the  patch,  or 
"transdermal,"  system,  a 
small  patch  is  stuck  to  the 
skin  in  much  the  same 
way  a  Band-Aid  would  be. 
The  patch  is  impregnated 
with  a  drug  that  slowly 
and  constantly  seeps  into 
the  skin,  and  enters  the 
bloodstream  thusly.  Ciba- 
Geigy  sells  an  Alza-devel- 
oped  nausea  remedy  in  a 
patch  meant  to  be  stuck 
behind  an  ear,  and  sev- 
eral companies,  including 
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The  defense  that  never  rests. 


The  Navy's  submarine  service.  Ceaselessly  on  guard 
beneath  the  oceans  of  the  world.  In  an  alien  environ- 
ment where  distances  are  misleading,  normal  vision 
is  impossible,  and  sound  is  distorted  by  pressure, 
temperature,  and  salinity. 

Yet,  it  is  here  that  submarines  must  carry  out 
their  missions:  they  must  search  but  be  unseen,  detect 
but  remain  undiscovered,  hear  but  be  themselves 
silent.  To  do  these  things,  and  more,  submariners  rely 
on  sonar.  And  that's  where  Raytheon  comes  aboard. 


Our  experience  in  underwater  acoustics  hark* 
back  to  the  very  beginnings  of  the  technology  at 
the  turn  of  the  century. 

Since  then.  Raytheon  has  supplied  more  sona 
systems  for  U.  S.  Navy  submarines  than  any  other 
manufacturer ...  for  a  great  variety  of  uses:  surveil- 
lance, detection,  classification,  navigation,  and 
collision  avoidance. 

Raytheon  is  also  a  major  supplier  of  sonar 
systems  for  surface  ships,  not  only  for  the  U.S. 


I  but  for  many  free  world  countries  as  well. 

Sonar:  a  major  contributor  to  our  large  and  diver- 
Li  government  business  that  ranges  from  airborne 
iles  and  ground-based  air  defense  systems  to 
igic  radars  and  sophisticated  electronic  counter- 
sures.  It's  a  business  that  continues  to  grow  as  the 

increases  for  advanced  technology  in  the  defense 
e  nation. 

Raytheon. .  .a  five  and  a  half  billion  dollar  com- 
in  electronics,  aviation,  appliances,  energy, 


construction,  and  publishing.  For  copies  of  our  latest 
financial  reports,  please  write  Raytheon  Company, 
Public  Relations,  141  Spring  Street,  Lexington, 
Massachusetts  02173. 


Technology 


Ciba,  Searle  and  Key  Pharmaceuti- 
cals, all  have  nitroglycerine  treat- 
ments of  a  similar  type. 

Pumps,  implanted  and  external, 
continuously  release  medication.  Ex- 
periments in  delivering  insulin  to  dia- 
betics via  pumps  have  been  funded  by 
various  government  agencies.  Finally, 
implantable  subcutaneous  pellets  and 
devices  that  release  such  prescrip- 
tions as  progesterone  for  birth  control 
are  now  being  marketed. 

The  problem  with  many  of  these 
new  systems  is  that  their  drawbacks 
often  overshadow  their  advantages. 
Surgery  is  required  for  pumps,  and 
implants  may  prove  painful  or  un- 
wieldy. Physicians  want  to  be  assured 
of  safety  controls  in  the  event  that 
there  are  leaks,  particularly  with  po- 
tentially toxic  drugs  such  as  insulin. 
And  there  could  be  trouble  in  turning 
off  a  drug  release  system  after  the 
device  has  been  implanted.  With  patch 
systems  the  problem  is  a  bit  different: 
They  generally  work  only  for  the  few 
drugs  that  are  highly  skin-permeable. 
And  they  can't  deliver  a  drug  to  the 
system  quickly  or  in  large  doses. 

Far  more  promising  than  physical 
devices  are  new  biochemically  engi- 


neered systems  that  are  only  just 
emerging  from  the  lab.  Late  last  year 
Pennwalt,  a  Philadelphia-based  com- 
pany that  did  $87  million  in  drug  sales 
in  1981,  introduced  Delsym,  an  over- 
the-counter,  nonnarcotic  cough  syr- 
up. Delsym  is  taken  like  any  other 
syrup,  but  releases  the  drug  dextro- 
methorphan to  the  patient  through 
simple  ion-exchange  technology. 
Here's  how-it  works:  The  active  drug 
is  suspended  in  the  syiup  and  bound 
to  small  particles  of  polymers,  or  res- 
ins, which  have  no  biological  activity 
themselves.  The  drug/resin  complex 
is  coated  with  an  outer  membrane  of 
ethylcellulose,  another  inert  material. 
Since  the  ions  of  body  fluids  have  a 
higher  affinity  for  the  negative  sites 
on  the  resin  than  the  drug  does,  the 
ions  diffuse  across  the  ethylcellulose- 
membrane,  "bump"  the  drug  off  the 
resin,  and  the  drug  diffuses  back 
through  the  membrane  to  be  absorbed 
in  the  stomach  or  intestines.  The  dif- 
fusion rate  of  the  drug  can  be  con- 
trolled by  varying  the  membrane 
thickness. 

"The  advantage  to  this  system," 
says  Pennwalt's  Dr.  Stephen  Riggi, 
vice  president  of  research  and  develop- 
ment, "is  that  the  basic  mechanism  is 
dependent  on  ionic  concentration,  not 
on  variable  factors  such  as  changing 
pH,  enzymes  or  even  temperature. 
The  only  thing  that's  going  to  release 
the  drug  off  the  resin  is  ions." 


Complications 


Tlime  and  again  Wall  Street  falls 
in  love  with  one  company  or 
another  said  to  be  bringing  along  a 
hot  new  drug.  Time  and  again,  it 
falls  out  of  love  with  them.  Com- 
panies working  on  new  drug-deliv- 
ery technologies  are  no  exception. 
Two  of  the  "purest"  drug-delivery 
plays  at  the  moment  are  Key  Phar- 
maceuticals and  Alza  Corp. 

Key,  in  business  35  years,  makes 
oral  and  transdermal  products.  It 
also  has  Theo-Dur,  a  promising, 
sustained-release  medicine  for 
bronchitis,  taken  orally.  "I  think 
that  Theo-Dur  could  reach  $55 
million  to  $60  million  in  sales  next 
year,"  says  Ronald  Stern,  a  vice 
president  with  First  Boston.  Key's 
shares  are  trading  about  a  point 
below  its  alltime  high  of  35%,  a 
multiple  of  78.  Astounding?  That 
is  down  from  1979's  P/E  of  100, 
when  the  stock's  high  was  7Vi. 

Alza,  spun  off  from  Syntex  15 
years  ago,  has  developed  transder- 


mal patches  and  Ocusert  (an  eye 
medication  placed  in  the  eye  much 
like  a  contact  lens),  which  hasn't 
sold  well.  It  also  makes  Osmosin,  a 
controlled-release  tablet  for  arthri- 
tis. Its  stock  now  sells  at  19,  up 
from  5%  a  year  ago.  As  recently  as 
1981,  shares  hit  a  low  of  27s.  With 
only  one  profitable  quarter  since 
its  founding,  Alza  predicts  positive 
earnings  for  1984. 

Can  such  multiples  possibly  be 
worth  the  high  risk  involved?  "The 
growth  is  potentially  dramatic," 
says  Paul  Brooke,  a  Wertheim  & 
Co.  vice  president.  "The  prices  are 
or  aren't  warranted,  depending  on 
what  your  time  horizons  are." 

David  Saks,  an  analyst  with  A.G. 
Becker,  puts  it  more  bluntly: 
"Near  term,  this  is  risk  venture 
capital."  Even  then,  investors 
should  be  wary.  "A  bull  market 
likes  these  stocks,"  he  says,  "but 
when  things  slow  down,  these 
could  really  come  down." — J.B. 


Delsym  holds  another  advantage 
for  Pennwalt:  The  company  obtained 
a  patent  in  1979  on  the  resination 
process  and  the  coating  of  the  resinat- 
ed  complex.  Because  it  is  a  new  pro- 
cess, it  can  be  applied  to  drugs  that  are 
already  off  patent,  thereby  conferring 
new  effective  patent  life  on  old  drugs. 

Improved  delivery  systems,  aside 
from  the  financial  benefits  they  pro- 
vide to  older  drugs,  may  be  essential 
to  the  development  of  genetically  en- 
gineered drugs,  such  as  growth  hor- 
mones and  interferon.  These  have 
molecular  weights  of  30  to  70  times 
those  of  drugs  now  in  common  use 
and,  as  such,  may  not  fit  through  the 
membranes  of  existing  systems. 

One  of  the  most  promising — and 
potentially  the  most  versatile — of  all 
new  delivery  systems  is  Damon 
Corp.'s  Encapcel  system,  which  is 
used  for  the  microencapsulation  of 
sensitive  materials,  including  living 
tissue.  Damon's  microcapsules  have  a 
membrane  with  tiny  pores  on  the  out- 
side. By  controlling  the  size  of  the 
pores,  the  rate  of  drug  diffusion  would 
be  regulated.  "You're  not  depending 
on  something  to  biodegrade  and  then 
release  a  compound,"  explains  Da- 
mon's Dr.  Allan  P.  Jarvis  Jr.  Research 
scientists  using  the  Encapcel  system 
have  already  managed  to  implant  in- 
sulin-producing pancreatic  cells  in 
diabetic  rats  to  make  them  normal. 

Ultimately,  the  goal  of  drug  deliv- 
ery systems  designers  is  to  come  up 
with  mechanisms  for  sending  drugs 
not  to  general  parts  of  the  body,  such 
as  the  liver,  but  to  specific  cells.  If 
they  can,  pharmacology  will  probably 
seem  as  primitive  as  the  pharmacog- 
nosy of  yesteryear.  And  the  real 
growth  curve  of  the  pharmaceutical 
industry  will  have  only  begun. 

Aii  uneasy  marriage 

Tlhere  is  an  odd  footnote  to  the 
death  last  month  of  Allen  Dorf- 
man,  the  Chicago  insurance  man 
gunned  down  at  a  suburban  shopping 
mall.  At  the  time,  his  lawyers  were 
appealing  his  conviction  on  charges  of 
attempting  to  bribe  Senator  Howard 
Cannon.  Why  Dorfman  was  killed  re- 
mains unclear.  No  one  knows  wheth- 
er he  was  about  to  talk  in  return  for  a 
lighter  sentence,  but  the  case 
smacked  of  gangland  drama.  There's 
little  drama  but  some  significance  in 
the  footnote.  Dorfman's  court  case 
had  helped  advance  the  automation  of 
the  legal  profession. 

Harvey  Silets,  Dorfman's  defense 
attorney,  and  two  paralegals  had  to 
organize  and  digest  tens  of  thousands 
of  documents  in  less  than  six  weeks. 
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How?  Elaine  Silets,  Harvey's  wife, 
who  runs  the  business  side  of  the  six- 
partner  firm,  came  up  with  the  an- 
swer: a  76-megabyte  minicomputer 
from  Barrister  Information  Systems 
Corp.  The  computer  acquitted  itself 
handsomely,  says  Elaine  Silets.  It 
might  not  have  convinced  the  jury  but 
it  got  Harvey  to  the  court  on  time. 

That  ought  to  make  computers  the 
most  highly  prized  possession  of  any 
law  firm.  In  reality,  the  automation  of 
the  legal  profession  is  more  of  a  shot- 
gun wedding.  Despite  shelling  out  bil- 
lions for  computers,  the  profession 
has  mixed  feelings.  "It  reveals  the 
general  naivete  of  lawyers  as  busi- 
nessmen," flatly  declares  James 
Keane,  a  consultant  for 
Coopers  &  Lybrand's  litiga- 
tion services  group  and  a 
lawyer  himself.  "Lawyers 
haven't  the  inclination,  the 
patience  or  the  discipline  to 
modernize,  to  do  what  oth- 
er businesses  have  done." 

For  such  a  relatively 
small-scale  industry — an 
estimated  100,000  law 
firms  in  the  U.S.,  only  35% 
with  four  or  more  part- 
ners—the legal  profession 
generates  considerable  at- 
tention from  the  computer 
industry.  When  word  pro- 
cessors came  on  the  mar- 
ket, law  firms  quickly 
adopted  them  as  a  tool 
against  the  mountains  of 
paperwork  the  law  gener- 
ates. According  to  the.  Amer- 
ican Bar  Association  Journal,  there  are 
currently  about  250,000  word  proces- 
sors in  law  firms,  conservatively 
worth  more  than  $2.5  billion. 

But  with  all  that  installed  capacity 
comes  an  opportunity.  Thus,  for  a  de- 
cade, software  houses,  consultants 
and  turnkey  vendors  have  been  trying 
to  fill  computer  time  not  only  with 
word  processing  functions  (which 
lawyers  loved)  but  with  data  process- 
ing as  well.  Companies  such  as  Barris- 
ter and  Informatics,  which  offer  turn- 
key systems,  a  plethora  of  software 
houses  and  service  bureaus  as  well  as 
such  giants  as  AT&T  have  set  up  legal 
divisions  in  anticipation  of  an  even 
larger  market. 

The  result  of  all  this  potential  has 
been  a  wide  range  of  products  aimed  at 
the  legal  market.  Hardware  vendors, 
among  them  IBM,  Wang  and  DEC, 
compete  fiercely  on  price  and  memory 
capacity.  More  packaged  software  is 
available,  a  far  cry  from  1969,  when 
Milbank,  Tweed,  the  New  York  law 
firm  of  the  Rockefellers  and  Chase 
Manhattan  Bank,  pioneered  the  use  of 


computers  by  installing  legaldom's 
first  mainframe.  "Today  you  can  get  a 
microcomputer  at  a  fraction  of  the  cost 
of  that  original  mainframe,"  says 
Doug  Chapman,  consultant  with  Hil- 
debrandt  &.  Co.,  who  was  once  head  of 
Milbank's  computer  unit. 

While  the  hardware  has  leapt 
ahead,  it's  the  software  that  makes 
the  law  office  go  round.  The  first  legal 
programs  in  the  early  Seventies  did 
simple  accounting  and  word  process- 
ing. Then  came  more  complex  pack- 
ages: docket  calendars  to  tell  a  lawyer 
when  a  deposition  must  be  filed;  con- 
flict-of-interest packages  to  alert  him 
when  one  of  his  cases  was  about  to  get 
entangled  with  another;  timekeeping 


Barrister  VDT  Model  236 

But  it's  software  that  makes  the  law  office  go. 


old-line  "white  shoe"  firms,  such  ac- 
tivity is  considered  distasteful. 

Law  firms  haven't  exactly  proved  to 
be  quick  decision  makers  when  it 
comes  to  automation,  either.  Says  Mi- 
chael Davis,  a  vice  president  of  Com- 
puter-R-Systems,  Inc.,  "Because  of 
the  committee  system,  it  sometimes 
takes  a  year  to  go  from  a  verbal  okay 
to  actual  installation.  You  spend 
about  60%  to  70%  of  the  time  hand- 
holding."  Even  worse,  says  Keane,  is 
that  "law  firms  are  a  hotbed  of  poli- 
tics." Automation  threatens  to  alter 
the  always  delicate  balance  between 
associates  and  partners. 

Some  of  these  anxieties  can  be 
smoothed,  but  not  all.  The  very  pro- 
cess of  automating  may  al- 
ter the  firms  themselves. 
"It's  really  not  a  technology 
problem  as  much  as  a  man- 
agement one,"  Chapman 
says.  "The  computer  gives 
the  firm  a  better  view  of 
itself,  and  that  can  be  pain- 
ful." Take  compensation: 
Most  office  management 
systems  can  produce  de- 
tailed figures  on  productiv- 
ity and  profitability  for  in- 
dividual lawyers,  which 
can  hurt.  "The  computer 
can  bring  to  the  surface  var- 
ious details  about  what  the 
business  is  doing,"  says 
Chapman.  It  often  may 
mean  confronting  problems 
that  have  been  lurking  be- 
neath the  surface  for  years. 
But  if  firms  are  hesitant 


and  billing  programs. 

Even  better  programs  followed.  In 
1973  the  Mead  Corp.  began  to  market 
LEXIS,  allowing  law  firms  to  gain  ac- 
cess to  entire  state  and  federal  codes; 
law  book  publisher  West  Publishing 
Co.  followed  up  with  other  libraries 
under  the  WESTLAW  name;  and  law 
publisher  Matthew  Bender  &  Co.  is 
coming  out  with  software  for  routine 
items  like  wills  and  legal  filings. 

Then  there's  litigation  support,  just 
about  state-of-the-art.  Litigators  such 
as  Silets  can  enter  huge  masses  of 
documents  into  a  computer  using  an 
optical  scanner  to  read  the  material, 
then  construct  a  database.  The  ma- 
chine will  sort,  sift,  cross-reference, 
even  search  out  patterns  of  evi- 
dence— begin,  in  fact,  to  take  on  some 
of  the  functions  of  the  lawyer. 

It's  such  sophisticated  technology 
that  it  begins  to  make  the  legal  profes- 
sion twitchy.  And  there  are  other 
problems.  As  automation  slashes  re- 
search time,  there  are  fewer  hours  to 
bill.  To  keep  revenues  up,  firms  have 
to  drum  up  more  business.  Among  the 


to  automate,  their  clients  may  well 
force  them  to.  As  fees  rise,  clients  are 
increasingly  shopping  throughout  the 
legal  marketplace  for  the  best  deal. 
Probably  the  most  powerful  single 
force  for  change  is  the  corporate  gen- 
eral counsel.  As  law  firms  become 
more  dependent  on  corporations  for 
their  large-fee  income,  they  find 
themselves  forced  to  become  as  effi- 
cient as  the  businesses  they  serve.  No 
more  sloppy  billing  at  $250  an  hour; 
corporate  counsels  want  to  see  exact- 
ly what  they  are  paying  for.  Similarly, 
counsels  are  pressing  firms  to  take 
advantage  of  the  range  of  legal  infor- 
mation available  from  databases.  Says 
Keane:  "You've  got  counsels  out  there 
saying,  'I've  got  100  law  firms  writing 
legal  memos,  and  they're  charging  a 
lot  of  money.  Why  don't  we  centralize 
all  this  in  a  library  so  I  can  do  a  search 
before  I  make  an  expenditure?'  " 

For  a  law  firm  to  survive  in  the 
computer  age,  it  seems,  more  than 
just  the  wisdom  of  Solomon  is  called 
for. — Robert  Teitelman 
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Philanthropist  Robert  //.  Dedman 
Watching  the  orchards  bear  fruit. 


Cheerful  giver 

At  56,  Robert  H.  Dedman  looks  too 
young  and  vigorous  to  have  already 
given  away  a  large  portion  of  his  mul- 
timillion-dollar fortune.  But  Dedman, 
a  Dallas-based  lawyer  who  has  built 
up  a  chain  of  115  country  and  similar 
private  clubs,  can  reel  off  a  dozen  rea- 
sons for  giving  to  charity  now  rather 
than  after  death. 

"If  you  give  while  you  are  still  alive 
you  have  a  chance  to  monitor  it — to 
see  if  you  have  done  the  right  thing," 
he  says.  "Most  of  us  have  worked  a 
long  time,  and  it  is  both  fun  and  grati- 
fying to  be  able  to  see  our  orchards 
bear  some  of  the  fruits  of  our  labor." 

For  Dedman,  that  means  principal- 
ly following  the  progress  of  Southern 
Methodist  University's  undergrad- 
uate liberal  arts  and  sciences  college, 
which  he  has  endowed  with  $25  mil- 
lion. It  has  recently  been  renamed 
Dedman  College. 

He  admits  there  are  other  incen- 
tives as  well — tax  benefits,  for  in- 
stance. And,  as  he  says,  he  has  never 
seen  luggage  racks  on  hearses. 

Besides,  he  says,  giving  is  habit- 
forming — once  you  start  you  don't 
want  to  stop.  He  first  began  giving  in  a 
serious  way  in  1976  when  he  gave 
Southern  Methodist  $1  million  for  its 
new  Center  for  Lifetime  Sports.  Aside 
from  making  comfortable  provisions 
for  his  family,  he  intends  that  most  of 
his  remaining  wealth  eventually  go  to 
charity. 

Education  was  a  natural  choice  of 
beneficiary  because  his  own  life  was 
profoundly  shaped  by  it.  He  names  his 
English  teacher  and  his  Latin  teacher 
as  the  two  most  powerful  influences 


on  his  life.  "The  English  teacher  re- 
quired me  to  memorize  countless  po- 
ems, which  transmitted  to  me  the 
wisdom  of  the  ages,"  he  recalls.  "And 
the  Latin  teacher  taught  me  about  the 
discipline  of  learning." 

He  used  discipline  to  spectacular 
advantage  later  when,  while  working 
full  time,  he  also  earned  three  de- 
grees— in  engineering,  economics  and 
law — within  only  four  years  of  leav- 
ing high  school. 

Dedman  got  started  in  country 
clubs  when,  on  a  visit  to  Palm 
Springs,  he  noticed  how  real  estate 


Edited  by  Eamonn  Fingleton 

prices  around  the  Thunderbird  Coun- 
try Club  were  booming.  He  applied 
the  principle  in  developments  else- 
where and  wrung  economies  of  scale 
from  the  business  by,  for  instance, 
placing  the  athletic  facilities  of  three 
country  clubs  around  one  clubhouse. 
He  also  made  sure  that  the  staffs  were 
attentive  to  members'  needs. 

"Most  private  clubs  nowadays," 
Dedman  maintains,  "are  run  like  no- 
body's business,  because  they  are  no- 
body's business." 

Recently  he  was  named  chairman 
of  the  Texas  Highway  &  Public  Trans- 
portation Commission.  But  being  a 
big  philanthropist  has  not  shielded 
him  from  the  infighting  of  public  life. 
"I  have  taken  more  lumps  in  the  last  2 
years  than  in  the  previous  30,"  he  says 
with  a  shrug— Stanley  W.  Angrist 

The  silicon  apple 

Forget  Silicon  Valley,  says  George 
Bugliarello.  Forget  Boulder,  Colo,  and 
the  Sunbelt  havens  for  engineers  and 
high  technology.  The  place  for  an  up- 
and-coming  computer  or  communica- 
tions engineer  to  make  it  is  none  oth- 


George  Bugliarello  on  the  Brooklyn  Bridge 
A  core  for  the  Big  Apple. 
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IRELAND 


He  combines  a  traditi 
Northern  Ireland  work  eth 
'  with  advanced 
technological  skills. 


Jack  Hay  is  typical  of  Northern 
Ireland's  craftsmen:  he  concentrates 
on  the  job,  making  products  and  profits, 
not  news. 

As  an  assembly  foreman  for  Hughes 
Tool  Company  in  Belfast,  Jack  supervises 
35  skilled  machinists  making  cones  for  drill 
bits.  In  off  hours,  he  enjoys  the  province's 
lush  countryside.  Some  28  years  ago, 
Hughes  Tool  Company  was  the  first 
United  States  company  to  establish  a  base 
in  Northern  Ireland,  where  it  has  enjoyed 
an  enviable  record  of  success.  So  much 
so  that  Hughes  recently  announced  a 
further  multimillion  dollar  investment  in 
Northern  Ireland. 

Calvin  Shoitess,  President  of  Hughes 
Tool  Division's  worldwide  operation,  in- 
cluding the  Belfast  operation,  sums  it  up 
this  way:  "Belfast  was  our  first  facility 
outside  the  United  States.  Its  history  of 
quality  products  produced  by  quality  peo- 
ple has  resulted  in  an  outstanding  record 
of  export  achievement.  The  operation  is 
managed  and  manned  with  Northern 
Ireland  people.  Their  success  was  a 
major  reason  for  our  recent  expansion 
into  the  Monkstown  facility." 

If  you  have  any  doubts  about  how 
smoothly  business  continues  to  function 
today  in  Northern  Ireland,  ask  anyone 
who's  been  here  recently.  Better  yet,  come 
see  for  yourself.  For  further  information, 
contact  Ian  Walters  or  George  Forster  at 
the  Industrial  Development  Board  for 
Northern  Ireland,  New  York  office, 
150  E.  58th  Street,  New  York,  NY  10155. 
Or  call  (212)  593-2258. 


Northern 
Ireland  works. 

A  visit  will  convince  you. 

■IDB 

Northern 
—  Ireland 


"Take  the  world's  finest  executive  jet 
and  make  it  even  better.  That's  wha 
we're  doing  with  the  Gulf  stream  III.' 


By  Allen  E.  Paulson 

Chairman  and  President 

Gulf  stream  Aerospace  Corporation 

"I  think  I  can  safely  say  that  since  it 
first  flew  on  schedule  in  December 
1979,  our  Gulfstream  III  has  dominatet 
the  market  for  intercontinental  busi- 
ness jets. 

"Evidently,  decision  makers  in  the 
world's  leading  corporation  and 
governments  have  determined  time  anc 
time  again  there  is  no  alternative  to  the 
levels  of  performance  and  productivity 
the  Gulfstream  III  offers. 

"Even  its  challengers  apparently 
have  concluded  that  its  superiority  is 
overwhelming. 

"They  have  had  to  rethink  where 
they  fit  into  the  market;  and  for  the 
most  part,  they  are  now  comparing 
themselves,  not  with  the  Gulfstream  II 
or  even  the  Gulfstream  II,  but  with 
medium-sized  business  jets. 

"The  Gulfstream  III  we  are  now 
delivering  to  customers  is  a  remarkabk 
airplane. 

"But  we  know  that  every  machine, 
no  matter  how  good  it  is,  can  be 
improved. 

"And  the  Gulfstream  III  is  no 
exception. 

Meaningful  technology, 
meaningful  improvements. 

"In  my  experience,  the  airplane  has 
always  been  an  ideal  candidate  for 
improvement. 

"Technology  and  engineering  inge- 
nuity find  ways  to  make  it  land 
and  take  off 
better,  fly 
farther  and  higher,  handle  better,  use 
less  fuel,  be  more  efficient — and  not  th 
least  important — safer  to  operate. 

"That's  why  we  are  constantly 
looking  at  the  Gulfstream  III  to 


It'  you  are  interested  in  knowing  more  about  Gulfstream  Aerospace  Corporation,  we  will  be  pleased 
to  send  you  our  latest  annual  report.  Address  your  request  to  Senior  Vice  President,  Finance. 
Ciultstream  Aerospace  Corporation,  P.O.  Box  2206.  Savannah,  Georgia  31402  U.S.A. 
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i  places  where  improvements  can 
made  that  will  be  meaningful  for 
executives  and  government  leaders 
o  travel  in  it  and  the  pilots  who  fly  it. 
'Take  the  cockpit. 

'The  new  generation  of  commercial 
iners  has  brought  about  a  techno- 
ical  revolution  in  equipment  and 
terns  available  to  the  flight  crew. 
'Because  our  customers  demand  as 
ch  sophistication — if  not  more — in 
ir  aircraft  as  the  airlines  do,  we  are 
;ineering  these  highly  advanced  new 
terns  into  the  Gulfstream  III. 
'For  example,  the  Gulfstream  III  is 
ally  suited  to  accept  electronic  flight 
:rument  systems — EFIS,  for  short — 
t  are  standard  on  the  Boeing  757 
1767. 

'For  years,  basic  aircraft  flight 
:ruments  have  been  complicated, 
gile  electro-mechanical  devices, 
ited  in  the  type  and  amount  of 
Donation  they  could  display. 
'EFIS  is  changing  all  that. 
'EFIS  brings  the  familiar  television 
nitor  into  the  cockpit;  and  symbol 
lerators  driven  by  air  data  com- 
ers create  an  almost  unlimited 
ount  of  highly  reliable  data  that  can 
displayed  to  the  crew  in  far  more 
aningful  ways — commands,  direc- 
:s,  color  visual  cues  and  symbols. 
'We're  making  sure  EFIS  will  be 
tilable  on  the  Gulfstream  III  because 


With  the  largest,  longest  cabin  of  any 
executive  jet,  the  Gulfstream  III  easily 
accommodates  custom-designed  interiors 
that  provide  optimum  in-flight  environ- 
ment for  as  many  as  19  passengers. 

it  will  put  a  better  airplane  in  the  hands 
of  more  effective  pilots. 

Improving  the  parts 
to  improve  the  whole. 

"It  is  amazing  to  think  of  all  the  new 
technology  that  has  appeared  since  we 
first  flew  the  Gulfstream  III  prototype 
just  three  years  ago.  It  is  also  gratifying 
to  think  how  quickly  so  much  of  it  has 
found  its  way  into  the  Gulfstream  III. 

"Digital  display  instruments  are 
replacing'the  familiar  analog  type. 

"Lighter,  more  powerful  'black 
boxes'  take  less  space  on  the  avionics 
rack,  but  increase  dependability. 

"The  Gulfstream  III  is  the  first 
transport  aircraft  to  incorporate  an 
advanced  solid-state  AC  electrical  sys- 
tem that,  until  now,  has  been  available 
only  on  sophisticated  military  aircraft. 

"Soon,  a  Gulfstream  III  will  be 
equipped  with  an  inertial  navigation 
system  that  uses  a  ring  laser  gyro 
instead  of  conventional  gyros.  The 
increases  in  accuracy,  programming 


speed  and  reliability  in  this  optional 
flight  guidance  system  will  be  dramatic. 


Exchanging  weight 
for  muscle. 

"We're  even  making  the  Gulfstream 
III  lighter  so  it  can  work  harder. 

"For  every  200  pounds  of  weight  we 
can  take  out  of  the  basic  airplane,  an 
operator  can  add  another  passenger  and 
baggage  or  an  equivalent  amount  of 
fuel.  So  our  on-going  weight  reduction 
program  is  another  way  of  improving 
the  Gulfstream  III,  with  an  emphasis 
on  productivity. 

"The  new  AC  electrical  system,  for 
instance,  weighs  nearly  200  pounds  less 
than  the  system  it  replaces. 

"More  weight  will  come  out  when 
we  begin  installing  new  control 
surfaces — rudder,  ailerons,  flaps — 
we're  engineering  of  composite  struc- 
tures developed  for  space  vehicles. 

"These  new  materials  will  help 
reduce  the  weight  of  the  Gulfstream  III 
without  compromising  structural 
integrity. 

"The  list  of  major  improvements 
we're  making  in  the  Gulfstream  III  gets 
very  long. 

"The  reason  is  very  simple. 

"Our  plan  to  continue  dominating 
the  market  for  executive  jets  is  to  make 
certain  we  always  will  have  the  best 
airplane  you  can  own  and  operate. 

"I  invite  you  to  get  in  touch  with 
Charles  G.  Vogeley,  our  Senior  Vice 
President  of  Marketing,  in  Savannah, 
Georgia  at  (912)  964-3274. 

"He  can  tell  you  all  the  reasons  why, 
as  an  investment  in 
superlative  executive 
transport,  the  world's  IV/ 
finest  executive  jet  ^wrWA 
gets  better  and  Gulfstream 
better  all  the  time!'  /lerospace 


The  Gulfstream  III.  The  Ultimate. 
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cr  than  the  Big  Apple. 

"If  you  look  around  New  York," 
says  the  genial  president  of  the  Poly- 
technic Institute  of  New  York,  "you 
will  see  that  there  are  more  than 
100,0nn  <  :ngineers  in  the  metropolitan 
area.  The  fact  that  they  are  here,  and 
gainfully  employed,  is  proof  that  New 
York  is  a  major  engineering  center. 
What  is  missing,  though,  is  a  center 
for  the  center." 

But  Bugliarello  has  a  plan  to  remedy 
that  gap.  With  backing  from  New 
York  City  in  his  pocket  already,  he 
hopes  to  join  with  the  State  of  New 
York  and  with  a  David  Rockefeller- 
sponsored  business  coalition  called 
the  City  Partnership  to  expand  his 
school — formerly  known  as  Brooklyn 
Poly — to  include  a  $400  million  Me- 
troTech  park  in  one  of  Brooklyn's 
most  devastated  neighborhoods. 

The  plans  follow  the  example  al- 
ready laid  down  by  Boston's  Technol- 
ogy Square  and  Philadelphia's  Univer- 
sity City  Science  Center.  Good  facili- 
ties, with  a  university  connection 
and,  close  by,  large  money  center 
banks,  will  attract  high-technology 
startups  in  droves,  which  will,  in 
turn,  attract  jobs. 

The  MetroTech  site,  at  the  north- 
ern end  of  Brooklyn's  Flatbush  Ave- 
nue, presently  contains  16  acres  of 
parking  lots  and  severely  deteriorated 
19th-century  buildings.  Under  Bug- 
liarello's  plan,  the  buildings  in  the 
area  will  be  razed  and  replaced  by  a 
Center  for  Telecommunications 
Technology,  a  400-room  hotel,  labora- 
tory space  and  a  conference  facility. 

According  to  Bugliarello,  55,  Metro- 
Tech  is  an  almost  logical  outgrowth 
of  his  upbringing.  A  native  of  Trieste, 
Italy,  Bugliarello  learned  early  about 
the  Italian  Renaissance  city-states, 
which  wielded  immense  power  de- 
spite being  small. 

"It  is  inconceivable  to  me,"  says 
Bugliarello,  "that  a  city  such  as  New 
York,  with  its  tremendous  monetary 
power,  does  not  exercise  more  control 
over  its  destiny.  New  York's  output  is 
larger  than  that  of  an  advanced  indus- 
trial nation  such  as  Sweden,  yet  it 
does  very  little  to  choose  directions 
for  itself.  We  hope  MetroTech  will  lay 
the  cornerstone  for  a  high-technology 
policy  for  New  York." — Stephen  Kindel 


Flying  chippers 

Flying  first  class  from  New  York  to 
Los  Angeles  currently  costs  $1,060 
round  trip,  so  who  needs  a  new  luxury 
airlh     .sking  about  $1,500  one  way? 

General  F.  Michael  Rogers,  presi- 
dent of  Los  Angelcs-bascd  FirstAir,  is 
betting  there  will  always  be  people 
who  want  the  best,  and  he  reckons  he 
has  got  it.  "We're  like  a  first-class 
restaurant,"  he  says,  implying  that 
everyone  else  is  in  the  McDonald's 
class.  The  real  comparison,  Rogers 
maintains,  is  with  business  jets, 
which  carry  1  '/>  passengers  per  flight 
on  average,  according  to  a  govern- 
ment study.  And  a  typical  plane  like  a 
Gulfstream  II  costs  about  $2,000  an 
hour  in  the  air. 

FirstAir's  three  secondhand  727s, 


F  Michael  Rogers  of  FirstAir 

A  manicurist  on  every  flight. 


which,  starting  in  June,  will  provide 
daily  connections  between  New  York 
and  both  Los  Angeles  and  San  Francis- 
co, will  take  as  many  as  20  passengers 
in  tycoon  style.  Each  plane  will  be 
divided  into  four  private  compart- 
ments, which  can  be  used  either  as 
miniboardrooms  or  as  bedrooms.  A 
plush  Art  Deco  dining  area  will  fea- 
ture beluga  caviar  and  other  buffet 
delights.  An  on-board  manicurist  and 
hairdresser  will  make  sure  travelers 
arrive  looking  like  a  million  dollars. 
There  will  be  copiers,  air-to-ground 
telephones,  secretarial  services  and 
up-to-the-minute  stock  market  re- 
ports. Loading  and  unloading  will  be 
direct  from  car  to  airplane,  clipping  as 
much  as  1  Vi  hours  off  travel  time, 
Rogers  claims. 
Rogers,  61,  a  four-star  general  and 


former  World  War  II  fighter  ace  who 
tried  investment  banking  after  retir- 
ing from  the  Air  Force  in  1978,  is 
hoping  to  keep  the  payroll  down  to 
about  200  employees.  He  was  asked  to 
run  FirstAir  last  year  by  a  friend,  Wil- 
liam McElnca,  former  president  of 
Caesars  World,  Inc.  McElnea  and  for- 
mer Caesars  World  founders  Clifford 
and  Stuart  Perlman — the  latter  two 
were  forced  out  of  the  casino  com- 
pany last  year  as  a  condition  for  Cae- 
sars World's  getting  a  gaming  license 
in  New  Jersey — walked  away  with 
$92  million.  They  are  plunging  $20 
million  into  the  FirstAir  venture. 

The  Perlmans  reckon  their  custom- 
ers will  include  lots  of  entertainment 
executives  and  affluent  leisure  travel- 
ers as  well  as  sybaritic  business  types, 
so  they  have  tailored  the  frills  accord- 
ingly.— Ellen  Paris 


Suer  guide 

"How  much  will  it  cost?"  It  is  the 
first  question  anyone  who  has  ever 
gotten  embroiled  in  a  lawsuit  won- 
ders about,  and  it  is  the  last  one  law- 
yers want  to  answer.  Now  New  York- 
based  publisher  Steven  Brill  has 
spilled  the  beans  on  the  billing  rates 
of  240  of  the  country's  most  dignified 
law  firms.  The  information  is  a  major 
selling  point  of  The  American  Lauyer 
Guide  to  Leading  Law  Firms,  a  directory 
companion  to  his  American  Lawyer 
magazine. 

"The  law  is  a  business  just  like  any 
other,"  he  says.  "Lawyers  have  al- 
ways tried  to  imply  it  is  tacky  to  ask 
about  price,  but  a  bit  of  price  competi- 
tion would  be  healthy." 

Brill,  who  was  graduated  from  Yale 
Law  School  but  who  never  took  a  bar 
exam,  sees  a  representative  guide  user 
as,  say,  an  oil  company  in  New  York 
or  Houston.  Suddenly  trouble  blows 
up  in  a  far  outpost  of  its  empire.  Find- 
ing a  suitable  lawyer  in  Dallas  or  New 
Orleans,  thanks  to  the  Guide,  will  be 
no  problem.  In  addition  to  billing 
rates,  users  get  the  lowdown  on  a 
firm's  client  list,  strongest  depart- 
ments and  key  cases  won  and  lost. 

He  is  going  up  against  the  well- 
entrenched  Martindale-Hubbell  Law  Dfr 
rectory  ($160  per  copy),  but  he  reckons 
there  is  a  place  for  both.  Martindale 
scores  on  completeness — it  includes 
about  40,000  firms.  But  entries  are 
written — and  paid  for — by  the  law 
firms  themselves.  In  most  cases  M-H 
leaves  out  client  lists,  which  firms  on 
Wall  Street  and  in  most  other  impor- 
tant centers  of  law  practice  think  it  is 
bad  form  to  mention. 

Brill,  32,  who  rather  enjoys  being 
thought  of  as  an  enfant  terrible,  cheer- 
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Publisher  Stei>et2  Brill  in  downtown  Manhattan 
Naming  clients  and  (gasp!)  prices. 


fully  resorted  to  unorthodox  tactics  to 
prize  information  out  of  his  wily  sub- 
jects. "Where  a  firm  would  not  tell  us 
its  billing  rate,  we  pitched  our  esti- 
mate low  and  sent  them  the  proofs," 
he  says.  "Rather  than  have  apoplectic 
clients  on  the  phone  complaining  of 
overcharging,  most  firms  cooperated 
in  the  end.  But  some  threatened  to 
sue.  We  had  to  remind  them  of  the 
First  Amendment." 

Brill  got  his  start  writing  on  law  for 
New  York  and  Esquire  magazines  while 
still  in  college.  He  launched  American 
Lawyer  four  years  ago  and  now  pub- 
lishes it  in  partnership  with  Associat- 
ed Newspapers  Group,  Ltd.,  the  Brit- 
ish publishing  giant,  which  financed 
him  through  early  losses.  American 
Lawyer  achieved  instant  notoriety  for 
its  no-holds-barred  accounts  of  law- 
yers' performances  in  court.  "We  treat 
them  like  theater  reviews,"  he  says, 
"and  often  there  is  just  as  much  acid 
in  the  writing." 

Working  from  an  office  that  seems 
to  have  been  furnished  with  items 
other  businesses  have  junked,  Brill  is 
aiming  for  his  first  profit  this  year. 
The  guide,  now  in  its  second  edition 
and  priced  at  $475  a  copy,  should  chip 
in  $300,000 — more  than  offsetting  a 
continuing  loss  of  about  $150,000  at 
the  magazine. — E.F. 

Networking 

"Our  name  will  soon  be  as  familiar  to 
bank  customers  as  Visa  and  Master- 
Card," says  Thomas  Bass,  the  40-year- 
old  president  of  a  West  Coast  cash- 
card  network  called  The  Exchange. 
Big    talk    from    an  organization 


founded  by  a  bunch  of  pint-size  thrifts 
in  Washington  State.  But  Bass  reck- 
ons that  cash-card  networks — in 
which  banks  join  together  to  give 
each  other's  customers  access  to  auto- 
matic teller  machines  (ATMs)  when 
away  from  home — are  the  wave  of  the 
1980s,  just  as  credit-card  networks 
were  the  wave  of  the  1960s. 

The  Exchange,  he  claims,  has  sto- 
len a  march  not  only  on  Visa  and 
MasterCard,  which  are  just  now  en- 
tering the  game,  but  also  on  myriad 
small  cash-card  networks  that  are  al- 
ready up  and  running. 

Small  banks  particularly  are  eager  to 
pool  ATM  resources,  because  it  helps 
offset  the  inconvenience  to  customers 


of  having  so  few  branches.  A  customer 
of  any  of  The  Exchange  banks  can,  for 
instance,  not  only  draw  cash  from  any 
other  member  bank's  ATMs,  but  also 
use  them  to  check  his  balance  and  even, 
in  many  cases,  make  deposits. 

"There  are  already  probably  50  sig- 
nificant local  networks,  and  now  the 
drive  is  to  go  national,"  he  says.  The 
Exchange  claims  a  crucial  early  lead, 
but  other  networks  in  the  hunt  in- 
clude Cirrus  and  Plus. 

The  Exchange,  which  in  1974  was 
first  with  an  ATM  system  serving 
more  than  one  bank,  last  year  inaugu- 
rated the  first  coast-to-coast  service 
when  Bass  personally  performed  the 
little  ceremony  of  drawing  cash  from 
an  ATM  in  Clifton,  N.J.  using  a  card 
from  his  bank  in  Spokane,  Wash. 

Outside  the  Northwest,  The  Ex- 
change has  licensed  computer  soft- 
ware maker  ADP  to  use  the  name  and 
handle  expansion.  Already  400  insti- 
tutions are  in  the  system  or  have 
agreed  to  enter. 

John  Elliott,  38,  president  of  ADP's 
electronic  financial  services  division, 
reckons  that  most  of  the  1,300  ATMs 
already  committed  to  the  network 
will  be  wired  up  by  year-end.  The  lure 
for  ADP  is  the  charges  the  bank  will 
pay  for  the  transactions  made  by  its 
customers  (a  fee  per  machine,  plus 
other  charges). 

Why  is  everyone  suddenly  so  ex- 
cited about  cash  machines?  "Despite 
the  strength  of  credit  cards,  cash  cards 
are  growing  by  25%  a  year,"  says  Bass. 
"We  will  always  need  cash  in  our 
pockets,  and  our  system  is  a  better 
way  of  providing  it  than,  for  instance, 
traveler's  checks." — E.F. 


ADP's  John  Elliott  and  The  Exchange's  Thomas  Bass 
They  are  betting  you  will  always  need  cash. 
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Osborne  brings  you  the  comparison 
IBMand  Apple  don't  want  you  to  see. 


Other  computer  companies  dazzle  buyers 
with  an  array  of  options  and  add-ons  that 
makes  the  final  price  hard  to  determine 
and  makes  the  computer  hard  to  buy, 
complex  to  assemble,  and  very 
difficult  to  carry. 

We  believe  in  making  personal 
computers  that  are  easy  to  learn  and 
use.  And  that  starts  with  making 
computers  easy  to  buy. 

The  Osborne  1™  Personal  Business 
Computer.  One  simple  price,  $1795, 
buys  it  all. 

And  it  all  comes  in  a  portable  case 
you  can  take  with  you  wherever  you 
work.  Because  once  you  go  to  work  with 
an  Osborne,  you  won't  want  to  work 


any  other' way. 

For  your  nearest  dealer,  call  (in  California) 
800  772-3545,  ext.  905;  (outside  California) 
call  800  227-1617,  ext.  905. 


$1795.  Complete.  Including  Softw  are. 


COMPUTER  CORPORATION 


OSBORNE  1™ 

IBM  PERSONjjJ^ 

APPLE  II* 

Computer  with  64K  RAM,  two  floppy  drivesA, 
keyboard  and  CRT: 

$1795 

$3240B 

$3120c 

Serial  communications: 

INCLUDED 

""eTSacost™ 

EXTRA  COST 

Modem  Connection: 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

IEEE  488  Instrument  communications: 

INCLUDED 

■■■■■■■■■■ 
EXTRA  COST 

EXTRA  COST 

BASIC  interpreter0: 

INCLUDED 

INCLUDED 

INCLUDED 

Business  BASIC E: 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

CP/M®  Control  Program: 

INCLUDED 

EXTRA  COST 

F  (see  below) 

Word  Processing0: 

INCLUDED 

EXTRA  COST 

EXTRA  COST 
EXTRA  COST 

Electronic  Spreadsheet": 

INCLUDED 

EXTRA  COST 

Carrying  Case: 

INCLUDED 

""extSS^t™1 

"EXTRAS?? 

TOTAL  PRICE1: 

$1795 

$4000-4700 

$4000-4700 

A.  The  Osborne  1™  includes  two  built-in  100K  byte  floppy  disk  drives.  The  IBM"  and  APPLE  II*  drives  provide  approximately  160K  bytes  c 
storage.  B.  From  the  IBM  Product  Center  Personal  Computer  Price  Schedule.  C.  From  the  Apple  Computer  Suggested  Retail  Price  Lis 
D.  The  Osborne  includes  MBASIC*  from  Microsoft.  E.  The  Osborne  includes  CBASIC*,  a  business-oriented  BASIC  language  from  Digit; 
Research.™  F.  The  Osborne  includes  CP/M®,  the  industry-standard  control  program  from  Digital  Research.  The  list  of  software  package 
which  will  run  with  CP/M  is  considerable  IBM  offers  CP/M  86  (a  version  of  CP/M)  at  extra  cost.  There  are  optional  hardware  systems  whic 
allow  the  Apple  II  to  run  CP/M;  the  Apple  II  control  program  is  highly  comparable  to  CP/M.  G.  The  Osborne  includes  WORDSTAR*  won 
processing  with  MAILMERGE®— products  of  MicroPro™  International.  H.  The  Osborne  includes  SUPERCALC™,  the  electronic  spreadshee 
system  from  Sorcim  Corporation.  I.  Exact  price  comparisons  cannot  be  presented,  because  the  software  and  hardware  options  chosen  ti 
create  the  "equivalent"  of  the  Osborne  1  Personal  Business  Computer  vary  in  price.  The  range  indicated  was  computed  using  price  list 
from  IBM  and  Apple.  Documentation  of  the  computations  are  available  on  request  from  Osborne  Computer  Corporation.  Trademarks 
OSBORNE  1:  Osborne  Computer  Corporation;  SUPERCALC:  Sorcim  Corporation;  Digital  Research:  Digital  Research,  Inc.;  Registered  Trade 
marks:  WORDSTAR,  MAILMERGE:  MicroPro  International  Corporation  of  San  Rafael,  CA;  MBASIC:  Microsoft;  CBASIC,  CP/M:  Digital  Research 
Inc.;  IBM:  IBM  Corporation,  Apple,  Apple  II:  Apple  Computer  Corporation. 


The  Forbes/Wilshire  5000  Review 


Cold  sweat.  The  bull  rally  was  too  hot  not  to  cool  off  and, 
sure  enough,  on  the  trading  day  after  the  reporting  period 
noted  below,  the  market  took  a  major  drop.  It  remains  to 
be  seen  whether  this  is  merely  the  long-expected  correc- 
tion or  the  start  of  a  major  market  reversal. 

Perhaps  the  last  two  weeks  were  the  lull  before  the 
storm.  During  this  period,  on  comparatively  low  volume, 
the  overall  market  lost  ground  despite  some  rekindling  of 
interest  in  oils,  resources,  precious  metals  and  cyclical 
manufacturers.  The  broad-based  Wilshire  index  fell  0.3% 
while  the  Dow  slipped  2.1%.  The  NYSE  and  the  Forbes 
500  also  registered  minor  losses.  Yet  there  was  some 


resistance:  The  Amex  was  up  0.9%  and  the  NASDAQ 
index  showed  a  2.3%  gain,-  most  of  the  gains  can  be 
attributed  to  strength  in  energy  and  technology. 

The  yardstick  data  continue  to  indicate  a  shift  in  inves- 
tor preference  toward  secondary  and  growth  issues.  What 
with  the  blue  chips  and  even  most  of  the  secondary  stocks 
already  registering  significant  gains  and  appearing  to  be 
fully  priced,  people  are  taking  their  chances  on  firms  that 
are  still  showing  little,  if  any,  sign  of  recovery.  Low-priced 
issues,  for  example,  advanced  17.4%  and  high-volatility 
shares  15.1%  over  the  last  four  weeks.  Stocks  with  high 
five-year  growth  patterns  also  outperformed  the  market. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

5000 

500 1 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

3.9 

3.0 

0.8 

3.5 

10.3 

5.0 

in  last  52  weeks 

24.3 

23.2 

24.6 

24.6 

27.9 

31.3 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

15.1 

6.7 

11.8 

16.1 

5.9 

14.0 

21.6 

5.4 

2.1 

17.4 

in  last  52  weeks 

60.6 

33.9 

38.2 

72.0 

30.3 

70.4 

76.9 

36.2 

26.8 

52.5 

'Based  on  sales. 

JA  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
JA  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  1/21/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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W  here  The  Aetion  Is 


Seems  like  old  times.  The  individual  sectors  appear  to  be 
reverting  to  their  pre- August  1982  patterns.  In  the  last  two 
weeks,  six  sectors  failed  to  gain  ground.  But  technology  and 
utility  issues  both  registered  1.9%  advances.  The  high- 
yielding  power  companies  haven't  been  at  the  head  of  the 
pack  since  before  the  rally  started.  While  energy  shares 
were  strong  over  the  last  month  and  show  a  hefty  1 1 .3% 


advance,  they  weakened  toward  the  end  of  this  period.  For 
the  most  recent  two  weeks,  energy  is  up  only  0.8%. 

Investors  apparently  backed  out  of  auto  stocks;  the 
consumer  durables  sector  scored  a  4.5%  loss.  Weak  retail 
figures  from  December  helped  pull  down  consumer  non- 
durables  by  1.6%.  And  a  loss  of  enthusiasm  over  major 
bank  stocks  brought  the  finance  group  down  1.8%. 


Percent  change  in  last  52  weeks  "^^V  Percent  change  in  last  two  weeks 


Capital  goods 

0  N — 

-25 

1  1  1  II  1  1  1  1  1  1  1  1  1  1  1  1 

1  1  II  1  1  1  1  1 

'82 

'  '83 

Energy 


+  25 


-25 


'82 


0.8 


I  I  I  I  1  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'83 


Technology 

|  +  1.9| 

-25 

1  I  1  1  I  I  I  I  1 

I  1  1  1  1  1  1  I 

II  !  1  1  1  1  I  1 

'82 

•  '83 

Consumer  durables 

+  25  / 

-25 

1  1  1  1  II  1  1  II  1  1  1  1  1  1  1  II  1 

1  1  1  |  1  1 

'82 

1  '83 

Finance 


-25 
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'82 


"83 


Transportation 


+  25 


I  I  |  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  |  I  I 
•82  ''83 


Consumer  nondurables  and  services 
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Raw  materials 

+  25 

-25 

1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

i  ii  ii  1 1 1 

'82 

1  '83 

Utilities 


-25 
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What  The  Analysts  Think 


Standing  by  their  guns.  Despite  the  failure  of  oil  stocks  the  energy  shares.  Note,  however,  that  defensive  utilities 
to  follow  through  with  gains  as  large  as  those  recorded  have  quietly  moved  back  from  fourth  place  to  third, 
earlier  in  the  year,  analysts  are  still  most  optimistic  about    Meanwhile,  overall  opinion  has  not  budged  in  weeks. 


The  experts'  consensus 


2.32 


2.40 


2.48 


2.72 


J  I  L 


I     l     i     i     I     I    I  I 


d]Fmam;j  a  sondj 


Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  ago 

1 

Energy 

2.61 

1 

2 

2 

Technology 

2.62 

2 

1 

3 

Utilities 

2.69 

4 

4 

4 

Capital  goods 

2.71 

3 

3 

5 

Finance 

2.77 

5 

6 

6 

Transportation 

2.79 

6 

5 

7 

Raw  materials 

2.81 

7 

7 

8 

Consumet  nondurables 

2.83 

8 

8 

9 

Consumer  durables 

3.01 

9 

9 

Opinion  ratings  are  ranked  on  a  scale  of  1  (strong  buy)  to  5  (strong  sell).  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  groups 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite     graphed  above.  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  1/21/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Extra  towels  on  the  rack.  Mints  on  my  pillow.  That  means  someone  like  Monique  or 
Inga  really  cares  about  me  when  I'm  traveling  overseas.  And  when  I  see  the  Teleplan 
44 1  — _     sign,  I  know  the  hotel  cares.  It  means  no  unreasonable  hotel  surcharge 
1  Slew   fees  that  have  been  known  to  push  a  $20  phone  call  up  to  $50  or  more. 
k|p>rf*  The  Bell  System,  working  with  leading  hotel  groups,  has  introduced 
■       *~      Teleplan  at  all  the  hotels  listed  at  the  right.  Stay  where  they 
OCCciUSC    care*  ^  a  hotel  with  Teleplan,  the  fair-cost  way  to  call  home. 


These  Leading 
Hotels  are 
Teleplan  Hotels 

COMFORT  HOTELS 
INTERNATIONAL 

United  Kingdom 

Netherlands 

France 

GOLDEN  TULIP 
HOTELS  HOLLAND 

HILTON 

INTERNATIONAL 
Worldwide 

INTER-HOTELS 
SWITZERLAND 

LEDRA  HOTEL 

Nicosia,  Cyprus 

THE  LYGON  ARMS 
Broadway, 
Worcestershire, 
England 

MANDARIN  HOTELS 

INTERNATIONAL 

LIMITED 

Hong  Kong  _ 

Indonesia 

Philippines 

Thailand 

MARRIOTT  HOTELS 

NOVOTEL 
Germany 
Austria 

HOTEL  ASSOCIATIONS 
OF: 

Ireland 

Israel 

Panama 

Portugal 

Want  to  know  more? 
Call  our  International 
Information  Service, 
toll  free: 
1  800  874-4000. 


Bell  System 


Statistical  Spotlight 


The  bull  is  barely  out  of  the  pen,  but  a 
number  of  stocks  are  already  being  priced 
like  the  skyrockets  of  the  late  1960s. 

Highflyers 
already 


JBp  A  GROUP,  THE  23  out  of  the  30 
*Ml)ow  stocks  that  arc  making 
A  ^kmoney  recently  sold  at  a 
price/earnings  ratio  of  just  under  11. 
However,  some  stocks  have  already 
been  driven  up  by  the  rising  market  to 
really  dizzying  heights.  The  following 
table  lists  35  companies  that  lately 
were  at  a  minimum  of  31  times  the 
most  recent  12-month  reported  earn- 


ings. The  priciest  has  a  truly  strato- 
spheric 86  P/E.  As  a  group  they  aver- 
age more  than  41. 

There  is  something  going  on  here 
besides  merely  placing  a  bet  on  a  re- 
covery by  recession-depressed  earn- 
ings. A  quick  look  at  what  these  com- 
panies do  confirms  the  impression 
that,  in  some  quarters,  the  "go-go" 
psychology  is  beginning  to  reawaken. 

Shooting  for  the  stars 


Small  computer  firms,  electronics 
outfits  and  telecommunications  com- 
panies heavily  predominate.  Does 
this  sound  familiar? 

But  notice  also  that  there  are  hous- 
ing-related stocks — such  as  Champi- 
on Home  Builders  and  Pulte  Home — 
on  the  list.  This  classically  cyclical 
industry  has  lately  been  given  quite  a 
whirl  on  Wall  Street.  In  addition,  the 
three  retail  firms  that  appear  on  our 
table — Hechinger,  Home  Depot  and 
Lowe's  Cos. — cater  to  the  home-im- 
provement market. 

Compared  with  highest  reported 
earnings  in  1980  or  1981,  "low- 
priced"  electronics  firm  AVX  weighs 
in  at  12.8  times  1980  earnings.  The 
next  lowest,  engineering  services  and 
research  firm  Bolt,  Beranek  &  New- 
man, weighs  in  at  23. 

Now  try  1983  estimated  earnings. 
Only  four  of  them  are  selling  below 
20,  while  five  are  selling  for  more 
than  30  times  what  analysts  estimate 
they  will  earn  in  1983,  according  to 
figures  supplied  by  Institutional 
Brokers  Estimate  System  (IBES).  (Esti- 
mates for  three  were  unavailable.) 

On  the  low  end,  AVX  is  selling  at 
16.5  times  estimated  1983  earnings 


With  the  Wilshire  index  selling  at  less  than  12  times  premium  above  the  rest  of  the  market.  Watch  out  if  the 
earnings,  these  highflyers  are  priced  at  a  considerable    recovery  is  late  or  there  is  a  major  market  correction. 


Company  Ibusin  ess 

Recent 
price 

P/E 

1980 

 Earnings  per  share  

latest 
1981        12  months 

1983 
estimate 

Book 
value/ 
share 

Analog  Deyices/electronics 

29 '/4 

36 

$0.88 

$0.40 

$0.82 

$1.17 

$6.29 

Anderson  ]acobsonlcomputer  equipment 

23% 

53 

0.70 

0.36 

0.45 

NA 

5.97 

Avantek/ electronics 

22  % 

39 

0.43 

0.55 

0.57 

0.86 

3.57 

AVX/ ^electronics 

225/s 

35 

1.76 

-0.60 

0.65 

1.37 

13.52 

Boh  Beranek  &  Newraan/;W.i,  engineering  svs 

31% 

33 

1.37 

0.44 

0.97 

1.50 

11.17 

Champion  Home  Builders/manufactured  housing 

5% 

48 

-0.05 

0.10 

0.12 

0.23 

0.99 

Communications  Inds/ telecommunications 

32% 

32 

0.68 

0.97 

1.02 

1.31 

2.73 

Computer  Consoles/co////«</er  equipment 

40% 

33 

0.96 

1.12 

1.21 

1.80 

6.28 

Cordis/ 'health  care  supplies 

47 

34 

1.10 

-3.25 

1.37 

2.72 

20.09 

Cray  Research/co//2,0/<ter  equipment 

39»/2 

37 

0.85 

1.32 

1.08 

1.87 

6.95 

Dysmlcomputer  equipment 

17% 

32 

0.74 

0.38 

0.55 

0.87 

1.47 

Fay's  Drug/ 'drugstores 

13% 

32 

0.17 

0.54 

0.41 

1.02 

3.35 

GenRad/ electronics 

34% 

62 

1.39 

-0.23 

0.56 

1.67 

9.55 

Hechinger// vtail 

35% 

31 

0.82 

0.94 

1.14 

1.48 

4.36 

Home  Depot/retail 

29% 

70 

0.05 

0.12 

0.42 

1.07 

0.35 

Intergraph  /computer  equipment 

53% 

64 

0.50 

0.75 

0.84 

1.68 

4.38 

Kinder-Care  Learning  Cissl day-care  centers 

22 

30 

0.55 

0.56 

0.73 

1.07 

3.43 

Liebert/ computer  center  control  sys 

30>/4 

34 

0.38 

0.65 

0.88 

1.20 

3.64 

Lowe's  Cos/retail 

35% 

31 

0.97 

0.91 

1.15 

1.86 

6.06 

Managemt  Science  of  Amer/ 'computet-  software 

23% 

58 

0.27 

0.42 

0.41 

0.72 

2.73 

NA:  Not  available. 

Sources  Wilshire  Associate 

s,  Standard  & 

Poor  's,  Institutional  Brokers 

Estimate  System  (IBESI  of  Lynch,  Jones  &  R)an. 


FORBES,  FEBRUARY  14,  1983 


Shooting  for  the  stars 


 Earnings  per 

share  

DUUK 

Recent 

latest 

1983 

value/ 

Company//;/ tsiness 

price 

P/E 

1980 

1981         12  months 

estimate 

share 

iWsrion  \j&\)sl  ethical  drugs 

$0.90 

SI. 09 

<K1  47 
*D  1 .4-  / 

NBllcomputer  equipment 

41% 

33 

0.47 

0.81 

1.25 

1.59 

8.00 

Pulte  Home/building 

43  V* 

38 

0.94 

U.  /  J 

1   1  A 

2.52 

5.82 

Quality  Care/health  care  sen  ices 

73A 

86 

-1.07 

—  0.38 

0.09 

NA 

neg 

Rouse  Co/real  estate 

26% 

46 

0.29 

0.37 

0.58 

0.65 

4.09 

Sensormatic  Electronics///'*:'//  control  devices 

42  Vi 

36 

0.47 

0.72 

1.19 

1.85 

2.78 

Shared  Medical  Sys/ 'health  care  computer  svs 

52 'A 

32 

1.10 

1.37 

1.65 

2.12 

5.35 

Skyline  Corp/ manufactured  housing 

245/8 

42 

0.54 

0.60 

0.58 

1.26 

10.17 

Tandem  Computers/ computer  equipment 

257/8 

34 

0.35 

0.72 

0.76 

1.15 

5.63 

Tandon/ 'computer  equipment 

32l/4 

44 

0.12 

0.26 

0.73 

1.22 

0.84 

Tele-Communications/0}7V,  cable  TV 

2&Va 

48 

0.34 

0.48 

0.56 

0.42 

8.95 

TIE  Communications//f/eco/«;«/////crt//o//5  equip 

40s/s 

37 

0.36 

0.86 

1.09 

NA 

3.40 

Wal-Mart  Stores/rtVc/// 

47 

31 

0.87 

1.25 

1.53 

2.32 

4.99 

Wang  Labs*/ 'computer  equipment 

33  Vi 

36 

1.00 

1.36 

0.93 

1.17 

4.13 

Winnebago  Inds/ recreational  vehicles 

13%  ' 

37 

-0.54 

0.19 

0.36 

0.58 

2.83 

'Class  B.    NA:  Not  available     neg:  Negative.  Sources;  Wilsl)ire  Associates;  Standard  &  Poor  's.  Institutional  Brokers 

Estimate  System  (IBES)  of  lyncl),  Jones  &  Ryan 


ind  Pulte  Home,  at  17.1.  In  contrast, 
rele-Conimunications  has  an  esti- 
mated multiple  of  63.7. 

There's  no  doubt  that  excellent 
earnings  growth  deserves  a  premium 
n  the  marketplace,  and  some  of  these 
stocks  have  had  results  that  look 
genuinely  spectacular.  The  question 
s:  what  price? 

To  justify  prices  like  these,  you 


have  to  look  past  1983  to  projected 
earnings  for  1984,  1985  and  beyond. 
Sometimes,  far  beyond. 

What  does  it  all  mean?  The  reap- 
pearance of  such  multiples  on  stocks 
like  these  suggests  that  the  first,  glori- 
ous, easy  phase  of  an  up  market,  when 
you  could  buy  almost  anything  and 
get  a  good  ride,  may  be  drawing  to  a 
close.  A  solid  economic  recovery, 


once  it  appears,  may  justify  further 
general  rises  in  stock  prices,  even  over 
a  couple  of  years,  as  did  past  recover- 
ies. But  for  an  investor  who  wants  to 
get  on  the  bandwagon  now,  the  time 
is  clearly  at  hand  when  he  would  be 
well  advised  to  look  at  the  stock's 
price  and  relate  it  to  the  company's 
near-term  prospects,  not  just  The 
Street's  optimism.  ■ 


Now  Available  Direct  From  S&P— 

MASTER 
REFERENCE 
SOURCE  TO 
ALL  STOCKS 

•  reveals  facts  no  other  source  can  provide 
•  easy  to  use 
•  special  offer  saves  you  $12 


SEC  URITY  OWNIR  SV 

STOCK 


Save  nearly  20%  when  you  order 
Standard  &  Poor's  Stock  Guide  right  now. 

Now  you  can  be  sure  of  getting  your  own  copy  of  Standard  &  Poor's  Stock  Guide  each 
month  on  a  money-saving  offer  If  you  act  now,  you'll  be  guaranteed  a  monthly  copy 
(at  considerable  savings)  of  the  investment  bible  relied  upon  by  over  375,000  investors 
Every  month,  you'll  receive  a  268-page  handbook,  packed  with  potentially  explosive 
profit  opportunities  It's  the  Source  that  other  sources  turn  to  The  reason  Its  solid, 
immediately  helpful  quarter  of  a  million  (250.000)  market- related  investment  facts 

48  easy-to-use  features 

•  5100  common  and  preferred  stock  profiles  •  Exclusive  S&P  Earnings  and  Dividend 
Rankings  for  Common  Stocks  •  Ratings  for  Preferred  Stocks  •  Institutional  Holdings 

•  Trading  Volume  •  Price  Earnings  Ratios  •  Price  Ranges  •  Dividend  data,  yields, 
records  •  Earnings  per  share  histories  •  Capitalization  •  Financial  position,  including 
shares  outstanding  •  Exclusive  Earnings  Estimates  •  380  Leading  mutual  funds  •  S8<P  500 
Index  and  Option  Indicators  •  Quality  Ratings  •  Weekly  Stock  Price  Indexes  by  Industry 
Groups  •  Recommended  Stocks    and  much,  much  more. 

Save  nearly  20%  with  a  100%  money-back  guarantee 
on  this  absolutely  unique  investment  aid. 

Take  advantage  of  this  special  offer  of  just  $54,  including  postage  You'll  save  $12  off 
the  regular  price  If  not  absolutely  pleased,  receive  a  full  refund  on  all  unmailed 
issues  Mail  the  coupon  today,  or  call  Toll-Free  1-800-852-5200,  Ext  7.  (In  New  Jersey 
1-800-442-1300,  Ext  7.) 


ACT  NOW!  MAIL  COUPON  OR  PHONE  TODAY! 


Standards  Poor's  1983 


WMm  IS'1  tW-1  3  f 


12 


c*  eel  coi  »  if 
^Eatd  times  ahj  ate 


!  .«  ll  Jt  i)  li 


Utility  l 


STANDARD  &  POOR'S  CORPORATION 

25  BROADWAY,  NEW  YORK,  N.Y.  10004 

Please  enter  my  tax-deductible  subscription  to  your  Stock  Guide  for  only  $54  for 
12  monthly  issues  —  a  $12  savings  from  the  regular  price  If  not  completely  satisfied, 
I  will  receive  a  full  refund  on  all  unmailed  issues 


Name  (Print) . 
Address  


City  

□  Payment  enclosed 
□ 1  prefer  to  charge  to 

ACCOUNT  -  


.State . 


-Zip. 


□  Bill  me 

□  American  Express 


^MasterCard  DVisa 
 EXPIRES  


SIGNATURE  

ADD  APPROPRIATE  SALES  IAX       NEW  SUBSCRIBERS  ONLY 

No  assignment  ol  this  agreement  without  subscriber's  consent 


.J 
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There  may  be 
better  things  to  do 
withyour  company's 
insurance  money 
than  buy  insurance. 


or  the  multinational  corporation,  the  cost  of 
steering  its  assets  abroad— both  people  and 
Dperty— has  become  a  major  one,  with  pre- 
ums  ranging  from  thousands  into  millions  of 
liars  annually. 

And  always  it  has  been  thought  of  as  a 
:essary  cost  of  doing  business. 
We  would  like  to  recommend  an  alternative, 
ther  than  think  of  all  that  money  as  an 
?ense  for  your  company,  we  suggest  you 
nk  of  it  instead,  as  a  financial  tool. 
That's  right,  as  a  financial  tool.  There  are  so 
iny  ways,  today,  to  make  your  insurance 
mey  work  for  your  company  at  the  same 
le  it's  protecting  your  company.  Ways  to  free 
dr  money,  to  give  you  control  over  its  flow,  to 
nificantly  lower  your  cash  outlay.  In  short, 
ys  to  be  smart  with  your  insurance  money. 
At  AFIA,  as  a  pioneer  in  worldwide  insurance, 
offer  the  multinational  corporation  all  the 
3ertise,  innovativeness  and  capability  our  64 
irs  of  experience  have  given  us.  As  well  as  our 
ilities:  more  than  230  offices  serving  135 
antries.  And  we  offer  it  all  to  help  you  plan 
\  worldwide  programs  that  can  put  your 
urance  money  to  valuable  use. 
Programs  like  forming  your  own  captive,  in 
ence  forming  your  own  insurance  company, 
a  controlled  master  program  with  deductible 
iding  which  enables  you  to  derive  benefits 
a  captive  without  the  necessity  of  forming  a 
)tive. 

Another  significant  innovation  is  global  in- 


surance, one  program  that  covers  you  both  in 
the  United  States  and  abroad  and  has  the  effect 
of  increasing  your  insurance  buying  power 
significantly  and  providing  greater  control  of 
your  risk  management  program.  Global  pro- 
grams are  one  of  the  newest  major  develop- 
ments in  insurance.  Of  course  AFIA  offers  them. 
And  no  one  knows  how  to  make  them  work 
better  for  you  than  AFIA. 

Those  are  a  few  brief  examples  of  the  creative 
ways  in  which  insurance  can  be  made  to  work 
for  companies  today.  To  be  sure,  there  are 
others:  high  deductibles,  other  cash  flow  pro- 
grams, rating  plans  and  unbundling  of  services 
(that  is,  paying  for  only  the  insurance  services 
you  need)  to  name  but  a  few. 

Working  together  with  your  broker  and  AFIA, 
your  risk  manager,  given  centralized  control 
of  your  worldwide  insurance  programs,  can 
make  your  insurance  money  do  more  and  better 
things  than  ever  before. 

For  more  information  about  AFIA  and  some 
of  the  ways  to  make  better  use  of  your  com- 
pany's insurance  money  write  AFIA,  Dept.  A, 
110  William  Street,  New  York,  NY  10038. 


AFIA 

WORLDWIDE  INSURANCE 

Helping  business 
grow  overseas  since  1918. 


AFIA  Worldwide  Insurance,  110  William  Street,  New  York,  NY  10038,  Atlanta,  Boston,  Chicago,  Cleveland,  Dallas,  Houston,  Los  Angeles, 
Miami,  Minneapolis,  San  Francisco,  Seattle,  Washington,  D.C.  and  230  other  cities  around  the  world. 


Profiles 


rations  are  sitting  on  a  $1.5  trillion  pile  of  necott     donated    plant  to 

y>  11  Clty'  w"lcri  now  runs  11  throu^ 

money  they  don  t  know  what  to  do  with. 


The  greening  of 
white  elephants 


By  Thomas  0  Donnell 


Why  Howard  Hoffman  thinks  U.S.  cotpo-  ^SyEffEMttH 

the 
rough  a 

public  development  agency.  Kenne- 
cott  got  nd  of  an  albatross.  Waterbury 
got  1,000  jobs.  Hoffman  got  a 
$250,000  fee. 

On  average,  30%  to  40%  of  the  as- 
sets of  manufacturing  companies  is  in 
real  estate.  "Yet  they  ignore  it.  Can 
you  believe  it?"  laughs  Hoffman, 
whose  exuberance  sets  him  apart 
from  the  rather  reserved  bankers  at 
Security  Pacific's  New  York  office. 

Hoffman  almost  chortles  about  the 
opportunities  created  for  him  by  the 
current  turmoil  in  U.S.  industry: 
plant  closings,  movings,  consolida- 
tions. To  capitalize  on  the  estimated 
$1.5  trillion  worth  of  real  estate  on 
the  corporate  books,  Hoffman  or  his 
associates — the  firm  employs  over  50 
planners,  architects,  engineers,  ac- 
countants, negotiators  and  environ- 
mental experts — run  nearly  100  dog 
and  pony  shows  in  corporate  board- 
rooms each  year.  The  results  are  im- 
pressive: Maybe  30  of  those  show  real 
interest.  Of  those,  20  hire  Hoffman. 

Like  a  lot  of  people  who  have  made 
it  big,  Hoffman  illustrates  a  well- 
known  principle:  Hard  work  is  the 
most  important  ingredient  in 
success.  Hoffman  has  always 
worked  hard.  The  mid- 1930s 
were  tough  times  and  Hoffman 
had  driving  ambition.  Always  a 
planner,  he  decided  at  age  14  he 
needed  an  athletic  scholarship  if 
he  were  to  get  to  college.  So  he 
practiced  basketball  for  three 
hours  daily  and  became  a  star 
high  school  player. 

At  the  same  time,  he  supported 
himself,  mainly  by  packing  furs 
on  Seventh  Avenue  from  8  p.m. 
to  4  a.m.  five  nights  a  week.  He 
won  a  scholarship  to  George 
Washington  University  and  was 
graduated  after  serving  in  the 
Navy  during  World  War  II. 

He  got  into  real  estate  by 
chance.  He  was  offered  a  job  by 
Leonard  Gans,  a  legendary  New 
York  broker.  Next,  he  worked  for 
Charles  Benenson,  whom  Hoff- 
man calls  "the  best  real  estate 
teacher  who  ever  lived."  At  30 
Hoffman  left  and  started  his  own 
development  business  in  1957. 
He  acquired  properties  by  "steal- 
ing" them  from  companies  that 
didn't  understand  the  business.  "I 
said  to  myself,  'Someday  I'm  go- 
ing to  teach  them.'  " 


It  sounds  like  the  easiest  busi- 
ness in  the  world:  You  tell  a  cash- 
poor  corporation  how  to  turn  its 
abandoned  property  into  a  valuable 
asset.  What  could  be  easier?  "Any- 
thing and  everything,"  says  Howard 
Hoffman,  55,  who's  made  a  bundle 
since  1963  by  telling  nearly  300  big 
corporations  how  to  make  something 
out  of  what  they  thought  was  next  to 
nothing.  "This  is  the  world's  toughest 
job,"  boasts  the  once-poor  boy 
from  Brooklyn  who  has  been  on 
his  own  since  age  12.  "The  aver- 
age corporation  regards  its  empty 
buildings  as  a  large  pain  in  the 
ass.  Only  the  best  ones  know  how 
to  manage  their  assets  properly." 

By  "best"  Hoffman  means 
those  who  take  his  advice  and  use 
his  services.  Many  do,  because 
Hoffman  is  regarded  as  one  of  the 
better  real  estate  brains  in  the 
business.  Take  his  deal  with  Mc- 
Donnell Douglas.  In  1977  the 
aerospace  outfit  was  stuck  with 
an  abandoned  rocket-testing 
plant  outside  Sacramento  that 
looked  like  a  set  for  Hogan's  He- 
roes. The  250,000-square-foot 
cluster  of  buildings  on  4,000 
acres  was  surrounded  by  wire 
fences,  guard  towers,  tunnels  and 
bomb-proof  walls.  Hoffman  add- 
ed television  cameras,  an  elec- 
tronic security  system  and  came 
up  with  the  name  Security  Park. 
"Lots  of  people  laughed,"  he  says. 
But  within  three  months  the 
place  was  fully  rented  to  firms 
that  needed  privacy  or  safety. 

Hoffman,  who  recently  sold  his 
firm  to  Security  Pacific  Bank, 
rarely  finds  such  simple  solu- 


tions. Most  growth-oriented  firms  are 
looking  for  about  40,000  square  feet  of 
space.  So  what  do  you  do  with  a  Ken- 
necott  subsidiary  that  has  a  sprawl- 
ing, old  1 -million-square-foot  factory 
in  Waterbury,  Conn.? 

At  first  Hoffman  wanted  to  subdi- 
vide but  the  rents  would  have  been 
too  low  to  cover  costs.  Then  he  decid- 
ed to  make  the  site  into  an  industrial 
park,  mainly  to  be  used  by  small  man- 
ufacturing companies.  Because  the 
Waterbury  area  was  depressed,  federal 


Real  estate  consultant  Howard  Hoffman 
"This  is  the  world's  toughest  job." 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


4,000,000  Shares 


UAL,  Inc. 

Series  B  $2.40  Cumulative  Convertible  Preferred  Stock 

( without  par  value) 


Convertible  at  any  time,  unless  previously  redeemed,  into  the  Common  Stock  of  the  Company  at  the  rate  of  .585/  shares 
of  Common  Stock  for  each  share  of  Series  B  Preferred  Stock  ( equivalent  to  a  conversion  price  of  $42.71  per  share 
based  upon  a  stated  liquidation  value  of  $25.00  per  share),  subject  to  adjustment  in  certain  events. 


Price  $24  a  Share 

and  accrued  dividends,  if  any 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO.    MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Incorporated  Merrill  Lynch,  Pierce.  Fenner  &  Smith  Incorporated 

THE  FIRST  BOSTON  CORPORATION  GOLDMAN,  SACHS  &  CO.  SALOMON  BROTHERS  INC 
BEAR,  STEARNS  &  CO.  DILLON,  READ  &  CO.  INC.  DREXEL  BURNH AM  LAMBERT 

Incorporated 

E.  F.  HUTTON  &  COMPANY  INC.  KIDDER, PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

PRUDENT  I  ALB  ACHE  L.  F.  ROTHSCHILD,  UNTERBERG,  TOW  BIN 

Securities 

SHE  ARSON  I AMERICAN  EXPRESS  INC.        WARBURG  PARIBAS  BECKER        WERTHEIM  &  CO.,  INC. 

Incorporated 

January  14, 1983 


So  in  1963  he  left  real  estate  broker- 
age, setting  up  his  service  company. 
He  began  making  cold  calls  on  corpo- 
rations, seeking  $5,000  consultant 
fees.  Because  he  was  filling  a  need 
that  nobody  else  could  see,  the  busi- 
ness prospered — slowly  at  first,  then 
quickly. 

In  1973  Hoffman  went  to  Wall 
Street,  when  he  sold  his  company  to 
Lehman  Brothers.  When  Lehman 
wanted  to  sell  its  classic,  triangular 
building  at  1  William  Street,  Lehman 
says  it  did  not  know  what  the  build- 
ing was  worth.  The  other  partners 
agreed  to  give  Hoffman  a  free  hand. 
He  produced  an  expensive,  elegantly 
styled  book  describing  the  building's 


history  and  amenities.  He  marketed  it 
to  foreign  and  U.S.  companies  that 
wanted  an  American  landmark  for  the 
prestige  and  location.  Within  weeks, 
the  building  was  bought  by  an  Italian 
bank.  Price:  a  cool  $8  million. 

Hoffman  bought  back  his  company 
in  1981.  Within  24  hours  Security  Pa- 
cific made  him  an  unexpected  offer: 
an  entrepreneurial  environment  com- 
bined with  the  big  California  bank's 
muscle.  The  bank's  acquisition  is  part 
of  the  trend  by  banks  to  get  deeper 
into  fee-producing  services. 

Hoffman  offers  his  clients  a  com- 
plete service  that  includes  physical, 
sales  and  financial  planning.  Such  ad- 
vice can  run  into  money.  A  prelimi- 


nary study  and  initial  recommenda- 
tion can  start  at  $20,000.  Detailed 
plans  can  run  up  to  $250,000.  If  Hoff- 
man is  also  hired  to  carry  out  his 
recommendations,  he  is  paid  ex- 
penses plus  a  monthly  fee  tied  to 
time,  effort  and  creativity. 

The  once-poor  boy  from  Brooklyn 
now  lives  the  good  life.  He  spends 
half  his  time  in  Los  Angeles  and 
half  in  New  York.  Having  become 
an  art  fancier,  Hoffman  recently 
bought  a  six-figure  collection  of 
Marc  Chagall  paintings.  But  he's 
still  a  workaholic.  Says  he:  "Look, 
I've  got  enough  money.  But  I'm  not 
in  this  business  just  for  the  money. 
I'm  in  it  for  the  excitement."  ■ 


The  Money  Men 


Dick  Albert  runs  one  of  the  country's  top- 
rated  pension  fund  accounts.  Yet  few  peo- 
ple beat  a  path  to  his  door. 

Keeper  of 
the  formula 


By  Carol  E.  Curtis 

Time  was  when  they  called  New 
Britain,  Conn.  (pop.  83,441)  the 
Hardware  City."  But  that  was 
before  all  the  hardware  companies  fell 
on  hard  times.  Now  things  are  so 
sleepy  in  New  Britain  that  many  of 
the  parking  lots  in  town  are  free. 

Maybe  that's  why  so  few  pension 
managers  have  noticed  that  tiny  (as- 
sets, $125  million)  New  Britain  Bank 
&  Trust  Co.  is  a  national  standout  as  a 
money  manager.  For  over  a  decade  it 
has  ranked  in  the  top  1%  nationwide 
in  return  on  pension  fund  money  un- 
der its  management,  according  to 
A.G.  Becker.  Since  1972  its  pension 
fund  assets  have  posted  compound 
annual  growth  of  12.2% — 41%  better 
than  the  Dow  Jones  industrials  and 
23%  more  than  the  S&P's  500.  Those 
numbers  leave  most  private  money 
management  and  insurance  compa- 
nies in  the  dust,  let  alone  the  funds 
managed  by  big  money  center  banks. 
But  New  Britain's  pension  fund 


Dick  Albert  of  New  Britain  Bank  6  Trust 
The  formula  is  with  him. 


manager,  Dick  Albert,  42,  is  noncha- 
lant about  the  top  ranking.  Actually, 
most  of  his  daily  routine,  he  says,  is 
taken  up  with  other  matters  like  ad- 
ministering wills  and  trust  accounts. 


Common  Trust  Fund  G — the  top-rated 
fund — almost  manages  itself.  "I  spend 
very  little  time  on  the  fund,"  he  says. 
"It's  all  in  the  formula." 
The  formula? 

"Oh,  yes,  that's  why  I  came  to  New 
Britain  Bank,"  says  Albert.  "Because 
the  whole  thing  clicked.  Because  the 
formula  was  there!"  Albert  says  the 
fund  is  run  by  a  technical  timing  for- 
mula, which  tells  him  when  to  buy 
and  sell  stocks.  When  the  formula 
indicates  it's  time  to  buy,  Albert  pur- 
chases shares  in  a  stock  fund.  He's  a 
sort  of  blue  chip  random  walker  in 
terms  of  stock  picking.  The  stocks,  a 
wide  range  of  blue  chips,  are  "almost 
incidental,"  Albert  says. 

When  the  formula  says  "sell,"  the 
money  goes  into  money  market 
funds.  It  is  either  100%  in  the  market 
or  100%  out. 

"When  the  formula  says  do  it,  we 
do  it — like  it  or  not,"  says  Albert. 

So  what's  the  formula? 

"Can't  tell,"  says  Albert  firmly. 
"Sorry,  can't  tell."  Albert,  a  C.F.A. 
with  a  graduate  degree  from  the  Uni- 
versity of  Southern  California,  first 
heard  of  the  formula  a  decade  ago 
while  working  at  Bridgeport-based 
Citytrust.  He  was  assigned  to  trust 
accounts  at  the  recently  acquired 
Waterbury  National  Bank,  and 
"friends  told  me  about  a  timing  formu- 
la the  Waterbury  bank  had, "  he  recalls. 
"They  told  me  it  consistently  gave 
above-average  results."  At  the  time, 
Albert  was  not  privy  to  its  contents. 

Soon  after  it  acquired  Waterbury, 
Citytrust  found  it  had  no  use  for  the 
formula,  and  transferred  the  rights  to 
it  to  New  Britain  Bank.  Subsequently, 
Albert  began  to  track  the  formula's 
performance  on  his  own.  He  was  so 
impressed  that  the  chance  to  use  it 
was  a  major  inducement  for  Albert  to 
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Haw  to  make  a  speech 


How  to  write  a  resume 

7 


in  1 


How  to  write  dearly 


By  Edward  T.  Thompson       and  Am'u" 

Um       W  .<■.,.-    ,r..  ^*t£'u*D  " 


How  to  read  an  annual  report 


By  Jan.  Bryant  Qi*ai 


officers  and  their  addresses  »  voo 

can  write  for  annual  reports 

So  now  Galactic  industries' 

latest  annual  report  is  sitting  In 

front  of  you  ready  to  be  cracked 

How  do  you  crack  it! 

Where  do  we  start!  Not  at  the 

front.  At  the  bactd  we  don't  want 

to  be  surprised  at  the  end  of  dus 

story. 

O— —  -.  •* — 

irwts  pocket  Are  earnings  up' 
Maybe  that's  bad  They  may  be  up 
because  of  a  special  windfall  that 
wwn't  happen  again  next  year 
The  footnotes  know. 
For  what  happened  and  whv 
Now  turn  to  the  letter  from  the 
chairman.  Usually  addressed  *to  our 
stockholder*,*  it's  up  front,  and. 
shvukL  be  in  more  ways  than  one, 


quickly  be  fumed  into  cash  ate 
cuntmi  assets  On  the  nght  arc 
Ikibtfines -everything  the  company 
owes  Current  fiubriiae*  are  the  debt 
due  in  one  year,  which  are  paid  nu 
of  current  assets 

The  difference  between  currer 
assets  and  current  liabilities  is  net 
waiang  cafHtd,  a  key  figure  to 
watch  from  one  annual  {and  quar- 
terly) renin  m  .mother  If  working 
capital  shrinks,  it  could  mean  trou 
ble.  One  possibility  the  company 
may  not  be  able  to  keep  dividends 
growing  rapidly 

Look  foe  growth  here 


If  so,  profits  rnav  be  sowing 

( I  never  promised  you  that  fig- 
unng  out  an  annual  report  was 
going  to  be  easy') 

Get  out  your  calculator 
Another  impon.int  thing  to  study 
today  is  the  company's  debt  Get 
out  your  pocket  calculator,  and 
rum  to  the  balance  sheet  Divide 
long-term  liabilities  by  stock- 
holders' equity  That's  the  drbt-to 

A  high  ratio  means  that  the 
company  Kmtows  a  lor  iri  money  rt 
spark  iwgrowth  That's  okay-i/ 
bales  grow,  too,  and^thjiwjL^ 


i  i  i' .  l  may  rcliUrul  you  uf  ■  |(i»J 
.uk  wiuiwlf.  'Don  it  .rJ. 
Up  ti>  xli  the  tmr%  «  Joo  It  *L<w 

(Many  onifAr  think  Riudn'i 
Dfctf  im..f<B  ut  fllfd  wiiti  anec 
<l*n  Attiull^wuM  fhemipw. 

It  ■ L  .    ■.  "humanity*  10 um 

II       .  ■  i  if  -  -;vi'.  1  '1  .■      i,\  '■: 


used  to  be '  Better  ot  worse  than 
the  industry  norms '  Better  or 
wtirse,  after  this  recession,  than  n 
was  after  the  last  recession?  In 
company -watching,  componsoru 
mr  oil  They  tell  yixi  it  management 
Is  staying  on  top  of  things 

Financial  analysts  work  out 
many  other  ratios  to  tell  them  how 
the  company  is  doing  You  can 
leam  more  about  them  from  hooks 
On  the  subject.  Ask  your  librarian 


Bute 


[earn  from  an  annual  report  is  how 
much  to  pay  for  a  company's  stock. 
Galactic  may  be  running  well  But 


How  to  write 
a  business  letter 


Some  thoughts 
Malcolm  Forbes 

ftruJfnt  onJ  Eiir,  n  in  ( ./lit/  •  ■/  hnht- 


o-«ktl  P*f*y  <i<W  lUk&m  f»*n  to 
ihair  -  .me  dnnp  ht  \  UitmtJ  jf»  -ui  uTiorig a  fund 
Hunn^ii  lertc  '  )tif  tulr    Rt  crjNtf  tUin  " 

A  good  business  letter  can  Ret  you 
a  job  interview 

Get  you  off  the  hook. 

Or  get  you  money 

It's  totally  asinine  to  blow  your 
chances  ut  getting  urktteuT  you 
want-wirh  a  business  letter  that 
turns  people  off  instead  of  turning 
them  on 

The  best  place  to  leam  to  write 
is  in  schrxil.  If  you're  still  there,  pick 
your  teachers'  brains 

lf  not,  big  deal  I  teamed  to  ride 
a  motorcycle  at  50  and  fly  balloons 
at  52.  It's  never  too  late  to  leam. 

Over  10,000  business  letters 
come  across  my  desk  every  year 
They  seem  to  fall  into  three  caie- 
gones.  stultifying  if  not  stupid, 
mundane  (most  of  them),  and  first 
rate  (rare)  Here's  the  approach 


I've  found  th.it  sep.ir.ites  the  winners 
from  the  losers  (most  of  it's  just  good 
common  sense)-it  starts  before  you 
write  your  letter: 

Know  what  you  want 

If  you  don'i,  write  it  down-in 
one  sentence  "I  want  to  get 
an  interview  within  the  next 
two  weeks."  That  simple. 
List  the  major  points  you 
want  to  get  across-it'll  keep 
you  on  ciwrse. 

If  you're  orLsutntijij  a  letter, 
check  the  points  that  need 
answering  and  keep  the  letter 
v        in  front  of  you  while  you  write 
^     This  way  you  won't  forget 
\      anything-  that  would  cause 
\     another  round  of  letters. 
1  And  tor  gtxxlness'sake, 

B  answer  promptly  if  you're 
M   going  to  answer  at  all.  Don't 
H   sit  on  a  letter-tfiat  invites  the 
person  on  the  other  end  to  sit 
on  whatever  you  want  from  rum. 

Plunge  right  in 

Call  him  by  name  -  not  "Dear 
Sir,  Madam,  or  Ms.""Deat  Mr 
Cnnsanrhopoulos"-and  he  sure  to 
spell  it  right  That'll  get  him  (thus, 
you)  tiff  to  a  good  start 

(Usually,  you  can  gel 
his  name  just  by  phon- 
ing his  company -or 
from  a  business  directory 
in  your  nearest  library  ) 
Tell  what  your  letter 
is  about  in  the  ft  tst  para- 
graph. One  or  two  sen- 
tences. Don't  keep  your 
reader  guessing  or  he 
might  file  your  letter 
away-even  before  he 
finishes  it. 

Inthe  round  file 
If  you're  answering  a 
letter,  refer  to  the  date 


it  was  written  So  the  reader 
won't  waste  time  hunting  for  it. 

People  who  read  business  letters 
are  as  human  as  thee  and  me  Read- 
ing a  tetter  shouldn't  be  a  chore- 
reuurd  the  reader  for  the  time  he 
gives  you. 

Wrrte  so  hell  enjoy  It 
Write  the  entire  letter  from  Ins 
point  of  view- what's  in  it  for  fum  .' 
Beat  htm  to  the  draw -surprise  him 
by  answering  the  questions  and 


is  he  might  r 
Be  positive-he'll  be  more  recep- 
tive to  what  you  have  to  say 

Be  nice  Gmtrary  to  the  cliche, 
genuinely  nice  guys  rruwr  otten  fin- 
ish first  or  very  near  it.  I  admit  it's 
not  easy  when  you've  got  a  gripe 
To  be  agreeable  wink-  disagrccing- 
that's  an  art. 

Be  natural  -  write  the  way  you 
talk  Imagine  hitn  sitting  in  front  of 
you-what  would  you  suy.to  himf 

Business  jargon  Too  often  is 
cold,  stiff,  unnatural. 

Suppose  I  came  up  to  you  and 
said,  "1  acknowledge  receipt  of  your 
letter  and  1  beg  to  thank  you."  You'd 
think,  "Huh'  You're  putting  me  on." 

The  acid  test-read  your  letter 
out  Inn!  when  you're  done.  You 

might  get  a  shock-but 
youllknow  for  sure  if  it 
sounds  natural. 

Don't  be  cute  or 
flippant  The  reader  won't 
lake  you  seriously.  This 
doesn't  mean  you've  got 
I  to  be  dull.  You  prefer 
your  Icttet  to  knock  'em 
dead  rather  than  Wire 
'em  to  death. 

Three  points  to 
remember; 

Have  a  sense  of 
humor  That's  refreshing 
jriswftcrc  -a  nice  surprise 


in  a  business  letter. 

Be  specific-  It  I  tell  you  there's  a 
new  fuel  that  could  save  gasoline, 
you  might  not  believe  me.  But  sup- 
pose 1  tell  you  this; 

"Gasoho!"-  10%  alcohol,  90% 
gasoline  -works  as  well  as 
straight  gasoline.  Since  you  can 
make  alcohol  from  grain  or  com 
stalks,  wood  or  wood  waste,  coal- 
even  garbage,  it's  worth  some 
real  fol low- through. 

Now  you've  got  something  to 
sink  your  teeth  into. 

Lean  heavier  on  nouns  and 
verbs,  lighter  on  adjectives  Use  the 
active  voice  instead  ol  the  passive 
Your  writing  will  have  more  guts. 

Which  of  these  is  stronger? 
Active  voice:  "I  kicked  out  my  mon- 
ey manager  "  Or,  passive  voice:  "My 
money  manager  was  kicked  out 
by  me."  (By  the  way.  neither  is  true. 
My  son,  Malcolm  Jr.,  manages  most 
Forbes  money-he's  a  brilliant 
moneyman.) 


worth.  Right  *m.  Go  through  your 
entire  letter  fUH  as  many  times  as 
it  takes.  S»atU*  am  ■w4fo 


Give  it  the  best  you've  got 

When  you  dim  t  want  something 
enough  to  make  the  effort,  making 

Make  your  letter  W>k  appetizing 
-or  you'll  strike  out  before  you  even 
get  to  bat.  Type  it-on  good-quality 
8'/2"x  II"  stationery.  Keep  it  neat. 
And  use  paragraphing  that  makes  it 
easier  to  read- 
Keep  your  |et  tet  short- to  one 
page,  if  Possible.  Keen  your  para- 
graphs short.  After  all,  who's  going 
to  benefit  if  your  letter  is  quick  and 
easy  to  read' 
You. 

lor  emphasis,  underline  unpor 


tant  words.  And  sometimes  indent  found  out.  (The  latter,  not  speaking 
sentences  as  well  as  paragraphs.        from  experience. ) 

Like  this.  See  how  well  it  Edit  ruthlessly  Somebody -ha*, 

works.'  ( But  save  it  for  some-  w,d  tIiat  *°rds  are  ^  ^  inflated 
thing  special. )  money  -  the  more     »h em  that  you 

« a  I  e      vt  use,  the  less  each  one* 

Make  |t  perfect  No  typos,  no 
misspellings,  no  tactual  error-  It 
you're  sloppy  and  let  mistakes  slip 
by,  the  person  reading  your  letter 
will  think  you  don't  know  better  or 
don't  care.  Do  you? 

Be  crystal  clear  You  won't  get 
what  you're  after  if  your  reader 
doesn't  get  the  message. 

Use  good  English  It  yuu're  still 
in  school,  take  all  the  bnglish  and 
writing  courses  you  can.  The  way 
you  write  and  speak  can  really  help 
-or  hurt. 

If  you're  not  in  school  (even 
if  you  are),  get  the  little  71-page 
gem  by  Smink     White,  Elements 
o/ Style  It's  in  paperback.  It's  fun 
to  read  and  loaded  with  tips  on 
good  bullish  and  good  writing. 
Don't  put  on  airs. 
Pretense  invariably  impresses 
only  the  pretender. 

Don't  exaggerate  Rven 
once  Your  reader  will  suspect 
everything  else  you  write. 

Distinguish  opinions  from 
facts  Your  opinions  maybe 
the  best  in  the  world.  But 
they're  not  gospel.  You  owe  it 
to  your  reader  to  let  him  know 
which  is  which.  Hell  appreci- 
are  it  and  he'll  admire  you. 
The  dumbest  people  I  know 
are  th»)se  who  Know  It  All. 
Be  honest.  It'll  get  you 
further  in  the  longrun.  If  you're 
not, you  won't  rest  easy  until  you're 

Today,  the  printed  word  is  more  vital  than  ever.  Now  there  is 
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Sum  it  up  and  get  out 

The  last  paragraph  should  tell  the 
reader  exactly  what  you  wtiiu  nim 
to  do~or  what  you're  going  to  do. 
Short  and  sweet.  "May  1  have  an 
appointment .'  Next  Monday,  the 
16th,  I'll  call  your  secretary  to  see 
when  it'll  be  most  convenient  for 


you. 


(  Ins 


like,  "Sincerely."  And  for  heaven's 
sake  sign  legibly  Tlie  biggest  ego 
rnp  I  know  i-  a  completely  illegible 
signature- 
Good  luck. 

I  hope  you  get  what  you're  after. 
Sincerely, 
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join  New  Britain  in  1978. 

Albert  admits  that  most  of  his  col- 
leagues in  the  banking  business  are 
suspicious  of  the  formula's  underly- 
ing assumption  that  it  is  possible 
through  technical  analysis  to  call 
turns  in  the  stock  market  without 
detailed  study  of  companies  and  in- 
dustries. "Most  of  my  colleagues  are 
fundamentalists,"  he  explains.  "They 
call  technical  analysis  witchcraft." 
That  it  is  a  threat  to  their  livelihood 
may  also  have  something  to  do  with 
their  sneering  at  it. 

There's  no  sneering  at  the  results, 
though.  Albert  recalls  a  day  in  April 
1980,  just  before  that  year's  big  bull 
market  began.  "We  sat  around  wring- 


ing our  hands,"  he  says,  "because  the 
formula  told  us  it  was  time  to  buy, 
and  we  didn't  agree." 

Swallowing  hard,  he  bought  stocks 
anyway,  and  saw  a  30%  gain  on  the 
fund's  money  before  the  sell  signal 
came  in  September.  That  year  the 
fund  gained  nearly  45%,  double  the 
gain  in  the  Dow  Jones  averages. 

But  the  real  beauty  of  the  formula, 
Albert  believes,  is  its  performance  in 
down  markets.  In  the  last  five  down 
markets,  the  Dow  Jones  lost  an  aver- 
age of  13%  each  year.  New  Britain 
fund's  average  for  the  same  five  years 
is  a  loss  of  just  over  1%  per  year. 

The  more  Albert  talks,  the  more 
curious  one  becomes  about  the  for- 


mula. But  Albert's  hps  are  sealed. 

While  the  fund's  pension  assets  are 
now  $75  million,  up  from  S15  million 
five  years  ago,  Albert  is  feeling  a  bit 
neglected  these  days.  Many  of  Con- 
necticut's biggest  companies  contin- 
ue to  look  to  the  money  center  banks 
for  pension  fund  management.  "They 
just  haven't  recognized  what  is  in 
their  own  backyard,"  he  complains. 

Not  surprising  when  you  think  of 
it.  How  many  people  are  willing  to 
put  their  trust  in  a  formula  they  know 
nothing  about?  Smacks  of  magic,  of 
mantras.  Then,  too,  it  might  help  if 
New  Britain  had  a  better  lunch  spot 
than  the  McDonald's  right  across  the 
street  from  the  bank.  ■ 


Buying  securities  when  nobody  else  wants 
them  can  be  highly  profitable — so  long  as 
there  aren't  too  many  players  in  the  game. 

One  junk  dealer 
too  many? 


By  Richard  Phalon 

J^t  first  sniff,  the  portfolio  gives 
a  ripe  odor.  A  Si 00  million 
mm  flbbundle  oriented  to  distress 
merchandise,  it  includes  reorganiza- 
tions like  AM  International  and  Bran- 
iff;  a  slug  of  Mexican  bonds;  a  basket- 
ful of  marginal  items  like  Armco  steel 
and  General  Public  Utilities.  Who 
wants  stuff  like  this  in  a  runaway 
market  paced  by  quality  stocks? 

Arthur  Zeikel,  head  of  Merrill 
Lynch's  mutual  fund  group,  does.  So 
does  his  portfolio  manager  Ken  Fra- 
zee.  High-risk/high-reward  situations 
are  what  make  Merrill's  new  Phoenix 
Fund  and  its  allout  approach  to  con- 
trarian investing  tick.  "It  may  look 
like  low-priced  junk,"  says  the  ener- 
getic Zeikel  from  behind  the  smoke 
screen  of  his  midmorning  cigar,  "but 
we've  done  our  homework  and  we 
believe  the  market  has  overlooked  the 
real  value  of  what  we're  invested  in." 

That  is  a  succinct  summation  of  the 
mission  handed  to  portfolio  manager 
Frazee.  An  astringent  wit,  he  carefully 


disavows  the  implications  of  his  prep 
school  nickname  (Crazy  Frazee)  and 
ticks  off  the  three  broad  categories  on 
which  the  Phoenix  Fund  is  focusing  in 
about  equal  parts:  companies  in  reor- 
ganization (Wickes  and  Manville,  for 
example);  borderline  situations  that 
may  be  headed  for  reorganization 


Diamonds  in  the  ashes? 


(Castle  &  Cooke  and  Western  Air 
Lines);  outfits  showing  poor  results  in 
a  depressed  industry  (Celanese  and 
Carter  Hawley  Hale). 

Does  the  approach  work?  Too  early 
to  tell.  Launched  last  November,  the 
fund  is  only  about  40%  invested.  Net 
asset  value  has  risen  from  the  original 
$9.35  to  $9.91  a  share,  thanks  to  inter- 
est income  on  the  fund's  idle  cash  and 
unrealized  capital  gains.  Zeikel 
thinks  Phoenix  will  probably  not  be 
fully  invested  until  early  spring,  and 
is  not  pushing  Frazee  to  get  up  to 
cruising  speed.  "We're  taking  a  solid 
analytical  approach,"  says  Zeikel.  "It 
isn't  just  buying  things  because  they 
look  down-and-out." 

Frazee  narrowed  the  fund's  uni- 
verse early  on  to  300  issues,  and  is  in 
the  process  of  winnowing  those  to  a 
more  finite  constellation  of  60  to  70 
issues.  The  object,  of  course,  is  to  find 
situations  that  have  fallen  through 
the  analytical  cracks.  The  premise  is 
that  large  segments  of  the  distress 
merchandise  market  are  inefficient 
and  offer  rich  gains  to  anyone  alert 
enough  to  spot  generally  unrecog- 
nized values.  "Our  concept  is  that  the 
market  tends  to  go  to  extremes  on 
both  good  and  bad  news,"  says  Frazee. 
Bad  news  is  his  milieu. 

Merrill  Lynch  doesn't  have  a  mo- 
nopoly on  that  truism.  Phoenix  re- 
sembles British  funds  that  have  been 
specializing  in  "recovery"  plays  for 
some  time  now.  It  has  plunged  its 
spade  into  a  market  that  has  been 
successfully  mined  for  years  by  such 
respected  competitors  as  Max  Heine 
and  his  Mutual  Shares  fund,  the  First 
Investors  Bond  Appreciation  Fund 
and  other  major  Wall  Street  compa- 
nies like  Bear,  Steams  &  Co. 

So,  the  field  may  be  getting  crowd- 
ed. Michael  Price,  vice  president  of 
Mutual  Shares,  notes  there  is  a  new 
and  heavy  retail  interest  in  the  reorga- 
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lization  game.  It  has  been  stimulated 
)y  such  toothsome  success  stories  as 
>enn  Central  and  the  metamorphosis 
)f  Toys  'R'  Us  and  Orion  Capital,  re- 
ipectively,  out  of  the  wreckage  of  In- 
erstate  Stores  and  Equity  Funding. 
:razee  is  the  first  to  concede  that  bar- 
pins  have  become  tougher  to  spot 
tnd  more  pricey  than  they  used  to  be. 
'We've  already  had  to  pay  higher 
)rices,"  he  says.  "The  market  has  got- 
en  richer  because  there  are  so  many 
ilayers.  Bankruptcy  paper  is  selling 
nuch  higher  as  a  percentage  of  value 
han  in  other  down  cycles." 

Are  the  bargain  hunters  starting  to 
tumble  all  over  each  other?  Accord- 
ng  to  Michael  Price,  there  is  "some 
>verlap"  in  the  Mutual  Shares  and 
'hoenix  portfolios.  Both  manage- 
nents  have  generally  followed  the 
:onventional  strategy  of  sticking  to 
enior  debt  in  reorganization  plays, 
hit  in  Manville  Corp.  Frazee  has  es- 
:hewed  the  building  materials  com- 
>any's  bonds — which  Mutual  Shares 
>egan  snapping  up  early  on  for  as  little 
is  40  cents  on  the  dollar — in  favor  of 
he  common  and  some  preferred, 
'hoenix  owns  about  220,000  shares 
(ought  at  an  average  of  "$9  and 
hange."  The  common  has  recently 
>een  trading  at  around  12,  and  Frazee 
hinks  that  it  offers  "more  upside  po- 
ential  than  straight  debt." 

The  Merrill  Lynch  Fund  thus  shows 
vidence  of  being  somewhat  more  of  a 
isk  taker  than  its  competitors.  This 
hows  in  its  purchase  at  78  cents  on 
he  dollar  of  $3  million  worth  of  rare- 
y  traded  Mexican  bonds,  the  15s  of 
988.  "We  went  long  because  we're 
»ptimistic,"  says  Frazee  with  a  laugh, 
t's  easy  to  be  optimistic  when  you  are 
mying — as  Phoenix  did — "from  a  dis- 
ress  seller  at  10  points  below  the 
aarket."  Frazee  sees  the  bonds  as  "a 
hort-term  opportunity." 

One  of  its  most  contrarian  bets  so 
ar  is  in  troubled  General  Public  Utili- 
ies,  of  Three  Mile  Island  fame.  Sell- 
ng  as  low  as  33/s  as  recently  as  1980, 
he  stock  has  climbed  to  a  three-year 
ligh  of  around  8%.  Frazee  jumped  in 
t  65/s  because  he  spotted  a  regulatory 
hange  that  permitted  a  sizable  step- 
ip  in  depreciation  allowances  on  the 
lamaged  reactor — cash  flow  of  maybe 
11.50  a  share  that  the  utility  will  be 
ble  to  shift  out  of  a  nonearning  asset 
nto  earnings  assets. 

Of  course,  there  is  a  possibility  that 
IPU  may  be  forced  to  take  a  writeoff 
in  the  crippled  generator,  which  may 
ntirely  wipe  out  equity  holders.  That 
:ind  of  risk  creates  opportunities  for 
houghtful  gamblers,  but  the  opportu- 
tities  start  to  shrink  when  too  many 
>eople  start  hunting  for  them.  ■ 
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$500,100,000 

Outdoor  Advertising  Associates,  L.P. 


has  acquired  the  Outdoor  Advertising  Display! 
and  Certain  Other  Assets  of  the 


Foster  &  Kleiser  Division  of  Metromedia,  Inc. 


We  at  ted  as  financ  ial  advisor  to 
Metromedia.  Inc  in  this  transat  tion 


$350,000,000  of  Secured  Bank  Debt 
$80,100,000  in  534  Limited  Partnership  Units 
$70,000,000  Subordinated  Secured  Promissory  Note 


These  securities  have  been  placed  by 


Bear,  Stearns  &  Co. 

Members  New  York  Stn(  k  Exchange,  inc 

55  Water  Street 

New  York,  New  York  10041 

New  York/ Atlanta/Boston/Chicas>o/ Dallas/Los  Angeles/San  Francisco 
Amsterdam/Geneva/Honn  Kong/London/Paris 


Tick,Tick,Tick. 

Imagine  living  with  a  potential  time  bomb  inside  you  That's  exactly  what 
it's  like  for  the  thousands  of  sons  and  daughters  of  Huntington's  Disease  victims 

They  wait.  Hoping  that  the  50/50  odds  of  inheriting  this  terrifying,  fatal 
illness  fall  in  their  favor.  With  no  possible  way  of  knowing  if  and  when  it  will  strike 

Until  the  bomb  goes  off 
Give  generously  to  the  National  Huntington's  Disease  Association 

Help  make  this  generation  its  last. 

KD  National  Huntington's  Disease  Association  128A  East  74  Street,  N  Y  ,  N  Y  10021 

This  space  contributed  by  publisher 
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w  Trade 
the  Market 
with 

Limited  Risk 

S&P500 
Options 

7-  housands  of  investors  have  discovered  that  stock  index 
futures  are  an  excellent  way  to  participate  in  movement  of 
the  overall  stock  market.  Now  there's  a  way  to  take  advantage 
of  that  market  movement  and  limit  your  risk  at  the  same  time. 
S&P  500  Options  are  listed  puts  and  calls  based  on  the 
highly  successful  S&P  500  Futures  contract,  which  accounts 
for  more  than  60  percent  of  the  total  volume  of  all  stock  index 
futures  traded.  Both  are  based  on  the  S&P  500  Stock  Index 
and  traded  exclusively  on  the  Chicago  Mercantile  Exchange's 
Index  and  Option  Market. 

S&P  500  Options  allow  you  to  apply  listed  option  strategies 
to  the  market  as  a  whole— not  just  individual  stocks.  You  can: 

•  buy  calls  in  anticipation  of  a  general  market  rise, 

•  buy  puts  in  a  declining  market, 

•  write  options  to  generate  incremental  income, 

•  buy  options  to  protect  portfolio  values,  and 

•  buy  options  to  establish  market  entry  or  exit  points. 
To  learn  more  about  the  Ultimate  Option,  ask  your  broker  for 

copies  of  "Options  on  Futures"  and  "Inside  S&P  500  Options!' 
He  or  she  also  can  show  you  a  videotape  featuring  Louis  Rukeyser, 
host  of  public  television's  Wall  Street  Week,  that  explains  how 
this  new  product  can  fit  into  your  overall  investment  program.  ■ 

Markets  For  Today's  Investor 

C/t)  INDEX  AND 

>y  'option 

w  MARKET 

DIVISION  OF  CHICAGO  MERCANTILE  EXCHANGE® 

444  W.  Jackson  Blvd.  ■  Chicago,  IL  60606  ■  312/648-1000 
Offices  in  New  York  and  London 
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Capital  Markets 


The  billions  flooding  into  the  new  money 
market  deposits  will  push  mortgage  rates 
well  below  the  current  12%. 

THE  WAITING 
GAME 


By  Ben  Weberman 


If  you  are  shopping  for  a  house  or 
about  to  sell  one,  don't  fall  for  the 
line  that  is  being  peddled  by  many 
bankers.  They  are  trying  to  con- 
vince people  that  mortgage  rates, 
having  dipped  from  around  1 7%  to 
around  12%,  have  dropped  about  as 
low  as  they  are  going  to. 

What's  going  to  bring  them 
down?  The  billions  of  dollars  pour- 
ing into  the  new  money  market  de- 
posit accounts  of  banks  and  thrifts. 

Of  course,  bankers  have  an  under- 
standable motive  for  telling  you  not 
to  wait.  They  want  to  lock  you  in 
now,  while  the  rates  are  higher.  But 
it's  no  secret:  Banks  and  savings  in- 
stitutions are  pulling  in  more  mon- 
ey than  they  know  what  to  do 
with — $147  billion  during  the  first 
four  weeks  since  the  new  money 
market  deposit  accounts  began.  A 
lot  of  that  money  is  finding  its  way 
into  the  mortgage  market  and  bring- 
ing rates  down. 

Since  last  February,  mortgage 
lending  rates  have  come  down  by 
five  full  percentage  points.  I  am  con- 
vinced there  is  easily  potential  for  a 
further  decline  of  2%  to  4%  in  the 
next  year.  The  California  lenders — 
who  frequently  set  the  trend  for  the 
rest  of  the  country — are  now  charg- 
ing less  than  12%  on  adjustable-rate 
mortgages.  Great  Western  Financial 
of  Beverly  Hills  is  asking  IIVa%  for 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


adjustable-rate  mortgages  and 
1 1  lA%  for  refinancing  of  mortgages 
held  by  its  customers.  It  is  also  will- 
ing to  make  1 13/»%  fixed-rate  mort- 
gages for  five  years  with  a  30-year 
payoff  schedule — provided  the  bor- 
rower agrees  that  the  credit  is  due 
on  sale  of  the  property. 

Typical  of  what  takes  place  in 
easing  markets,  lenders,  since  early 
January,  have  been  willing  to  place  a 
cap  on  adjustable-rate  mortgages  of 
5%  above  the  initial  rate.  Competi- 
tion should  soon  drive  the  cap  to 
only  3%  or  so.  That  means  interest 
on  a  12%  adjustable-rate  mortgage 
can  never  go  higher  than  15%. 

A  powerful  downward  influence 
on  rates  arises  from  the  difference 
between  how  banks  and  money 
market  funds  handle  these  pools  of 
capital.  This  is  important  at  a  time 
like  this,  when  money  is  leaving 
funds  to  return  to  banks.  As  a  rule, 
the  funds  are  required  to  invest  in 
instruments  due  in  a  year  or  less. 
Some  can  go  for  maturities  out  to 
two  years,  but  by  preference,  most 
do  not  go  beyond  six  months. 

Banks  and  thrifts,  on  the  other 
hand,  do  not  have  this  restriction. 
They  will  go  where  the  lending  is 
the  most  profitable,  and,  at  present 
rates,  mortgage  lending  is  very  prof- 
itable indeed.  Some  say  the  banks 
won't  put  money  market  deposits 
into  mortgages  because  those  de- 
posits can  be  withdrawn  on  a  mo- 
ment's notice  and  are  not  suitable 
for  long-term  lending  like  mort- 
gages. That's  naive.  Bankers  will  go 
where  the  profit  is.  Don't  forget  that 
the  thrifts  were  making  long-term 
mortgage  loans  when  100%  of  their 
deposits  consisted  of  totally  liquid 
passbook  savings. 

Thus,  unless  there  is  an  urgent 
need  for  a  mortgage,  better  wait  un- 
til the  end  of  this  year — while  the 
banks  and  thrifts,  flush  with  new 
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deposits,  compete  to  lend  them  out. 
Reduced  inflation  rates  will  damp- 
en housing  price  increases,  too. 

For  depositors,  however,  there's 
no  need  to  wait.  My  advice  is: 
Switch  your  money  from  money 
market  funds  to  money  market 
bank  deposits.  These  MMDAs  are 
the  best  short-term  investment 
available  to  individuals  today,  and 
they  are  insured. 

True,  they  have  a  minimum  re- 
quirement of  $2,500.  And,  like  the 
money  market  funds,  they  do  not 
offer  unlimited  checking  since 
transaction,  or  unlimited  checking, 
accounts  require  banks  to  carry  re- 
serves against  them.  But  the  check- 
ing restriction  is  not  very  meaning- 
ful since  there  is  no  restriction  on 
withdrawals  in  person,  either  in 
number  or  amount.  Automatic  tell- 
er machines  on  the  premises  can  be 
used,  too,  without  restriction.  You 
can't  do  these  things  with  the  old 
money  market  funds. 

It  is  also  possible  to  make  unlim- 
ited telephone  transfers  between  ac- 
counts. For  example,  Great  Western 
allows  depositors  to  put  money  into 
the  high-interest  MMDAs  and  then 
transfer  specific  amounts  by  tele- 
phone into  a  "Super-NOW"  ac- 
count, which  pays  only  9Vz%  or  so, 
but  against  which  an  unlimited 
number  of  checks  can  be  written  as 
long  as  the  balance  remains  above 
$2,500.  There's  a  flexibility  in  all 
this  that  the  money  market  funds 
can't  easily  compete  with. 

For  the  first  month  and  a  half  of 
their  existence,  the  MMDAs  were 
paying  around  11%,  against  only 
8%  for  money  market  mutual 
funds,  and  8%  to  9%  for  other  mon- 
ey instruments.  It  is  widely  antici- 
pated that  the  rate  will  fall  toward 
the  mutual  fund  level,  perhaps  stay- 
ing a  shade  higher.  I  think  competi- 
tion will  keep  the  higher  rate  hang- 
ing in  beyond  most  expectations. 
Initially,  most  institutions  guaran- 
teed the  high  rate  through  Jan.  15. 
As  the  date  passed,  it  was  extended 
to  the  end  of  February.  Competition 
is  on  the  side  of  depositors. 

But  the  11%  rate  will  be  sus- 
tained only  so  long  as  the  money 
can  be  used  to  make  mortgage  loans 
near  12%  or  more.  As  mortgage 
rates  come  down,  so  will  rates 
banks  and  thrifts  pay  out.  That's 
why  depositors  should  act  now  and 
why  borrowers  should  wait.  ■ 
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Most  investors  suddenly  find  themselves 
caught  on  a  money-go-round,  not  cer- 
tain about  banks  versus  money  funds. 


"THE  REPORTS  OF 
OUR  DEATH 


By  Srully  Blotnick 


f 


"I  don't  know  what  to  do  with  my 
money,"  Carl  said,  looking  genuine- 
ly confused.  "Until  now,  the  deci- 
sion was  easy.  I've  just  been  deposit- 
ing it  in  my  money  market  fund. 
Now,  I  think  I  can  do  better  at  the 
bank." 

Carl's  words  have  been  echoed 
lately  by  the  vast  majority  of  inves- 
tors I  surveyed.  The  full-page  adver- 
tisements that  commercial  and  sav- 
ings banks  have  been  taking  in  local 
newspapers,  not  to  mention  the 
huge  posters  in  the  banks'  windows, 
have  been  making  a  favorable  im- 
pression on  the  public.  As  Carl  put 
it:  "I  look  at  the  advertisement — for 
11% — and  think  to  myself,  'Hey, 
I'm  getting  almost  three  full  percent 
less  than  that  at  my  money  fund.'  " 

On  Jan.  13  Carl  transferred  al- 
most $300,000  out  of  the  fund,  put- 
ting $120,000  into  a  savings  bank 
with  which  he  has  long  been  doing 
business  ("They  gave  me  the  mort- 
gage on  my  house")  and  the  remain- 
ing $180,000  into  one  of  the 
nation's  ten-largest  commercial 
banks.  I  asked  him  whether  he  felt 
any  uneasiness  about  exceeding  the 
FDIC's  $100,000  limit  for  insured 
accounts,  since  the  insurance  was  a 
major  part  of  the  motivation  for 
making  the  switch  in  the  first  place. 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 
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"No,"  he  replied  confidently,  "not 
at  all.  I  can't  imagine  the  Fed  letting 
a  bank  this  big  go  under."  Then  he 
added,  "At  least  $100,000  of  it  is 
insured.  Before,  none  of  it  was." 
Thus  far,  more  than  $30  billion  has 
flowed  in  the  same  direction  as 
Carl's  money. 

Doesn't  that  signal  the  beginning 
of  the  end  for  the  country's  dozens 
of  money  market  funds'  Not  neces- 
sarily. Bruce  Bent  and  Harry  Brown 
are,  respectively,  president  and 
chairman  of  The  Reserve  Fund,  the 
nation's  first  money  fund  and  one  of 
the  largest.  In  the  semiannual  re- 
port they  sent  to  the  fund's  share- 
holders in  early  January,  they  state 
bluntly:  "The  initial  attention-get- 
ting rates  [offered  by  the  banks]  are 
attractive,  but  unless  the  banks  are 
suicidal,  the  need  to  make  a  profit 
will  cause  them  to  retreat  to  reality 
in  the  very  near  future.  Since  we  do 
not  try  to  provide  every  financial 
service  known  to  man,  give  away 
toasters  or  support  expensive  build- 
ings, our  operating  costs  are  ap- 
proximately one-third  of  those  of  a 
typical  bank.  That's  why,  when  the 
hyperbole  declines,  we  believe  that 
our  yields  will  be  more  than 
competitive." 

Bent  and  Brown  have  a  point. 
Now  that  Carl  has  transferred  the 
bulk  of  his  liquid  assets  to  a  com- 
mercial bank,  one  with  a  large 
number  of  branches,  he  is  pleased  at 
the  prospect  of  easier  access  to  his 
account.  In  fact,  most  investors  tell 
me  they  like  the  convenience  of 
multiple-branch  banks  as  against 
the  single-office  or  mail-drop  of  the 
typical  money  market  fund.  But 
branches  are  expensive — and  that's 
one  of  the  main  reasons  the  money 
market  funds  aren't  going  out  of 
business.  As  Bruce  Bent  put  it: 
"Measure  the  space  between  our 
desks — or  the  total  amount  of  space 


we  rent — and  you'll  see  that  we 
have  twice  as  many  workers  per 
square  foot  as  a  bank." 

Banks  require  more  real  estate 
and  more  employees  because  the 
services  offered  by  the  two  institu- 
tions differ  significantly.  Money 
funds  don't  have  rows  of  tellers  and 
tellers'  cages,  don't  handle  small 
transactions  and,  above  all,  don't 
cash  payroll  checks,  which  a 
number  of  bank  officials  acknowl- 
edge constitute  the  bulk  of  the 
branch's  transactions  on  certain 
days  each  week. 

To  my  mind,  the  most  compel- 
ling point  Bent  and  Brown  make  in 
their  refusal  to  roll  over  and  play 
dead  is  this:  "Unlike  the  new  bank 
accounts,  we  have  no  special  fees, 
penalties  or  restrictions  on  the 
number  of  checks  or  transfers  you 
can  make,  and  no  magic  minimum 
balance  that,  once  violated,  will  re- 
duce your  yield." 

Less  than  half  the  investors  I 
questioned  were  aware  that  there  is 
a  minimum  balance  that  must  be 
maintained  in  their  new  money 
market  accounts  at  the  bank.  That 
is  odd  since  all  of  these  individuals 
had  to  sign  a  form  in  which  the 
minimum,  and  the  penalties  for  vio- 
lating it,  are  stated  quite  clearly.  In 
a  survey  of  30  New  York-area  com- 
mercial and  thrift  institutions,  the 
typical  requirement  is  that,  on  aver- 
age, at  least  $2,500  must  be  in  the 
account  each  month  or  interest  will 
be  paid  only  at  the  NOW-account 
rate  of  SVS/o. 

When  the  bait  of  11%  per  annum 
disappears  on  Feb.  1  and  the  penal- 
ties and  limitations,  as  well  as  fees, 
that  are  part  and  parcel  of  the  new 
bank  accounts  are  felt,  the  reports  of 
the  demise  of  the  money  funds  will 
appear  to  have  been  quite  an  exag- 
geration. Indeed,  according  to  the 
SEC,  there  are  more  than  two  dozen 
new  ones  in  registration. 

All  this  spells  bad  news  for  small- 
er banks,  which  lack  the  assets, 
earning  power  and  the  merchandis- 
ing muscle  of  the  big  banks  and  the 
marketing  savvy  and  low-cost 
structure  of  the  money  market 
funds.  In  the  end,  many  of  these 
smaller  banks  will  be  absorbed  by 
the  larger  ones.  In  the  meantime, 
the  heated  competition  spells  better 
rates  for  investors  who  are  willing 
to  take  the  trouble  to  shop  around— 
and  to  read  the  small  print.  ■ 
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The  USAToday  reader. 


He's  a  combination  of  Time  and  the  New  York 
Times.  But  he's  also  part  Business  Week,  Fortune, 
Sports  Illustrated  and  the  Wall  Street  Journal* 

The  USA  TODAY  primary  reader  is  affluent,  well 
educated,  likely  to  be  in  top  management,  and  a  traveler. 
That's  what  Simmons  says.  And  Lou  Harris,  in  a  separate 
reader  study,  agrees  with  the  Simmons  findings. 

USA  TODAY  Primary  Reader  U.  S.  Average 


$50,000+  HH  Income  20.3%  7.5% 

College  Graduate   42.0   15.0 

Top  Management  Title  12. 8   4. 0 

Took  an  Air  Trip   50.8   17.3 

Took  6+ Business  Trips  16.8   4.2 

Rent  A  Car  20.0   2.2 


Today,  that  primary  reader  numbers  about 
400,000.  And  he'll  multiply  dramatically  as  The  Nation's 
Newspaper  rolls  out  to  eight  more  market  clusters 
through  our  April  11  arrival  in  New  York. 

By  year-end,  we  project  he'll  be  1,150,000  strong! 

To  find  out  more  about 
the  USA  TODAY  reader,  and 
how  you  can  join  some  200 
major  advertisers  who  are 
already  reaching  him,  call  our 
advertising  director,  Joe  Welty, 
(212)  715-5360. 

•Louis  Harris  Reports  12/1/82 
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The  USA  in  an  entirely  different  way 


Venture  Capital 


Executive/ 
Professional 
Unsecured 
Revolving  Line  of 
Credit  up  to 
$25,000 

ENTIRELY  BY  MAIL 
NO  PRE-PAY  PENALTY 


John  Mumford  does  it  all — comes  up 
with  the  business  concept,  creates  the 
company,  finds*  the  management  team 
and  puts  up  the  money — successfully. 

THE  FARM  CLUB 


Call  or  write  Mr.  W.L.  Martin 
today.  Ask  how  you  can 
establish  a  credit  line. 

Call  toll-free  (800)  525-1344. 
In  Col.  call  (303)  341-6624. 


POSTAL     "  £1ILVV(  t  Martin 

EXECUTIVE  Postal  Executive 

FINANCIAL  Financial  Services.  Inc. 

SERMCES  P.O.  Box  39F 

 J  Denver.  CO  80239 

Name  


Address 


City  State  Zip  

LOCK  DRAWER  F0RB-83 


START  EARNING 


INCOME! 


Discover  the  advantages  of  this  no-load 
Municipal  Bond  Fund, seeking  high  income 
free  from  federal  income  tax.  Income 
may  be  subject  to  state  and  local  taxes. 

A  No  sales  commission  or  withdrawal  charge 
A  Dividends  declared  daily 
A  Invest  as  little  as  $1 ,000 

>800-525-8085s\— 1 

779-1233  collect  in  Colorado 

FINANCIAL  TAX-FREE 
INCOME  SHARES,  INC. 

P.O.  Box  2040/Denver,  Colorado  80201 

Rush  me  the  prospectus  on  this  tax-free,  no-load  Municipal 
Bond  Fund.  The  prospectus  provides  complete  information, 
including  management  fee  charges  and  expenses  I  will 
read  it  carefully  before  sending  money  or  investing 

Name  

Address  

City  


State/Zip. 
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By  Thomas  P.  Murphy 


Where  do  professional  investors  in- 
vest their  own  money?  I  think  I 
have  found  out.  It's  with  a  fellow 
named  John  Mumford,  39,  and  his 
Crosspoint  Investment  Corp.  in 
Palo  Alto,  Calif. 

Mumford  has  just  closed  a  new 
$28  million  venture  fund,  and  not  a 
dime  of  that  money  is  from  institu- 
tions. Most  of  it  comes  from  other 
venture  capitalists  and  the  invest- 
ment bankers  who  do  business 
with  them. 

Why  John  Mumford  and  Cross- 
point?  Neither  is  a  household  name, 
even  in  the  venture  industry.  The 
facile  answer  is  research  and  devel- 
opment tax  shelters.  Every  dollar 
invested  in  Mumford's  new  fund 
garners  a  dollar  tax  writeoff.  But  as 
any  dentist  can  tell  you,  there  are 
lots  of  tax  shelters  around  promis- 
ing more  than  that. 

What  really  endears  Mumford  to 
the  pros  is  his  fundamentalist  ap- 
proach to  venture  investing.  He  of- 
ten creates  companies  from  a  con- 
cept, finds  the  management  team 
and  then  puts  in  a  modest  amount 
of  money.  If  it  works  and  the  fledg- 
ling looks  as  if  it  might  fly,  the 
bigger  venture  funds  come  in  with 
the  important  capital.  "We  are  a 
farm  club,"  says  Mumford. 

Mumford  is  also  Mr.  Cheap,  a 
CPA  by  training  who  dispenses  dol- 


Tbomas  P.  Murphy  heads  a  venture  capital 
Jinn.  Partnership  Dankist,  Stamford,  Conn 


lars  sparingly  into  little  companies 
and  frequently  moves  them  into  the 
same  low-cost  space  he  rents.  While 
the  entrepreneurs  are  downstairs 
trying  to  put  their  first  products  to- 
gether, Mumford  the  accountant  is 
upstairs — watching.  "It  gives  them 
an  incentive  to  work  hard  so  that 
they  can  escape,"  he  says. 

Escape  they  do.  While  Mumford 
and  Crosspoint  are  yet  to  have  a  big 
winner,  their  steady  stream  of  un- 
spectacular successes  more  than 
makes  up  for  it.  Crosspoint,  over 
the  last  ten  years,  has  shown  com- 
pound returns  on  its  invested  cap- 
ital that  are  the  highest  I  have  heard 
of  in  the  industry. 

Mumford  is  nothing  if  not  eclec- 
tic. He  has  done  turn  arounds  of 
troubled  companies,  but  startups 
are  his  first  love. 

Immac  Corp.  of  Santa  Clara,  Cal- 
if, is  an  example.  Mumford  and  his 
partners,  Jim  Willenborg  and  Ken 
Eldred,  started  that  one  in  1976 
when  Willenborg  noticed  that  the 
routine  supplies — the  floppy  disks, 
tapes,  etc. — used  in  computer 
rooms  were  hard  to  buy  and  expen- 
sive. The  computer  manufacturers 
offered  them,  but  their  hearts 
weren't  in  the  business.  The  part- 
ners' response  was  to  start  a  catalog 
and  telephone  sales  business.  The 
key  ingredient:  fast  delivery.  Im- 
mac's  sales  are  running  at  the  rate  of 
$50  million  a  year,  and  growth  is 
70%  a  year.  What  is  the  company 
worth?  Mumford  won't  guess.  But 
he  remembers  how  much  it  cost  to 
start:  $50,000. 

Immac  is  prosaic  compared  with 
Mumford's  more  recent  efforts. 
This  stems  from  his  hearty  disre- 
spect for  big  companies.  "They've 
lost  their  entrepreneurial  drive,"  he 
says.  As  a  result,  Mumford  and  five 
partners  started  CXC  in  1979,  and 
CXC  is  slated  to  take  on  the  giants, 
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not  the  least  of  them  Ma  Bell  and 
Northern  Telecom,  in  the  tele- 
phone-switch industry. 

Mumford's  reasons  for  starting 
the  company  are  typical  of  his  and 
his  partners'  thinking.  They  begin 
with  market,  in  this  case  the  PBX 
(private  branch  exchange)  market 
and  what  state-of-the-art  technolo- 
gy could  do  for  PBXs.  "The  estab- 
lished companies,"  says  Mumford, 
"are  locked  into  1970s  technology. 
We  asked  ourselves  what  features 
you  could  put  into  a  PBX  using  the 
best  digital  technology."  It  turned 
out  to  be  quite  a  list.  So  the  next 
question  was  how  to  sell  it  without 
building  a  national  sales  force.  The 
answer  was  through  established  dis- 
tributors, who,  it  turned  out,  were 
very  interested. 

Where  do  you  find  management? 
Here  a  pivotal  truth  about  venture 
capital's  current  successes:  "You 
can  get  the  best  people  out  of  top 
companies  if  you  have  a  challenging 
idea  and  plenty  of  equity  to  give 
them,"  says  Mumford. 

Not  that  that  equity  was  worth 
much  when  they  started.  Six  part- 
ners put  up  $200,000,  and  that  was 
enough  to  develop  the  architecture 
of  the  new  PBX  and  define  the  mar- 
keting strategy.  It  was  hard.  Mum- 
ford was  commuting  to  Irvine,  in 
southern  California,  every  week- 
end. "Luckily,"  he  says,  "I  was  di- 
vorced, or  I  never  could  have  found 
the  time." 

Luckily,  too,  the  bigger  venture 
capital  funds  liked  what  the  team 
put  together.  As  a  result,  Cross- 
point's  cost  for  that  seed-money 
stage  in  CXC  came  to  27  cents  a 
share,  while  the  venture  funds 
picked  up  the  second-round  financ- 
ing at  $2.70  a  share  and  the  third  at 
$8.  All  this  in  24  months. 

Will  CXC  actually  make  it?  Who 
knows?  But  Mumford's  batting  av- 
erage is  exceptional.  He  has  never 
really  had  a  wipeout.  The  worst  he 
can  remember  is  a  genius  some- 
body, not  Mumford,  hired  to  sit  in 
an  office  and  think  of  great  business 
concepts.  Three  years  and  $250,000 
later  the  fellow  was  still  thinking 
when  Mumford  fired  him.  "I 
learned  from  that  experience  to  fo- 
cus," he  says.  "It  is  something  I 
always  preach  to  my  companies." 

It  is  sound  advice,  but  Mumford 
admits:  "I  have  a  little  trouble  fol- 
lowing it  myself."  ■ 


2  things  you  should  know 

about  EVERY  stock  that 
concerns  you: 

Each  of  1700  stocks  monitored  by 
Value  Line  is  the  subject  of  a  new 
full-page  Report  (size  8V2  x  11) 
every  13  weeks.  (A  complete  set  of 
the  latest  Reports  is  yours  as  a 
bonus  below.) 


TIMELINESS         o  Average 
/  Relative  Pnce  Perform-  \  «* 
\  ance  Next  1 2  Mos    /  _ 
SAFETY  3  """v* 

(Scale  1  Highest  to  5  lowest) 
BETA  1.05         (1.00  =  Market) 


Each  of  these  full-page  Reports 
contains  more  than  1000  items  of 
information  about  the  subject  com- 
pany and  its  stock.  But  before  you 
bother  with  any  other  information, 
there  are  two  things  you  should 
know  about  EVERY  stock  that 
currently  concerns  you: 

1.  How  SAFE  is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  relative  long  term  investment  Safety.  The  Safety  rank  is  based 
on  the  stock's  price  stability  and  the  company's  financial  strength  (each  of  which  is 
also  ranked  separately).  If  you  require  superior  Safety,  stick  with  stocks  ranked  1  or  2 
in  this  respect. 

2.  How  TIMELY  is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  Timeliness — reflecting  Value  Line's  objective,  computerized 
assessment  of  its  relative  price  performance  prospects  in  the  next  12  months.  Almost 
every  stock  goes  through  phases  when  it  performs  a  lot  better,  or  worse,  than  the 
overall  market.  Whatever  else  you  may  want  from  your  investments,  if  you  want  per- 
formance, we  suggest  you  stay  with  stocks  currently  ranked  1  or  2— and  not  worse 
than  3  (Average)— for  Timeliness. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  Introductory  10-week  trial  subscription  to  the 
Value  Line  Investment  Survey  for  only  $37— about  half  the  regular  price— providing 
you  or  any  member  of  your  family  has  not  had  a  subscription  in  the  past  two  years.  As 
a  double  bonus  at  no  additional  charge,  you  will  receive  the  2000-page  Investors 
Reference  Service  (covering  more  than  1700  stocks)  which  will  be  updated  every 
week— and  the  72-page  booklet,  "A  Subscriber's  Guide."  Filing  takes  less  than 
a  minute  a  week.  All  this  material  is  so  organized  in  your  binder  that  you  can  quickly 
turn  to  a  continually  updated  report  on  almost  any  leading  stock. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 


■The  Value  Line  Investment  Survey  ^SV 

|  Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avenue,  New  York,  N.Y.  10017  V 
I 


INTRODUCTORY  OFFER 

I  □  Begin  my  10-week  trial  subscription  for  $37 to 
■  The  Value  Line  Survey  (limited  once  to  any 
I  household  every  two  years)  and  send  me  the  two 
'  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

ID  Begin  my  1-Year  (52  issues)  subscription  for 
$365  and  send  me  the  two  bonuses  listed  above. 
There  are  no  restrictions  with  this  annual 
I  subscription. 

SPECIAL  EXTRA  BONUS 

|A    pocket-size  CREDIT 
-CARD     LCD  CALCULA- 
|TOR  given  to  you  when  l^. 
—  you    order    The    Value  [ 
|  Line  Investment  Survey  for  one  year. 
m  (N.Y.  residents  add  sales  tax.) 


Department  21 6  K 14 

□  My  payment  is  enclosed.  □  Please  charge 
to:  □  American  Exp.  □  Master  Card 

□  Visa  Expiration  Date   


Account  #   

(This  subscription  is  tax-deductible.) 


Signature 
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Zip 
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It's  to  their  advantage  that  individuals 
can  take  a  longer  investment  view  than 
institutional  portfolio  managers. 

ON  YOUR  OWN 


By  Richard  B.  Hoey 


lIHn  | 
jl  lUr  L 

Individual  investors  sometimes  feel 

that  the  big  institutions  have  a  ma- 
jor edge  over  them  in  managing 
money.  After  all,  they  give  out  so 
much  in  commissions  that  they  can 
get  famous  Wall  Street  economists 
and  analysts  to  drop  by  their  office 
to  whisper  in  their  ear.  But  as  an 
individual  investor,  you  are  thrown 
back  on  your  own  good  judgment. 

Institutional  portfolio  managers 
have  a  problem  that  individuals 
don't.  It's  called  quarterly  perfor- 
mance measurement.  A  whole 
army  of  consultants  measure  every- 
one's investment  performance  each 
quarter.  If  a  money  manager  outper- 
forms the  market  for  a  few  quarters, 
clients  flock  to  him.  If  he  underper- 
forms  for  a  few  quarters,  clients 
desert.  This  naturally  shortens  the 
investment  time  horizon  of  portfo- 
lio managers.  Most  of  them  try  to 
get  into  the  same  stock  groups  at 
the  same  time. 

There  are  two  ways  that  individ- 
ual investors  can  try  to  benefit  from 
this  institutional  pattern.  The  first 
is  through  use  of  stop-loss  orders. 
Buy  into  stocks  and  groups  when 
they  first  begin  to  outperform  the 
market,  entering  stop-loss  orders  at 
the  same  time.  If  the  stock  rises, 
raise  your  stop-loss  price.  That  way, 


Richard  B.  Hoey  is  vice  president,  chief 
economist  and  member  of  the  Investment 
Research  Committee  at  Warburg  Paribas 
Becker — AG  Becker. 


you  can  ride  a  stock  up  with  the 
institutions  but  get  out  ahead  of  the 
crush  when  they  sell  out. 

A  stop-loss  order  for  500  shares 
will  often  be  executed  near  the  last 
price,  but  a  money  manager  with 
200,000  shares  of  stock  to  sell  may 
have  to  make  a  major  concession  to 
move  his  shares. 

There's  another  way  for  an  inves- 
tor to  benefit  from  the  performance 
measurement  pressures  put  on  in- 
stitutional portfolio  managers.  Port- 
folio managers  are  very  aggressive 
in  pursuing  stock  ideas  that  will 
perform  over  the  next  quarter,  but 
less  interested  in  stocks  that  are  out 
of  favor  now  but  could  perform  well 
over  the  next  several  years. 

But  individual  investors,  if  they 
acquire  good  companies  at  cheap 
prices  when  they  are  out  of  favor, 
can  afford  to  wait  until  they  come 
back  into  vogue. 

If  you  want  to  follow  this  patient 
strategy,  you  can  buy  Combustion 
Engineering  (36).  The  company  is  in 
energy  and  capital  goods,  both  of 
which  are  somewhat  out  of  favor. 

The  company  is  in  a  strong  finan- 
cial position.  Cash  per  share  was 
nearly  $14  at  midyear  1982.  Despite 
a  low  debt  load,  return  on  equity  has 
been  near  20% .  The  company  funds 
its  growth  from  internal  cash  flow 
rather  than  from  borrowing.  It  has 
shown  a  rising  earnings  pattern  over 
the  last  two  decades. 

About  one-third  of  the  company's 
revenues  comes  from  fossil-fuel 
business  with  electric  utilities,  split 
about  50-50  between  manufactur- 
ing steam  systems  and  servicing 
them.  About  30%  of  revenues 
comes  from  oilfield  equipment  and 
supplies.  The  company  still  has  a 
nuclear  business,  which  operates  at 
a  slight  loss. 

Earnings  per  share  were  $4.55  in 
1981  and  should  be  reported  at 


about  $4.90  for  1982  and  slightly 
higher  in  1983.  The  stock  is  selling 
for  about  6.5  times  estimated  earn- 
ings. For  investors  with  the  pa- 
tience to  hang  on  for  the  next  two  or 
three  years,  this  low-multiple,  high- 
grade,  out-of-favor  stock  could  out- 
perform many  of  today's  market 
leaders. 

Another  long-term  investment 
stock  is  Cincinnati  Financial  (50). 
Operating  income  should  hit  about 
$6.35  per  share  in  1983,  up  from 
about  $1.18  in  1974.  Book  value  per 
share  should  rise  to  over  $35  by  the 
end  of  1983,  up  from  under  $8  in 
1974.  Despite  its  stellar  record,  this 
company  sells  at  less  than  8  times 
estimated  1983  earnings  because  it 
is  in  the  out-of-favor  property-casu- 
alty insurance  business.  Buy  it, 
stick  it  in  your  safe  deposit  box  and 
hang  on  for  five  or  ten  years. 

For  those  willing  to  take  more 
risk  in  hopes  of  a  faster  profit,  you 
might  consider  American  Motors  (6). 
This  company  lost  $2.44  per  share 
in  1981  and  will  probably  report  a 
loss  of  about  $2.20  per  share  for 
1982.  Earnings  could  rebound  to 
about  $2  per  share  in  1983. 

The  keys  to  American  Motors  are 
two  products,  the  leep  and  the  Alli- 
ance. I  expect  that  Jeep  sales  will 
rebound  powerfully  in  1983.  The 
Alliance  is  based  on  Renault's  R9 
car,  voted  the  European  car  of  the 
year  for  1982. 

Renault,  which  is  owned  by  the 
French  government,  owns  46.4%  of 
American  Motors  and  has  the  right 
to  raise  that  to  58.8%.  The  link 
with  Renault  has  provided  an  ex- 
pectation that  American  Motors 
will  have  enough  capital  to  stay  in 
business.  Second,  the  automobile 
sales  of  American  Motors  are  too 
low  to  properly  fund  new  auto- 
mobile models.  The  link  with  Re- 
nault gives  American  Motors  access 
to  new  models. 

American  Motors  is  the  exclusive 
North  American  distributor  of  Eu- 
ropean-manufactured Renault  cars, 
except  in  Quebec,  Canada.  Renault 
supplies  the  bulk  of  the  mechanical 
components,  while  actual  manufac- 
ture occurs  at  American  Motors' 
underutilized  Kenosha,  Wis.  assem- 
bly plants.  Success  of  the  marketing 
effort  for  the  Alliance  is  crucial  to 
the  performance  of  American  Mo- 
tors stock.  Initial  results  appear  to 
be  encouraging.  ■ 
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CORP.  A 

UTAH.  DEC.  28,  1982— Altex  Oil  Corporation 
sr  Symbol:  AOC)  a  diversified  independent  oil 
and  oil  field  services  concern  based  here,  report- 
t  earnings  of  $165,000  or  $.01  per  share  for  the 
ths  ended  September  30,  1982,  compared  with 

$903,000  or  $.06  per  share  for  the  previous 
Total  revenues  increased  to  $5.83  million  from 
in  in  1981. 

Vail,  President  and  Chief  Executive  officer,  noted 
fiscal  1982  Altex's  oil  and  gas  revenues  and 
>e  78  percent  to  a  record  $2.1  million  from  $1.2 
previous  year,  while  oil  field  service  and  rental 
■om  the  Company's  wholly  owned  subsidiary, 
Tools,  Inc.,  declined  to  $3.2  million  from  fiscal 
'  million.  Wall  said  that  a  17  percent  increase  in 
i  and  depletion  charges  stemming  from  down- 
)ns  of  proved  reserves  and  future  net  revenues 
ily  responsible  for  the  Company's  reduced  profit- 
he  year.  Cash  flow  totaled  $1.53  million  com- 
$1.72  million  in  fiscal  1981. 
noted  that  Altex  Oil  Corporation  concluded  fiscal 
strong  financial  position,  with  working  capital 
.5  million,  cash  and  equivalents  exceeding  $3.5 
J  long-term  debt  of  only  $600,000.  "Our  solid 
ise,"  he  said,  "should  enable  Altex  to  materially 
reserve  position,  production  revenues  and  cash 
the  coming  year." 

ly,  Altex  disclosed  that  on  December  16,  1982 
ly  and  Santa  Fe  Energy  submitted  to  the  Bureau 
anagement,  the  Minerals  Management  Service 
tional  Park  Service  a  Plan  of  Operations  for  the 
leases  in  the  Tar  Sand  Triangle  area  of  south- 
'n  conjunction  with  the  Plan  of  Operations,  Altex 
Fe  filed  with  the  Bureau  of  Land  Management  a 
rar  Sand  Triangle  Federal  Unit"  and  designated 
poration  as  the  Unit  Operator, 
of  Operations  submitted  by  Altex  and  Santa  Fe 
filed  pursuant  to  provisions  of  the  Combined 
is  Leasing  Act  of  1981,  which  amends  certain 
if  existing  law  to  facilitate  the  development  of  oil 
from  certain  types  of  hydrocarbon  deposits 
he  low  gravity  asphalt-base  crude  oil  deposits 
been  partially  delineated  on  Altex's  leases  in  the 
Oil  Corporation  would  own  approximately  15,330 
in  the  proposed  66,000  acre  federal  unit. 

ALTEX  OIL  CORPORATION 
londensed  Consolidated  Statements  of  Operations 

Fiscal  years  ended  September  30 
1982  1981 
$5,834,520  $5,755,508 
e  Income  Taxes  40,597  1,124,997 

i  (Benefit)  (124,223)  221,532 

$164,820  $903,465 
$.01  $06 
irage  Shares  15,609,324  14,288.389 

M  Jol ley.  Secretary/Treasurer.  Altex  Oil  Corp., 
lal  Avenue,  Vernal,  UT  84078  Phone:  (801)  789- 
eal  Smith  Financial  Public  Relations  at  (303) 


OIL  CORPORATION  A 
N  OIL  HAD  RECORD  INCOME,  REVENUES 
OPERATING  RESULTS  DURING  1982 

RK,  January  13.  1983 — Damson  Oil  Corporation 
bol  "DAM")  earned  a  record  $6,134,000  of  net 


income,  an  increase  of  20%  over  the  $5,096,000  net  income 
earned  during  fiscal  1981.  Record  revenues  of  $71,803,000 
were  an  increase  of  44%  over  1981  revenues  of 
$49,766,000. 

Earnings  per  common  and  common  equivalent  share 
outstanding  were  $.58,  for  fiscal  1982  after  preferred  dividend 
requirements  of  $1,801,000.  approximately  half  of  which 
relates  to  Damson's  $3.75  Delayed  Cumulative  Convertible 
Preferred  Stock  issued  during  fiscal  1982.  Earnings  per 
common  share  and  common  equivalent  share  were  $.66.  and 
preferred  stock  dividends  were  $48,000  during  fiscal  1981. 

Revenues  from  the  sale  of  oil  and  gas  increased  to  a  record 
$37,543,000.  compared  with  1981  revenues  from  oil  and  gas 
sales  of  $29,530,000.  Income  from  the  management  of  limited 
partnership  programs  also  increased,  to  a  record 
$24,473,000.  compared  with  $16,464,000  in  fiscal  1981. 

Proved  reserves  increased  to  95.2  billion  cubic  ft.  of  gas  and 
4.7  million  barrels  of  oil  (including  natural  gas  liquids),  from 
94.8  billion  cubic  feet  of  gas  and  3.4  million  barrels  of  oil  in 
fiscal  1981.  Damson's  total  reserves  stated  on  a  BTU  equiva- 
lency basis  was  20.3  million  barrels  at  the  end  of  its  fiscal  year, 
compared  with  19.2  million  at  the  end  of  fiscal  1981. 

(Financial  Contact:  Monte  E.  Wetzler — (212)  687-5522, 
Executive  Vice-President.  Contact:  Stephen  M.  Agins,  Direc- 
tor, Corporate  Communications  (212)  687-5522,  Damson  Oil 
Corporation,  366  Madison  Ave.,  N.Y..  N  Y.  10017) 


POLICY  MANAGEMENT  SYSTEMS  CORPORATION  0 

COLUMBIA,  S  C..  January  6.  1983— Policy  Management 
Systems  (PMS)  Corporation  (OTC:  PMSC)  today  announced 
that  its  results  for  both  the  year  and  fourth  quarter  were  at 
record  levels,  which  were  as  follows:  Total  revenues  for  the 
year  were  $44,477,000,  up  36%  from  $32,690,000  in  1981 
Net  income  was  $6,630,000,  up  from  $4,204,000  in  1981. 
Net  income  per  share  increased  to  $  88  from  $.63,  up  40%. 
Total  revenues  for  the  fourth  quarter  were  $12,828,000.  up 
45%  from  $8,865,000  in  1981.  Net  income  per  share  for  the 
fourth  quarter  increased  53%  to  $.23  from  $.15. 

Headquartered  in  Columbia,  SC,  PMS  Corporation  is  the 
largest  provider  of  standardized  software  products  and 
services  to  the  worldwide  property  and  casualty  insurance 
industry. 

For  more  information  or  a  copy  of  the  Annual  Report: 
Contact:  Robert  Gresham,  Vice  President  and  Treasurer. 

PMS  Corporation,  P.O.  Box  10,  Columbia,  SC  29202.  Phone: 

(803)  748-2405. 


SECURITY  CAPITAL  CORPORATION  A 

NEW  YORK,  Dec.  13— Security  Capital  Corporation 
(AMEX:  SCO  reported  consolidated  net  income  for  the  fiscal 
year  ended  September  30,  1982  of  $5,251,600.  These 
results  include  the  operations  of  Beniamin  Franklin  Savings 
Association  of  Houston,  Texas  which  was  acquired  on 
October  2,  1981  and  of  Foster  Mortgage  Corporation  of  Fort 
Worth.  Texas,  which  was  acquired  on  June  30,  1982.  This 
compares  with  net  income  in  fiscal  1981  of  $4,035,197.  an 
increase  of  30%. 

SECURITY  CAPITAL  CORPORATION 
Fiscal  Yr.  Ended  Sept.  30  1982  1981 

Total  revenues  $63,365,688  $12,130,467 

Total  income  $  5,251,600     $  4,035,197 

Net  income  per  share  $  .75  $  .54 

Average  shares  outstanding  6,974,850  7,417,159 

(Contact:  Joseph  P.  King,  V  P.  Finance,  Security  Capital 
Corp.,  1345  Ave.  of  the  Americas,  New  York,  N  Y.  10105,  or 
phone  (212)  399-6669) 


SUBARU  OF  AMERICA,  INC.  0 

PENNSAUKEN,  N.J ,  January  11.  1983— New  records  in 
sales  and  earnings  were  reported  for  the  seventh  consecu- 
tive year  by  Subaru  of  America,  Inc.,  (NASDAQ:  SBRU). 
exclusive  importer  of  Subaru  automobiles  and  replacement 
parts.  Net  income  for  the  fiscal  year  ended  October  31,  1982 
increased  by  50%  to  $39.5  million,  or  $6.52  per  share, 
compared  to  the  1981  net  income  of  $26.3  million,  or  $4.36 
per  share.  Fiscal  1982  sales  reached  $978  million,  com- 
pared to  $916  million  reported  in  the  previous  fiscal  year. 

The  company  recently  increased  its  quarterly  dividend 
rate  to  ninety-two  ($.92)  on  an  annualized  basis,  a  77% 
increase  over  the  previous  dividend  rate  The  company  also 
announced  that,  as  the  result  of  the  voluntary  export 
restraints  by  the  Japanese  government,  retail  sales  of 
Subaru  front-wheel  and  four-wheel  drive  vehicles  in  calen- 
dar 1982  decreased  slightly  to  150.335  vehicles,  compared 
to  the  record  152.062  vehicles  sold  in  calendar  1981. 

Sherman  E.  Rose,  Chairman  and  Harvey  H.  Lamm, 
President,  noted  that,  based  on  return  on  equity,  Subaru  of 
America  was  ranked  fourth  nationally  out  of  over  1,000 
major  companies  by  Forbes  Magazine  in  its  1983  "Annual 
Report  on  American  Industry."  Forbes  ranked  Subaru  of 
America  third  nationally  based  on  return  on  total  capital 
and  third  nationally  based  on  increased  common  stock 
value  during  the  past  five  years. 

Fiscal  Year  Ended  Fiscal  Fourth  Quarters 

October  31.  October  31 

(unaudited) 

1982  1981  1982  1981 

Net  sales  $977,856,000  $916,080,000  $219,748,000  $187,927,000 
Income  before  Federal  and  state 

income  taxes     73,879,000  54,465.000 
Federal  and  state  income 

taxes  34,402,000  28.180.000 

Net  income  39.477,000  26.285,000  8.614,000  7,150.000 
Net  income  per  share     $6.52         $4  36  $1.42  $118 

Shares  used  to  compute  per  share 
earnings  6.051.000     6.028,000       6,053,000  6,050,000 

(Contact:  Robert  L.  Reich,  Executive  Vice  President, 
Finance-Treasurer,  Subaru  of  America,  Inc.,  7040  Central 
Highway,  Pennsauken,  N.J.  08109.  Phone:  (609)  488-8500.) 


UNITED  TELECOMMUNICATIONS,  INC.  N 

KANSAS  CITY,  Jan.  4— The  acquisition  of  Aero-Flow 
Dynamics,  Inc.  by  United  Telecommunications,  Inc.  was 
announced  today  by  Paul  W.  Henson,  Chairman  of  United 
Telecom. 

Aero-Flow,  through  its  subsidiary,  Argo  International 
Corporation,  is  a  distributor  of  a  broad  range  of  mechanical 
and  electrical  components  and  renewal  parts  to  industrial, 
marine  and  offshore  drilling  markets.  Argo's  product  line 
includes  pumps,  compressors,  generators  and  motors. 

United  Telecom  exchanged  a  combination  of  970,781 
shares  of  its  common  stock  and  cash  amounting  to  approxi- 
mately $15.5  million  for  all  of  the  outstanding  shares  of 
Aero-Flow  common  stock. 

Argo  International  will  be  operated  as  a  business  unit 
within  United  Communications  Systems,  Inc.  and  will 
broaden  United's  base  in  the  distribution  industry.  North 
Supply  Company,  largest  of  the  business  units  in  United 
Communications  Systems,  Inc.,  is  a  leading  distributor  of 
telecommunications  equipment  and  supplies. 

(Contact:  Don  Forsythe,  United  Telecommunications,  Inc., 
P.O.  Box  11315,  Plaza  Station,  Kansas  City,  MO  64112. 
Phone  (913)  676-3343.) 


(For  information  on  advertising  in  Corporate  Report  Updates,  call  Sarah  Madison  (212)  620-2371) 


Capital  Markets 


MONEY  &  INVESTMENTS 


The  outlook  is  up,  but  unless  you  have  a 
quote  machine  and  the  time  to  watch  it, 
you  might  be  better  advised  to  confine 
your  investing  to  low-profile  situations. 

LEAN  &  MEAN,  INC. 


By  Ann  C.  Brown 


ma 


While  most  market  watchers  have 
been  mesmerized  monitoring  both 
inflation  and  interest  rates,  I  have 
been  sneakmg  a  sidelong  glance  at  a 
third  factor  that  affects  stock 
prices — namely  the  operating  con- 
dition of  corporations.  When  times 
are  good,  many  companies  put  on 
extra  pounds  of  labor  and  overhead, 
while  allowing  their  physical  plant, 
equipment,  operating  procedures 
and  management  techniques  to  get 
flabby  and  out  of  shape.  Compla- 
cency sets  in  and  innovation  is  left 
to  the  other  fellow. 

Then  along  comes  a  lengthy  and 
bruising  recession  and  corporate  at- 
tention is  focused  solely  on  the  bot- 
tom line.  What  generally  happens  as 
business  gets  weaker  and  weaker  is 
that  employees  are  let  go  (see  the 
current  11%  unemployment  rate) 
and  capital  spending  plans  are  cut 
back  or  scrubbed  altogether  (note 
the  virtually  nonexistent  machine 
tool  orders).  Unprofitable  product 
lines  are  eliminated,  research  and 
development  budgets  are  reduced, 
inventories  are  kept  to  a  bare  mini- 
mum, advertising  and  marketing 
programs  are  decreased.  Before  you 
can  say,  "Ebenezer  Scrooge  lives!" 
you  have  a  thin,  trim  company. 

Even  if  the  economy  revives  more 
slowly   than   the  Administration 


Ann  C.  Broun  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC  Broun  &  Associates. 


would  like,  corporate  profits  should 
pick  up  noticeably  as  a  result  of  this 
belt-tightening.  As  the  recovery 
gathers  momentum,  these  earnings 
should  improve  strongly,  since 
companies  are  traditionally  hesi- 
tant for  a  while  to  put  back  the 
weight  they  have  so  painfully  shed. 

Investors  are  betting  heavily  on  a 
significant  improvement  in  corpo- 
rate profits  in  1983.  Expectations  of 
gains  of  30%  to  50%  over  last  year's 
low  levels  are  not  uncommon.  As 
for  the  earnings  per  share  on  the  30 
DJI  stocks,  some  knowledgeable  ob- 
servers are  forecasting  a  160%  im- 
provement this  year  over  last. 
Should  this  impressive  estimate  ac- 
tually come  to  pass,  it's  worth  not- 
ing that  the  earnings  on  the  DJI 
stocks  would  still  be  36%  below 
where  they  were  in  1979  when  the 
stock  market  was  nowhere  near  as 
high  as  it  is  today.  The  variance 
probably  can  be  accounted  for  by 
the  change  in  investor  perception  of 
inflation. 

So  far,  the  economic  recovery 
seems  to  be  entering  with  a  re- 
sounding whimper,  although  here 
and  there  are  glimmers  of  brighter 
times  to  come.  Fourth-quarter  earn- 
ings are  being  released,  and  to  date 
they  haven't  proved  particularly 
surprising,  since  no  one  expected 
much  from  the  end  of  1982.  Howev- 
er, considerable  attention  will  be 
paid  to  first-quarter  1983  results 
and,  while  the  turnaround  may  be 
in  progress,  whatever  strength  there 
is  seems  to  be  concentrated  in  rela- 
tively few  industries. 

With  the  current  high  volume 
and  the  swinging  volatility,  this  is 
a  fantastic  stock  market  for  trad- 
ers. However,  unless  you  have  con- 
stant access  to  a  quote  machine 
and  the  time  to  watch  it,  you 
might  be  better  advised  for  the 
moment  to  confine  your  investing 


to  lower-profile  situations.  That 
way  you  won't  get  stepped  on 
when  the  traders  make  their  sud- 
den moves.  There  are  still  some 
very  appealing  stocks  on  the  less- 
active  list — particularly  the  region- 
al retail-oriented  banks.  After  a 
spate  of  silliness  that  saw  some 
southeastern  banks  offering  up  to 
22%  for  money  fund  money,  sanity 
has  returned,  and  most  banks  have 
adjusted  well  to  their  new  capabili- 
ty of  paying  "unceilinged"  interest 
on  certain  types  of  accounts. 

Banks  with  a  good  consumer 
business  have  been  enjoying  a  high- 
ly profitable  spread  lately  as  the 
costs  of  borrowing  from  the  Fed 
have  dropped  sharply,  while  loans 
to  individuals  have  hardly  fallen  at 
all.  Although  bank  profits  are  ex- 
pected to  be  up  less  than  those  of 
industry  this  year,  nevertheless, 
they  will  be  up  and  the  current  mul- 
tiples are  historically  low.  For  ex- 
ample, First  Virginia  Banks  (12),  sell- 
ing at  a  little  over  5  times  this  year's 
estimated  earnings  of  S2.20  per 
share  and  yielding  around  6%, 
would  seem  to  have  limited  down- 
side risk.  First  Virginia  Banks  could 
offer  the  opportunity  for  a  total  re- 
turn of  40%  to  50%  over  the  next 
year  or  so  if  the  bank  P/E  ratios 
decide  to  play  catch-up  ball. 

Southwest  Florida  Banks  (16)  will 
probably  show  only  a  5%  to  10% 
earnings  gain  this  year  over  last,  but 
it  should  continue  its  record  as  the 
fastest-growing  and  most  profitable 
bank  [based  on  return  on  equity)  in 
the  state.  The  stock  is  a  likely  can- 
didate for  an  intrastate  takeover. 
Recent  Florida  bank  takeovers  have 
taken  place  at  2  to  2  Vi  times  book 
value,  which  suggests  that  South- 
west Banks  could  command  a  price 
of  S24  to  $30  per  share. 

NCNB  (19)  is  a  North  Carolina- 
based  bank  with  a  considerable 
presence  in  Florida.  With  the  Sun- 
shine State  expected  to  continue  its 
above-average  growth  in  1983  and 
North  Carolina  scheduled  to  benefit 
from  the  anticipated  recovery  in 
housing  that  should  help  the  home 
furnishings  and  fabrics  industries, 
NCNB  could  earn  S3. 40  per  share 
for  its  tenth  straight  up  year.  NCNB 
sold  for  over  $40  per  share  a  decade 
ago,  when  the  bank  was  earning  half 
what  it  is  today.  The  banks  are  lag- 
ging the  general  market,  but  I  sus- 
pect not  for  long.  ■ 


FORBES,  FEBRUARY  14,  1983 


Choosing 
a  core  medium 
whenjmi're 
under  pressure 
to  stretch  your 
advertising  dollar. 


There  are  times  in  the  life  of  every 
business  when  you  just  can't  do  every- 
thing you'd  like  to  do. 

No  matter  how  tight  a  ship  you  run, 
circumstances-whether  high  costs,  com- 
petition, imports,  or  a  shift  in  consumer 
buying  patterns-can  require  that  you  op- 
erate even  more  efficiently 

One  way  is  to  build  your  advertising 
program  around  a  truly  cost  efficient  core 
medium  that  not  only  offers  a  favorable 
CPM,  but  a  quality  of  reader  involvement 
that  delivers  believability  as  well  as  reach 
and  frequency. 

No  medium  addressed  to  women  de- 
livers more  of  both  than  Good  Housekeep- 
ing Magazine. 

One  test  of  true  cost  efficiency  is 
whether  your  customers  demand-and  are 
willing  to  pay  for-your  advertising  me- 
dium. Good  Housekeeping  readers  spend 
$34,500,000  a  year  on  their  favorite  mag- 
azine at  the  newsstand  alone. 

True  cost  efficiency  comes  with  a 
medium  like  Good  Housekeeping  that 
consistently  delivers  more  circulation 
than  it  promises. 

True  cost  efficiency  requires  an  edito- 
rial environment  that  helps  build  even 


greater  confidence  and  believability  in 
your  advertising-as  Good  Housekeeping 
has  repeatedly  been  proven  to  do. 

True  cost  efficiency  is  much  more  eas- 
ily achieved  when  your  medium  offers  a 
universally  recognized  symbol  that  per- 
mits you  to  utilize  that  confidence  in  the 
marketplace.  What  more  powerful  symbol 
than  the  Good  Housekeeping  Seal  with  its 
money -back  warranty-a  symbol  that  in- 
fluences the  buying  decisions  of  8  out  of  10 
women! 

We  believe  true  cost  efficiency  is  why 
so  many  major  advertisers  are  strength- 
ening their  schedules  in  Good  House- 
keeping in  a  time  when  many  media  lists 
are  being  trimmed... and  why  Good 
Housekeeping's  advertising  linage  for 
January,  February  and  March  1983  is  sub- 
stantialfy  above  the  same  months  in  the 
year  just  closed. 

If  you're  concerned  with  making  your 
advertising  dollar  work  harder  ask  to  see 
a  schedule  built  around  Good  House- 
keeping as  your  core  medium.  It  will  not 
only  improve  your  advertising  produc- 
tivity, it  can  strengthen  everything  else 
you  do. 

Sou'Ces  C'OSSley  Surveys  Inc 
Put*tfie<sEsijmaie 


Good  Housekeeping 

(•"Good  Housekeeping  • 

\A  PROMISES 

more  than  a  magazine 


i  19&3  THE  HEARST  CORPORATON 


GOOD  HOUSEKEEPING  ISA  PUBLICATION  OF  HEARST  MAGAZINES  AOIVISIONOF  THE  HEARST  CORPORATION 


Observations 


He  has 
o  new  view. 

of  life 


He  saw  for  himself  how  modern 
coronary  care  units,  more  effective 
drugs  and  new  methods  of  rehabil- 
itation helped  him  beat  the  big  one 

—  heart  attack. 

Research  scientists,  many  helped  by 
your  Heart  Fund  dollars,  made  these 

advances  possible. 

For  greater  advances  in  treatment 

and  prevention  .  .  . 

Give  to  the 

American  Heart  Aaeociation 

WE'RE  FIGHTING  ffr) 
FOR  YOUR  LIFE  \l/ 


If  you  ignored  my  advice  and  made  pa- 
per profits  in  the  stock  and  bond  markets, 
now  is  the  time  to  nail  them  down. 

INVESTING  FOR 
UNCERTAINTY 


■y  Askby  Bladen 


This  is  the  season  when  business- 
men and  investors  would  be  wise  to 
sail  close  to  shore.  During  the  last 
two  years  the  stock  market  has  been 
extremely  volatile.  It  was  severely 
depressed  by  an  unprecedented  up- 
surge of  interest  rates  (to  over  15% 
on  best-quality  long-term  bonds). 
Then  it  was  suddenly  jet-propelled 
by  an  unprecedentedly  rapid  decline 
(to  around  1 1  V2%  for  prime  corpo- 
rate bonds,  and  about  lOVi%  for 
long  U.S.  governments).  Falling  in- 
terest rates  have  been  a  big  help  to 
the  beleaguered  housing  and  auto 
industries,  whose  improvement  is 
likely  to  mark  the  beginning  of  a 
modest  economic  recovery. 

However,  as  I  pointed  out  in  the 
last  issue,  the  bond  market  can't 
stand  prosperity.  Twenty  years  of 
accelerating  inflation  and  severe 
losses  for  bondholders  have  de- 
stroyed the  incentive  to  hold  bonds 
for  income.  Today  they  are  bought 
for  appreciation  by  people  who  be- 
lieve that  the  economy  will  weaken 
further.  It  follows  that  a  recovery 
strong  enough  to  significantly  im- 
prove corporate  profits  and  divi- 
dends will  also  rapidly  restore  rec- 
ord interest  rates.  Thus  the  recovery 
will  self-destruct. 

In  October  I  wrote  a  column  enti- 


AsWn'  Hiaderi  is  senior  rice  president  for 
imitstmetits  of  the  Phoenix  Mutual  Life  In- 
surance Co  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


tied  "Deflation  And  Stock  Prices" 
in  which  I  argued  that  the  runup  in 
stocks  had  made  the  bearish  camp 
the  prudent  one.  I  hope  that  you 
ignored  my  advice  and  imprudently 
made  a  bundle.  If  you  did,  and  your 
tax  position  permits  taking  profits, 
right  now  is  a  marvelous  time  to 
nail  some  down. 

The  basic  point  that  I  have  been 
trying  to  make  in  this  column  is 
that  the  ability  of  people  and  coun- 
tries to  borrow  and  spend  is  largely 
determined  by  the  extent  to  which 
their  incomes  cover  the  interest  and 
principal  payments  on  their  current 
and  prospective  debts.  During  the 
last  20  years,  world  prosperity  and 
inflation  have  been  propelled  by  a 
rapid  rate  of  debt  formation.  Unfor- 
tunately, such  a  situation  is  inher- 
ently unstable.  In  recent  years  the 
inflation  has  caused  lenders  both  to 
demand  higher  interest  rates  and  to 
shorten  the  period  in  which  they 
expect  the  loans  to  be  repaid.  This 
increased  caginess  on  the  part  of 
people  with  money  to  lend  has 
caused  the  burden  of  debt  service 
requirements  to  rise  dramatically, 
relative  to  the  incomes  from  which 
they  are  supposed  to  be  paid.  Cau- 
tious borrowers  are  now  pulling  in 
their  horns  and  imprudent  ones  are 
being  pressed  by  their  creditors  to 
sell  their  assets  for  whatever  they 
will  bring  in  order  to  pay  down  their 
debts.  At  its  most  extreme,  that 
pressure  takes  the  form  of  bank- 
ruptcy petitions  and  foreclosures. 

The  forces  that  make  prices  in  the 
marketplace  have  now  turned  se- 
verely deflationary.  Deflation  is  a 
painful,  though  healing,  process. 
Will  the  democratic  governments 
consider  deflation  politically  ac- 
ceptable? If  they  don't,  they  can 
fend  off  deflation  by  making  bailout 
loans  to  all  politically  influential 
borrowers  and  to  all  businesses 
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In  currency  futures,  one  company  stands  out. 


In  futures  trading,  DCCfn  ^  ^ 
;re  a  proven  commodity  I\J— If  V-X^  Sa^sw 


187 


Commodities 


The  December  report  on  hogs  and  pigs 
told  traders  that  producers  hare  not 
started  to  expand  their  herds  yet. 

HOG  AND  PIG 
ARITHMETIC 


By  Stanley  W.  Angrist 


Four  times  a  year  the  Department  of 
Agriculture  cranks  out  an  analysis 
of  the  hog  and  pig  situation  existing 
in  the  country  as  of  a  certam  date. 
The  most  recent  of  these  reports 
gives  the  status  for  Dec.  1,  1982.  It 
contams  a  few  surprises.  It  also  con- 
tains the  seed  for  a  relatively  low- 
risk  trade  that  could  bring  cheer  to 
hog  speculators  in  the  springtime. 

The  report  noted  sizable  reduc- 
tions in  inventories  of  all  types  and 
weights  of  hogs.  Market  hog  num- 
bers at  45.9  million  head  were  10% 
under  last  year's  low  number.  The 
summary  also  revealed  that  farm- 
ers, so  far,  are  not  gearing  up  for  a 
big  expansion  of  their  herds. 

Both  the  total  number  of  hogs  and 
the  number  of  hogs  available  for 
market  on  Dec.  1  were  the  second 
smallest  for  this  date  since  the 
USDA  began  keeping  records  in 
1963.  The  only  year  with  lower 
numbers  was  1974.  On  a  per-capita 
basis  the  current  numbers  would  be 
at  record  low  levels. 

The  smallest  inventories  were  in 
the  heavier  weights — those  animals 
available  for  immediate  slaughter. 
Animals  ready  for  market  in  the 
March-April  period  will  be  down 
about  10%.  For  late  spring  and  early 
summer,  only  small  reductions  un- 
der last  year  are  indicated,  but  in 


Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  tbe 
commodity  markets. 


absolute  numbers  supplies  should 
be  adequate. 

Some  analysts  find  the  most 
recent  numbers  to  contam  several 
anomalies.  On  Sept.  1,  1982  the  ten 
leading  hog-producing  states  had  a 
breedmg  stock  that  was  13%  below 
the  previous  year's  numbers.  But 
the  new  report  reveals  that  the  pig 
crop  bom  in  the  September-to-No- 
vember  period  was  only  3%  smaller 
than  the  previous  year's.  Which  of 
these  numbers  in  fact  reflects  the 
number  of  hogs  that  will  be  avail- 
able in  spring  will  not  be  known 
until  the  animals  actually  come  to 
market. 

The  other  puzzle  concerning  the 
December  report  occurs  m  the  cate- 
gory called  "other  disappearance," 
which  is  mostly  death  loss.  This 
number  is  arrived  at  by  means  of 
subtraction,  using  the  lnventory 
numbers  as  of  June  1,  Dec.  1  and  the 
slaughter  that  took  place  between 
the  two  dates.  The  death  loss 
dropped  by  more  than  30%  from  that 
of  the  previous  year.  There  are  three 
possible  explanations  for  this 
number:  1!  We  actually  observed  a 
record-low  death  loss  during  this  pe- 
riod; 21  the  lune  1  inventory  was 
understated;  or  3!  the  Dec.  1  inven- 
tory was  overstated.  Once  agam  the 
actual  state  of  affairs  will  not  be 
revealed  until  market  time. 

The  December  report  had  the  na- 
tion's breeding  stock  7%  below  that 
of  a  year  earlier,  at  a  record  low. 
Perhaps  of  more  importance  is  the 
implied  gilt  retention.  (A  gilt  is  a 
young  female  hog  that  has  not  given 
birth.)  The  retention  number  is 
about  in  lme  with  the  ten-year  aver- 
age of  gilts  saved  relative  to  the  to- 
tal hog  inventory.  This  is  not  con- 
sistent with  an  industry  eager  to 
expand  its  operations. 

Over  the  years  it  has  been  ob- 
served  that   profitable  producers 
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want  to  expand  their  production. 
That  will  probably  happen  some 
time  this  year.  In  order  to  do  it,  gilts 
will  have  to  be  diverted  from 
slaughter.  History  also  teaches  that 
when  this  occurs,  pnces  reach  a  cy- 
clical high.  The  next  question  is: 
How  do  we  capitalize  on  this  state 
of  affairs- 

It  is  satisfying  to  find  trades  that 
have  shown  a  high  degree  of  reliabil- 
ity over  the  years  and  are  consistent 
with  the  current  year's  fundamen- 
tals. Such  a  trade  is  a  hog  spread 
that  involves  buying  June  while 
selling  the  April  contract.  The 
spread  is  normally  put  on  in  early 
February  and  taken  off  in  the  first 
week  of  Apnl. 

This  spread  has  been  profitable  in 
1 1  of  the  past  13  years,  and  even  in 


A  reliable  winner 


Historically  the  premium  that 
the  June  hog  contract  carries  to 
the  April  contract  increases  from 
the  first  week  in  February 
ishown  by  the  left  bars)  to  the 
first  week  in  April  ishown  bv  the 
right  barsl  The  average  profit  or 
(loss)  in  dollars  is  shown  over 
each  pair  of  bars. 


June  over  April  hogs' 


4      "76     ~"%  80 


its  losing  years  the  losses  were  mod- 
est. I  would  initiate  the  spread  if 
June  is  at  no  more  than  a  1 80-point 
premium  to  April,  risk  no  more 
than  60  points  from  my  entry  point 
and  exit  with  a  200-point  profit  or 
the  first  week  in  April,  whichever 
occurs  first. 

The  margin  on  this  spread  is 
about  S500,  while  the  round-rum 
commission  is  S80.  ■ 
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Leaders  rely  on  it. 


When  continental  Europe's  busiest  and  most 
fluential  people  (all  of  them  listed  in  The 
ternational  Who's  Who)  were  queried  about 
eir  reading  preferences,  35%  of  them  named 
e  International  Herald  Tribune.  That's  more 
an  read  any  other  English-language  magazine 

newspaper.  Really  a  remarkably  high  figure 
len  you  consider  that  in  none  of  the  countries 
English  the  mother  tongue. 

Each  day,  the  Trib  reaches  more  than  a  third 
a  million  readers  in  164  countries  around  the 
Drld.  Edited  in  Paris,  printed  in  Paris,  London, 
irich,  Hong  Kong  and  Singapore,  it  is  the 
grid's  only  global  newspaper,  required  reading 
r  decision-makers  in  business,  finance, 
dustry,  government  and  the  professions. 

Not  all  these  readers  are  listed  in  Who's  Who. 
it  wherever  they  live  and  whatever  they  do  for 
living,  they're  trend-setters  in  their  businesses 
d  in  their  communities. 

Consider  these  facts  about  the  Trib's  readers 
)m  the  IHTs  just-released  1982  survey  of  its 
dience: 

Werage  reader  personal  income:  $70,385 
11%  have  earned  one  or  more  university 
grees 

\S%  are  in  Senior  Management 

13%  are  Chief  Executives,  Owners  or  Proprietors 

>4%  are  involved  in  corporate  purchasing 

cisions. 
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Israeli  Envoy  Is  Critically  Hurt  in  London  Shooting;  Jets  Retaliate  in  Lebanon 


The  Trib's  readers  are  leaders.  Top 
customers  and  prospects  for  a  wide  array  of 
quality  goods  and  services.  That's  why  leading 
advertisers  rely  on  the  International  Herald 
Tribune. 


Shouldn't  you? 


Meralfc 
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Published  With  The  New  York  Times  and  The  Washington  Post 

444  MADISON  AVENUE,  NEW  YORK,  NEW  YORK,  10022,  (212)  752-3890 

The  daily  source  for  international  investors. 


The  Contrarian 


BUSINESS 
TRAVEL 


USA,  CANADA 
AND ABROAD 


We  will  send  you  a  free  gift  (value  $5.00) 
—  an  unique  booklet,  the  only  one  in  exis- 
tence, surveying  159  major  business 
cities  worldwide  (23  cities  in  USA  alone) 
covering  accommodations,  dining,  en- 
tertainment, transportation.  All  costs  are 
in  U.S.  Dollar.  This  booklet  can  save  you 
and  your  company  a  lot  of  money  when 
you  and  your  company's  executives  travel 
on  business  worldwide.  Important:  to  re- 
ceive your  free  gift  (value  of  $5.00),  send 
your  request  with  this  ad  on  your  com- 
pany's letterhead  or  with  your  business 
card  with  a  business-size  envelope,  self- 
addressed  and  postage-applied  of  $0.37 
to:  Multinational  Business  Guides  Inc., 
Dept.  FB-183,  P.O.  Box  92  Harvard 
Square,  Cambridge,  MA.  02238.  This 
offer  is  valid  only  in  USA. 


TEACHING  KIDS 

BUSINESS  IS 
OUR  BUSINESS. 


Junior  Achievement  offers  business 
people  a  rare  opportunity.  A  chance 
to  share  their  knowledge  with  the 
next  generation  of  business  people. 

In  our  )A  evening  program  you'll 
meet  once  a  week  with  high  school 
students  to  help  them  set  up  and  run 
their  own  companies.  Or,  in  our 
daytime  program,  Proiect  Business, 
you'll  go  into  classrooms  once  a 
week  to  teach  8th  or  9th  graders 
about  the  business  world. 

To  find  out  more  about  lunior 
Achievement  contact  our  local  office 
listed  in  your  white  pages  or  write 
lunior  Achievement  Inc.,  National 
Headquarters,  550  Summer  St., 
Stamford,  Conn.  06901. 

Like  over  30,000  other  men  and 
women  you'll  discover  a  special 
sense  of  achievement  when  you  join 
junior  Achievement. 

A  little  pridewill 
go  a  long,  long  way. 


Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310  . 


The  market  rarely  does  what  the  forecast 
ers  predict.  They  should  read  Voltaire. 

CANDIDE  IN 
WALL  STREET 


By  David  Dreman 


Many  Street  forecasters  remind  me 
of  Voltaire's  Dr.  Pangloss  in  Can- 
dide.  The  good  doctor,  you  may  re- 
call, was  convinced  there  was  a  ra- 
tional order  to  all  events.  Even  expe- 
rience didn't  cure  his  optimism. 
Crossing  the  street  he  might  slip 
and  fall  into  the  fresh  droppings  of 
the  transportation  of  his  age.  Would 
he  be  perturbed?  Not  at  all.  After 
all,  this  was  the  best  of  all  possible 
worlds.  There  was  a  good  reason  for 
everything. 

Dr.  Pangloss  would  have  felt 
quite  at  home  in  Wall  Street.  Not 
everyone  there  is  as  nice  a  guy  as  he 
was  but,  like  him,  they  tend  over- 
whelmingly to  believe  there  is  an 
order  to  financial  and  economic 
events.  Stocks  go  up  and  down  be- 
cause of  the  state  of  the  economy. 

Take,  for  example,  a  comment 
many  of  us  read  or  hear  at  least  once 
a  day — "The  market  cannot  move 
much  further  without  a  correspond- 
ing move  in  the  economy."  This  is 
the  macroeconomic  or  "top-down" 
approach  of  predicting  stock  market 
direction.  It  is  by  far  the  most  com- 
mon method  practiced  by  invest- 
ment professionals.  These  people 
live  in  a  semi-Panglossian  world. 
First,  they  decide  which  way  the 
economy  is  heading  and  from  there 

David  Dreman  is  managing  director  of 
Dreman.  Gray  &  Embry,  Investment  Coun- 
sel, New  York,  and  author  of  The  New 
Contrarian  Investment  Strategy. 


conclude  whether  stocks  should 
bought  or  sold.  By  their  standan 
stocks  should  go  up  in  an  improvi 
economy  and  drop  when  things  ; 
rotten:  an  orderly  economic  u: 
verse  where  earnings  prediction  i: 
science  and  economists  are  in  hea 
demand. 

The  terrible  truth  is  the  sto 
market  is  not  an  orderly  univer: 
There  is  only  a  small  correlati 
between  the  direction  of  the  ecor 
my  and  the  course  of  the  mark 
The  300-point  rally  that  began 
mid- August  1982,  as  the  econor 
was  free-falling  in  the  steepest  c 
cline  since  the  Great  Depression, 
only  the  most  recent  example  of  t 
economy  going  in  one  direction  a 
the  market  in  the  other.  Or  take  t 
powerful  rally  that  started  in  E 
cember  1974.  It  began  in  the  eai 
stages  of  a  recession. 

The  pattern  has  repeated  itself  i 
decades.  In  the  1930s,  the  marl 
rose  more  than  fivefold  from 
1932  bottom  although  the  econor 
remained  in  terrible  shape.  \ 
most  market  professionals  like 
postulate  a  direct  link  between  t 
state  of  the  economy  and  the  din 
tion  of  the  stock  market. 

Unfortunately  for  these  sagi 
their  problem  is  compounded 
most  exponentially,  because  r 
body  really  knows  where  the  ecc 
omy  is  going.  Steve  Myers,  Sou 
Dakota's  senior  investment  offio 
gave  a  fascinating  talk  last  mon 
at  the  Institutional  investors  Co 
ference  in  New  York.  Analyzi 
the  record  of  44  of  the  nation's  lea 
-ing  economic  forecasting  outf 
since  1976,  he  found  they  were  < 
the  mark  a  remarkable  43%  on  a 
erage  annually.  Myers  gracious 
omitted  naming  names,  which  i 
eluded  virtually  the  entire  Wh( 
Who  of  the  forecasting  set.  So,  i 
not  hard  to  see  why  one  gets  in 


190 


FORBES,  FEBRUARY  14, 


ft-v 

MONEY  &  INVESTMENTS 


rouble  forecasting  the  stock  mar- 
ket by  what  the  economists  predict. 

What  then  should  the  average  in- 
restor  do?  Ignore  the  economic 
'anglosses  and  concentrate  on  val- 
le.  In  spite  of  their  recent  runup,  I 
>elieve  that  stocks  are  still  cheap, 
n  constant  dollars,  the  Dow  is  only 
ibout  one-third  of  its  1965  high, 
vhile  fundamentals  such  as  earn- 
ngs,  dividends,  book  value  et  al. 
lave  all  improved  significantly 
ince  then.  By  traditional  P/E  ra- 
ios,  the  market  is  in  the  bargain 
)asement.  Currently,  the  market's 
VE  on  badly  depressed  earnings  is 
mly  about  11,  against  15  or  16  on 
tverage  for  over  a  century. 

Slow  recovery  or  no,  there  is  still 
t  lot  of  value  around.  Three  I  like: 

General  Foods  (37),  a  leading  pro- 
lucer  of  packaged  foods,  has  shown 
m  11%  rate  of  earnings  growth 
>ver  the  past  five  years.  Although 
he  stock  has  declined  over  20% 
rom  its  recent  high  on  manage- 
nent's  announcement  of  a  lower 
han  expected  December  quarter, 
:arnings  should  still  be  up  close  to 
[0%  in  the  current  fiscal  year  (end- 
ng  Mar.  31)  and  again  in  1984.  The 
VE  ratio  is  8;  yield,  6.5%. 

Kidde  (24)  is  a  well-run  conglom- 
erate with  stakes  in  six  major 
treas,  including  fire  protection,  se- 
:urity  equipment  and  services, 
msiness  and  commercial  products 
ind  lighting.  Earnings,  which  grew 
it  a  14%  rate  for  the  five  years  pri- 
)r  to  1981,  dropped  10%  to  15%  in 
:he  steep  1982  recession.  While 
lot  likely  to  set  records,  earnings 
.hould  bounce  back  in  the  current 
rear.  The  stock  sells  at  5  times 
:arnings  and  yields  4.6%. 

Texaco  (3 1 )  certainly  did  not  expe- 
ience  the  best  of  times  last  year. 
»till;  the  stock  trades  at  little  over 
lalf  its  book  value  of  56  and  only  at 
ibout  20%  of  its  estimated  breakup 
falue  of  $140  per  share.  The  P/E 
atio  of  the  stock  is  6  times  de- 
3ressed  earnings  and  the  yield  9.4% . 

Stay  with  value  and  avoid  meth- 
)ds  of  choosing  stocks  that  are 
)ased  on  a  pair  of  erroneous  as- 
iumptions:  1)  That  the  market 
noves  in  tandem  with  the  econo- 
ny,  and  2)  that  the  economy  can  be 
jredicted  with  any  degree  of  accura- 
:y.  Voltaire  had  Pangloss  die  a  horri- 
ile  death.  Investors  who  want  to 
ivoid  a  sad  fate  should  avoid  his 
5resent-day  successors.  ■ 


The  T.  Rowe  Price  IRA. 
You  start  out  with  freedom  of  choice 
and  always  have  freedom  to  change. 

Invest  your  Individual  Retirement  Account  with  T.  Rowe  Price  Mutual  Funds, 
and  you'll  get  more  than  a  competitive  return  on  your  money.  You'll  get  freedom 
of  choice.  You're  free  to  choose  from  eight  no- load  funds,  each  pursuing  a 
different  investment  objective. 

You  also  have  the  freedom    f  "**"  "™ *  — ™~"  ~*  ™1 

The  T.  Rowe  Price  IRA. 

T.  Rowe  Price  Marketing,  Inc. 
100  East  Pratt  Street,  Baltimore,  MD  21202 
Please  send  my  free  IRA  kit  and  a  money  market  fund 
prospectus  with  more  complete  information,  including 
management  fee  and  other  charges  and  expenses.  I  will 
read  it  carefulrv  before  I  invest. 


to  switch  from  fund  to 
fund  when  changes  in  the 
markets  or  your  needs 
suggest  a  change  in  invest- 
ment strategy.  All  it  takes  is 
a  toll-free  telephone  call. 
For  a  free  IRA 
information  kit,  call: 

1-800-638-5660. 

In  Man' land, 
1-800-492-1976. 
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When  you  write  or  revise  your  will- 
please  think  about  adding  an  addi- 
tional paragraph*  making  a  bequwt 
to  the  American  Cancer  Society.  Of 
course,  this  would  be  only  after  you 
have  provided  for  your  family  and 
others  whom  you  want  to  remember. 

We  receive  some  large  bequests  and 
many  very  modest  oner  And  we're 
grateful  for  all  of  them— because  no 
matter  what  the  size,  they  help  us  to 
continue  our  research  projects,  our 
public  education,  and  patient  service 
and  rehabilitation. 


Ifs  very  easy  to  include  us  in  your 
will— the  wording  is  simple ...  1  give 
to  the  American  Cancer  Society,  Inc., 

the  sum  of  dollars  to  be 

used  far  the  general  purposes  of 
the  Society." 

If  you  or  your  attorney  would  like  to 
have  more  information  about  the 
Society,  what  we  do  or  how  we 
work,  just  call  your  local  ACS  Unit 
or  write  to  the  Crusade  Department 
of  the  American  Cancer  Society, 
777  Third  Avenue,  New  York, 
N.Y.  10017. 

n  <«nc«r  society 
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BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES        BUSINESS  OPPORTUNITIES 


MISCELLANEOUS  FOR 


LOOKING  FOR  NEW  BUSINESS  OPPORTUNITIES? 

General  Electric  j  1983  edition  of  the  "New  Product/New  Butlneu  Dtgett"  deicrtbet 
over  500  producH-and-proceuei  that  are  currently  available  for  acqultltlon  or  Deeming 
to  use  or  manufacture  and  market  yourself 

Items,  large  and  small,  range  from  new  Inventions  and  RSD  spinoffs  to  fully 
developed,  tooled-up  products  from  a  variety  of  sources,  universities.  R40  firms.  Govern- 
ment agencies,  entrepreneurs  and  major  companies  Including  GE  You  may  And  the  one 
product  you  need  to  start  your  own  business,  or  add  to  your  product  line 

Began  13  years  ago  as  an  outlet  lor  GE  Items  only,  the  NP/NB  Digest  now  contains 
Hems  from  sources  around  the  world 

The  Illustrated  t'/i  x  1 1 1nch  "New  Product/New  Business  Digest"  contains  over  40  pages 
and  Includes  complete  names  and  addresses  lot  direct  follow-up  The  19fU  Annual  Edition 
Is  $59.00/copy  ($7500/copy  overseas)  Only  prepaid  orders  are  accepted  NY  State 
residents  add  sales  tax 

General  Electric  Company  •  Business  Growth  Services 
120  Erie  Boulevard.  Room  106  •  Schenectady.  NY  12305  USA 

GENERAL  ^  ELECTRIC 


U  S  A 


 HOME  IMPORT  

MAIL  ORDER  BUSINESS 

Big  earnings  in  profitable  spare  full 
time  proiect  Deal  direct  with  over- 
seas suppliers  Newest  products  at 
fraction  U  S  cost  Up  to  500% 
profit  No  product  investment. 
Famous  world  trader  starts  you. 
Write:  Mellinger.  Dept.  H1592 
Woodland  Hills.  CA  91367 


BUILT  A  BETTER  MOUSETRAP? 

We  will  bu\  or  jointl)  develop  your  ideas, 
inventions,  new  producls.  etc  .  patented 
or  not  Venture  capital  available.  Con- 
fidentiality assured  Call  Mr.  Florio  at 
(9141  632-9201  Leave  your  telephone 
number  and  a  brief  description  or  write  to 
HBI  Inc.,  PO  Box  1020.  Wykagyl  Sta- 
tion. New  Rochelle.  N  Y  10804 


CONSULTING 


SELL  YOUR  BUSINESS? 

NYSE  company  will  purchase  for  cash 
or  stock  profitable  compan)  desiring  to 
solve  problems  of  future  estate,  financ- 
ing, partnership,  or  retirement. 
Reply  to  President 
Box  156.  Fairfield.  CT  06430 


BUSINESS  VALUATIONS 

For  Taxes.  Litigation.  ESOP.  Sale 
Comp.  Plans.  Consult  to  Law. 
Business.  Gov't  Tax  Authorities 

Expert  Court  Testimony 
AMBROSE/ MANAGEMENT 
ADVISORS,  INC. 
1200  Lincoln  #410.  Denver.  CO  80203 
303/571-0111 


BUSINESS  OPPORTUNITIES 

Established  businesses  located 
west  of  the  Mississippi  for  sale  by 
owners.  Many  owner  financed. 
All  price  ranges  available. 
Call  collect. 
Construction  & 
Contracting  Businesses 
Printing  Shops 
Eating  &  Drinking 
Establishments 
Automotive  Related  Businesses 
AFFILIATED  BUSINESS 
CONSULTANTS 

Box  6339.  Dept  F.  Co  Spgs  .  CO  80934 
(303)  630-8188.  Ext  14 
No  fee  to  buyer  involved 


GENUINE  GEMSTONES  I 
JEWELRY 

Free  wholesale  catalog 
Satisfaction  guaranteed 
Member  Jewelers  Board  of  T 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE.  KENTUCKY  4 
TOLL  FREE  SERVICE  1-800-6! 

COMPLETE  LINE  Of 
INVESTMENT  QUAL11 
BRAZILIAN  GEMSTC 

Direct  from  the  Mines  c 
UNITED  MINING  CORPOR 
u.s.  office: 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
lndustria  De  Joias  Padua  L 
Belo  Horizonte,  Brazil 


FORBES  CLASSIFIED  is  published  in  the  first  issue  i 
each  month.  Advertising  closing  date  is  one  mon 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  accor 
pany  order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2440 


Have  you  any  idea  how  much 
America's  colleges  mean  to  you? 

It  was  college-based  research  and  college-trained  Health.  City  planning.  International  relations, 
minds  that  gave  us  electronic  computers,  television,  space-  But  only  if  you  help.  America's  colleges  are  ir 

craft.  That  conquered  polio,  smallpox,  diphtheria.  That  financial  trouble. 

developed  new  strains  of  rice  and  wheat  to  help  feed  the  They  cannot  train  minds  for  tomorrow  unles 

world's  hungry.  make  it  possible  now. 

And  it  will  be  today's  college-trained  minds  that  So  give  them  a  hand.  The  help  you  give  toda 

will  solve  tomorrow's  problems:  Energy.  Transportation.  make  tomorrow's  world  a  better  one. 

Make  America  smarter. 
Give  to  the  college  of  your  choice. 

Jft       Council  for  Financial  Aid  to  Education.  Inc  M^vM  A  Public  Service  of  This  Magazine 

Ah  680  Fifth  Avenue.  New  York,  N  Y  10019  Coincil  &  The  Advertising  Council 
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COMPUTERS 

JEWELRY                            EXECUTIVE  GIFTS 

EXECUTIVE  GIFTS 

INDUSTRIES  INC 

l%-15%  DISCOUNT 
E  OR  MORE 


JRS-80 


4EW  I  IIU'UU  BY  RADIO  SHACK 

lew  in  Cartons  Delivered  Save  Slate 
k  Texas  Residents  Add  Only  5%  Sales 
HI  Mon  -Sat  9-6  We  pay  freight  and 
:e  No  extra  charge  tor  Mastercard  or 
ill  us  tor  a  Reference  Farmers  State 
rookshire  Texas 
ORDER  MODEL  16  TODAY 

Orders:  1-800-231-3680 
22511  Katy  Fwy. 
Katy  (Houston),  Texas  77450 
lestions  &  Inq  ?  1-713-392-0747 
1980,  Marymac  Industries.  Inc. 
Ed  or  Joe  McManus 


FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


I  In  red  and  gold 
I  leatherette. 

I  Slipcase:  $5.95; 
three  for  $17 

Hp»    Binders:  $7.50; 

three  for  $21.75 

:heck  with  your  name  and 

address  to; 
iSE  JONES  BOX  CORP. 
ept.  FB,  P.O.  Box  5120 
'hiiadelphia,  PA  19141 


•brbes: 
ipitaiist 
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SOURCE  PRICES 
GEMSTONES  AND 
JEWELRY! 

FREE  WITH  THIS  AD  .  .  . 
A  satin-smooth  jade  cross  pendant 
with  genuine  ruby.  Reg.  $25,  but 
you  pay  only  $3.50  for  Registered 
Airmail  postage  &  handling.  Satis- 
faction guaranteed.  Limit  one. 
Gratis  monthly  airmail  bulletins 
no  obligation.  Top  banking,  trade 
references  supplied.  Mail  check  to 

GEMSTONE 
INTERNATIONAL  PTE  LTD 

Dept.  KM.  306  Orchard  Building 
Singapore  0923 


PEAR  SHAPE  DIAMOND 

10.45  cts.  Excellent  cut,  color  & 
proportions,  $29,000.  ROUND  DIA- 
MOND 10.86  cts.  VVS  quality.  Ex- 
cellent cut  and  brilliance  $50,000. 
Principals  only. 

(212)  247-3438 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A243  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  800-362-7052 
SOUTHLAND  UNIVERSITY 
Dept.  21B       35  N.  Craig  Ave 
Pasadena.  CA  91107 


Siampien  Stall,  £td. 


THE  EXECUTIVE  COLLECTION 
Hampton  Hall  Ltd.,  the  leading  manufacturer  of  corporate  neckware,  will 
design  a  handsome  tie  and  scarf  for  your  company,  or  school  Add  to  this  a  leather 
bound  wallet  and  a  belt  of  the  same  motif  and  you  have  the  Hampton  Hall 
executive  collection.  Custom  designed  tote  bags  and  hats  are  also  available.  For 
additional  information  and  brochure,  please  call  or  write;  (min  nrHer  150  units) 
HAMPTON  HALL  LTD.,  220  5th  Ave.,  Suite  903-04,  N.Y.,  N.Y.  10001    (212)  685-2440 

Depl.  FB2 


REAL  ESTATE 


NYC  Top  Hotel  Exclusive  Offer 

SHERRY  NETHERLAND 

8  Rm  floor-thru  in  luxurious  Sherry 
Netherlands  Overwhelmingly  beaut  vus 
of  Central  Park  &  city  skyline  from  hi  fir. 
3  BR  suites.  Foyer,  spacious  Living/Dm. 
ultra-kit,  marble  baths.  Dress  Rm — all 
furn.  by  French  designer  Francois 
Catroux.  Every  amenity  imaginable  For 
details:  Guida  de  Carvalhosa  (212) 
688-8700/Res:  628-8539. 

WM.  B.  MAY  CO., 
EST.  1866 


FREE  CATALOG 

Big  .  .  .  Free  SPRING  Catalog  describes 
and  pictures  farms,  ranches,  acreages,  rec- 
reational properties,  businesses,  town  and 
country  homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City.  MO  64112 


LAND  WANTED 


HEWLETT-PACKARD  •  APPLE 
ATARI  -  TEXAS  INSTRUMENTS  • 
COMMODORE,  ETC.  -  HP-85 
$1979,  HP-125  $1979,  HP-87 
$1879,  HP-41CV  $219.95, 
TI-99/4A  $199.95,  TI-59  $104.95 
w/promotion,  PC100C  $149.95. 
Atari  400-16K  $267,  Atari  800-16K 
$679.  800-48K  $449.95,  2600  TV 
game  $139,  Mattel  Intellivision 
$229,  some  Cartridges  $1.00 
above  cost.  Commodore  Vic  20 
$169.95  —  OtherCommodores. 
Call  us  for  thousands  of  items 
not  mentioned. 

OSC  P.O.  Box  74545,  L.A.,  CA 
90004  —  800-421-8045  or  213- 
739-1130  VISA/MC 


TRAVEL 


Cruise  beautiful  French  canals 
on  hotelboat1  Superb  French 
cuisine  Relax  on  sundeck  or  cy- 
cle alongside  while  floating 
through  Burgundy  Visit  pictur- 
esque villages  and  chateaus  In- 
dividuals or  charter  group  (max- 
imum-12)  Pans  pickup  HORI- 
ZON, 215  N  75th,  Belleville,  IL 
62223.  800-851-3448 


INVESTOR  WANTS  LAND 

A  scenic  working  ranch  or  timber- 
land.  Not  less  than  10,000  acres. 
Will  buy  for  cash  or  terms  as  re- 
quired. 

Box  A244  Forbes 
60  Fifth  Avenue 
New  York.  N.Y.  10011 


Hideaways 
 Guide  ^ 


The  Picturebook  | 
of  Secret  Escapes 

World  Wide  listings  ol  vacation  homes 
lor  rent,  exchange  &  sale. 
Also  yacht  charters  &  country  inns. 

call  617  369  0252  now! 

Lor  write  FOB  1459  F  Concord.  MA  01742 


AST  FACTS 
BOUT  FORBES 
UBSCRIBERS: 


*  186,000  serve  on 
their  companies' 
board  of  directors 


*  236,000  serve  on 
boards  of  one  or 
more  companies 


*  684,600  own 
securities.  Average  . 
value:  $473,000 


Total  paid  circula- 
)n:  700,000 


*  336,000  are  in  top 
management  positions 


*  Average  household 
income:  $93,000 


*  Average  net  worth: 
$724,000 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


ARA   119 

Aetna  Life  &  Casualty  136 

Alcan  (Canada]   8 

Alcoa  8 

Alza  151 

Amax   81 

American  Broadcasting  42 

American  Express   147 

American  Lawyer   160 

Amencan  Motors   182 

AT&T   155,  180 

Amencan  Trust  (U.K.|   50 

Amencan  Water  Works   101 

AMIntl   174 

Armco   174 

Associated  Newspapers  Group  (U.K.)   161 

Atlantic  Oil   58 

Avatar  Holdings   74 

BankAmtrica   96 

Barnett  Banks  of  Fla   96 

Barrister  Information  Systems   154 

Bear,  Steams   174 

Matthew  Bender  &  Co  155 

Black  &  Decker  144 

Box  Seat   42 

Bramfflntl   174 

Bridgestone  (Japan)   39 

Brush  Wellman  81 

Burlington  Inds  71 

CXC   180 

Cabot   80 

Canteen   119 

Carling-O'Keefe  Breweries   42 

Carter  Ha wley  Hale   122,  174 

Castle  &  Cooke  174 

CB  Sports   82 

Celanese   174 

Chase  Manhattan   58,  96 

Chemical  N.Y  96 

Choice  Vend   119 

Chnstie's  (U.K.)  146 

Ciba-Geigy  (Switzerland)   151 

Cincinnati  Financial   182 

Citicorp  58,  96 

City  trust   172 

Combustion  Engineering  182 

Computer-R-Systems  155 

Crosspoint  Investment   180 

Cushman  &  Wakefield   78 

DEC   155 

Damon   1 54 

Denver  Gold   43 

Depositors  Trust   132 

Dow  Chemical   94 

Dreyfus  Funds   8 

Eastman  Kodak   149 

Entertainment  Sports  Prgrmng  Network   42 

lack  Eckerd   102 

El  Paso   80 

Ennia  (U.K.)   136 

Exchange  161 

Exxon   126,  145 

Federated  Department  Stores   122 

Federated  Development  55 

Firestone  Tire  &  Rubber  81 

FirstAir   160 

First  American  Financial   56 

First  Atlanta   96 

First  Investors  Bond  Appreciation  Fund   174 

First  Virginia  Banks   184 


Fleming  Amencan  (U.K.)   50 

Florsheim  Shoe  ,  122 

Ford  Motor  145 

Franklin  Realty  Group  78 

GAF  14 

GBC  Closed  Circuit  TV  ..  66 

GFI   146 

Galdi  Securities  56 

General  Foods  191 

GM  145 

General  Public  Utilities  174 

General  Stockholders  Investment 

Trust  (U.K.)  50 

GTE  40 

General  Tire  &  Rubber  49 

Getty  Oil   42 

Goldman,  Sachs   78 

Great  Western  Financial  177 

Gulf  &  Western  48,  124 

Hallmark  Cards  141 

Hammermill  Paper   124 

Harris  Bankcorp   96 

G.  Heileman  Brewing   65 

Hilton  Hotels   64 

Hitachi  (Japanl   148 

Holiday  Inns   64 

Home  Entertainment  Group   43 

Hunt  Mfg  88 

E.F.  Hutton   132 

Hyatt  Hotels  64,  140 

Ikegami  (Japan)   66 

Immac  180 

Indianapolis  Water  Works   101 

Ingersoll-Rand   142 

IBM   155 

International  Safe  Deposit  136 

Irving  Trust   58 

JVC  (Japan)  148 

Johnson  &  Johnson   25 

Kaiser  Aluminum  &  Chemical   8 

Kennecott   170 

Key  Pharmaceuticals   151 

Kidde  191 

K  mart  122 

Knoll  Intl   146 

Landauer  Assocs  78 

Lilly  14 

L.A.  Express  42 

Lumex  58 

MCI  Communications  94 

McDonald's   102,  122 

Manville   174 

Marine  Midland   58 

Marriott   64 

Maitindale-Hubbell  Law  Directory   160 

MasterCard  161 

Matsushita  (Japan)  66,  148 

Mead   155 

Mellon  Bank   96 

Merck  14 

Merrill  Lynch   8,  58,  174 

MGM  Grand  Hotels  140 

MGM/UA  43 

JP  Morgan  &  Co   96 

Morgan  Stanley   78 

Murray  Clydesdale  Investment  Trust  (U.K.)  ..50 

Murray  Western  Investment  Trust  (U.K.)   50 

Mustang  Ranch   10 

Mutual  Shares  Fund  78,  174 

NCNB   184 


National  Convenience  Stores  

National  Distillers  &.  Chemical   

New  Britain  Bank  &.  Trust   

Neiman-Marcus   

New  Danen  Oil  Trust  (U.K.|  

Nissan  (Japan)   

Nomura  Securities  (Japan)   

Northern  Telecom  (Canadal   

Noxell   

P  R.  American  (U.K.)  

Pacific  Telephone  

Panhandle  Eastern  

Pargas   

Pennwalt  

Pepco   

Petrolane  

Pfizer  

Philips  N.V.  (Netherlands)   

Pilkington  Brothers  (U.K.)   

RCA   66 

Radisson   

Renault  IFrance)   

RSVP  

Rcvlon  

Reynolds  Metals  

Salomon  Brothers   3 

Sanyo  (Japan)   

Schering-Plough   9 

G.D.  Searle   

Sears,  Roebuck   

Security  Pacific  Bank   

Servo.mation   

Sheraton  

SmithKline   

Sofaco  Publishers   

Sony  (Japan)   39 

Sotheby  Parke  Bernet  (U.K.)   

Southeast  Denver  Swiss 

Secunty  Vaults   

Southern  Calif  Gas  

Southland   

Southwest  Florida  Banks   

Springs  Mills   

Stanton   

Suburban  Propane  Gas  

Sun  Banks  of  Fla  

Tandy   

Texaco   94 

The  Vault  

Tosco   

Trane  

Union  Carbide  

United  Fmancial   

Vanderbilt   

Vendo   

Visa   

Wachovia   | 

Walgreen  

Wang  Labs  

Warner  Communications   

Warner-Lambert   

Washington  Federals  

Wendy's  Intl   

Western  Air  Lines   

West  Point-Pepperell   

West  Publishing   

Wickes  Cos  

Winterbottom  Energy  Trust  (U.K.|   

Woolco  

Zenith   
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Flashbacks 

.  ■  ■  g 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 


ixty  years  ago  in  Forbes 

om  the  issue  of  February  17,  1923) 

Vhat  is  probably  the  biggest  stock- 
ddling  scheme  ever  conducted  in 
nerica  is  now  under  way  by  W.C. 
irant.  He  is  understood  to  have  al- 
idy  corralled  upwards  of  200,000 
yers  on  the  installment  plan,  net- 
ig  him  receipts  running  into  mil- 
ins  of  dollars  every  month.  Accord- 
l  to  report,  Durant  has  launched 
mething  like  60  companies  since  he 
t  into  financial  difficulties  and  lost 
ntrol  of  General  Motors  some  two 
ars  ago.  The  stocks  of  two  of  his 
mpanies  are  dealt  in  on  the  New 
irk  Curb  Market,  and  both  swiftly 
clined  50%  " 

iccording  to  Chancellor  Cuno,  the 

:rman  people  are  united  in  their  op- 
sition  to  the  French  encroachments 
the  Ruhr  and  are  prepared  to  hold 
t  indefinitely.  It  is  generally  felt  that 
ury  to  industrial  production  from 
e  Ruhr  embargo  can  be  endured  if  it 
ngs  no  acute  suffering  to  the  work- 
sn,  and  that  the  only  immediate 
estion  therefore  is  that  of  pay  and 
3d  for  workers.  The  Reichstag  voted 
:redit  of  1.5  trillion  marks  to  insure 
i  food  supply  and  a  further  500  bil- 
n  for  'Ruhr  emergencies.'  " 


fty  years  ago 

bruary  15,  1933) 

'he  first  week  in  February  saw  the 
tual  end  of  the  Briggs  Manufacturing 
).  strike.  A  simultaneous  shutdown 
Ford  plants  had  forced  more  than 
0,000  wage  earners  out  of  much- 
eded  work  and  attracted  national 
:ention  to  the  walkout.  .  .  .  Pri- 


troil  1933 Briggs  Manufacturing  strike 


vately,  many  Detroit  manufacturers 
have  been  expressing  unreserved  con- 
demnation of  the  conditions  which 
caused  all  but  142  of  6,356  workers  to 
walk  out  on  Jan.  23.  Employees  were 
then  on  straight  piecework.  For  one  or 
two  hours '  earnings,  it  is  reported,  men 
and  women  would  frequently  be  kept 
in  the  plant  from  two  to  six  hours,  with 
no  pay  for  their  waiting  time.  Individ- 
ual earnings  in  some  cases  were  as  low 
as  25  cents  a  day.  .  .  ." 

"Henry  Ford  is  blamed  for  the  latest 
strike  in  Detroit.  Why?  The  allegation 
runs  thus:  The  Ford  Motor  Co.  is 
about  the  worst  offender  in  the  whole 
country  in  compelling  suppliers  of 
materials  to  cut  prices  drastically.  His 
extremely  hard  bargaining  compels 
those  doing  business  with  him  to 
squeeze  workers.  ..." 

"It  is  no  exaggeration  to  say  that 
President  Roosevelt  will  very  largely 
hold  the  destiny  of  America  in  the 
hollow  of  his  hand.  All  eyes  are  upon 
him  already.  One  flagrant  misstep  by 
him  would  imperil  our  economic 
well-being  for  years.  Will  he  measure 
up?  Every  decent  citizen  must  not 
only  wish  him  well,  but  ungrudgingly 
grant  him  mature  opportunity  to 
demonstrate  his  acumen,  his  judg- 
ment, his  statesmanship." 

"Prediction:  Adolf  Hitler  won't  long 
make  a  hit." 

So  numbing  to  the  U.S.  was  the 
Great  Depression  that  this  brief  men- 
tion (one  of  B.C.  Forbes'  two-line  edi- 
torials) was  the  only  reference  to  the 
most  fateful  event  since  the  magazine 
had  last  gone  to  bed — Adolf  Hitler's 
appointment  as  German  chancellor 
on  Jan.  30,  1933. 

It  was  no  spectacular  triumph.  Hit- 
ler did  not  seize  power;  President  Hin- 
denburg  handed  it  to  him  as  the  head 
of  a  minority  party  that  got  only  37% 
of  the  vote  at  its  summer  1932  peak, 
and  had  declined  since.  Only  three 
Nazis  were  among  the  seven  mem- 
bers of  that  first  cabinet.  But  they  had 
at  least  the  tacit  support  of  an  array  of 
German  conservatives — the  army,  in- 
dustrialists who  paid  the  Nazi  bills, 
Junker  landowners  clinging  to  their 
semifeudal  estates;  and  the  opposi- 
tion majority  was  hopelessly  divided. 

In  short,  the  Nazis  intrigued  their 
way  to  power.  In  William  L.  Shirer's 
words,  "The  Third  Reich  owed  noth- 
ing to  the  fortunes  of  war  or  to  foreign 
influence.  It  was  inaugurated  in 
peacetime,  and  peacefully,  by  the 
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Germans  themselves,  out  of  their 
weaknesses  and  their  strengths.  The 
Germans  imposed  the  Nazi  tyranny 
on  themselves." 


Jan.  30,  1933  Hitler  becomes  German 
chancellor,  courtesy  Pres.  Hindenburg 


Twenty-five  years  ago 

(February  15,  1958) 

"Throughout  this  country,  and  in  fact 
throughout  the  world,  there  is  keen 
concern  about  the  continued  business 
decline  here.  Prophets  of  gloom  say 
we  are  headed  for  depression.  A  few  in 
Washington  chirp  brightly  that  there 
is  nothing  really  wrong.  .  .  . 

"We  are  in  a  recession  that  will  be 
worse  before  it  is  better.  We  are  not 
headed  for  depression.  ...  In  my  judg- 
ment purchasers  of  sound  securities 
today  will  find  most  of  them  worth 
more  a  year  from  now.  In  the  months 
immediately  ahead  unemployment 
will  continue  to  rise  and  most  indus- 
tries will  reflect  declines,  but  the  econ- 
omy will  again  be  edging  upward  by  the 
end  of  this  year." — Malcolm  S.  Forbes 

"Young  Tom  Watson's  International 
Business  Machine  Corp.,  which  does  a 
good  deal  of  tabulating  itself,  last 
month  became  an  impressive  business 
statistic  on  its  own.  Reporting  a  1957 
gross  from  sales,  service  and  rentals  of 
$1,000,431,597,  IBM  joined  the  exclu- 
sive fraternity  of  U.S.  companies 
grossing  $1  billion  or  more.  ..." 

In  1983  IBM  passed  $1  billion  rev- 
enues the  second  week  in  January. 
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Untangling  problems 
takes  purpose,  patience 
and  persistence. 
Frank  Tyger 


He  who  asks  of  life  nothing 
but  the  improvement  of  his 
own  nature  is  less  liable 
than  anyone  else  to  miss 
and  waste  life. 
Henri  Frederic  Amiel 


Perfection  is  attained  by 
slow  degrees;  she  requires 
the  hand  of  time. 
Voltaire 


Providence  seldom  vouchsafes 
to  mortals  any  more  than  just 
that  degree  of  encouragement 
which  suffices  to  keep  them 
at  a  reasonably  full  exertion 
of  their  powers. 
Nathaniel  Hawthorne 


If  the  only  tool  you  have 
is  a  hammer,  you  tend  to 
see  every  problem  as  a  nail. 
Abraham  Maslow 


To  be  what  we  are,  and  to 
become  what  we  are  capable 
of  becoming,  is  the  only 
end  of  life. 

Robert  Louis  Stevenson 


If  you  shut  your  doors  to 
all  errors,  truth  will 
be  shut  out. 

Rabindranath  Tagore 


The  people  who  get  on  in 
this  world  are  the  people 
who  get  up  and  look  for 
the  circumstances  they  want; 
and,  if  they  can't  find 
them,  make  them. 
George  Bernard  Shaw 


Success  depends  upon  doing 
well  what  you  can  do  well, 
and  not  doing  what  you  can't  do 
Robert  Half 


Thoughts 

on  the  Business  of  Life 


Enjoyment  of  the  present 
is  denied  to  those  who  worry 
too  much  about  the  future. 
William  Feather 


Life  is  not  complex.  The  man  . 
of  fixed,  ingrained  principles, 
who  has  mapped  out  a  straight 
course,  and  has  the  courage 
and  self-control  to  adhere  to 
it,  does  not  find  life  complex. 
Things  are  so  ordained  that, 
in  the  end,  we  reap  if  we 
faint  not — and  deserve  to  reap, 
of  course.  Complexities  are 
all  of  our  own  making 
B.C.  Forbes 


God  is,  and  all  is  well. 
John  Greenleaf  Whittier 


Consider  the  postage  stamp. 
It  secures  success  through 
its  ability  to  stick  to  one 
thing  until  it  gets  there. 
Josh  Billings 


Oh,  what  a  tangled  web 
we  weave,  when  first  we 
practice  to  deceive. 
Walter  Scott 


The  first  step  in  greatness 
is  to  be  honest. 
Samuel  Johnson 


If  a  man  has  important  work, 
and  enough  leisure  and  income 
to  enable  him  to  do  it  properly, 
he  is  in  possession  of  as  much 
happiness  as  is  good  for  any 
of  the  children  of  Adam. 
Richard  H.  Tawney 


More  than  3.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Prudence,  like  experience, 
must  be  paid  for. 
Richard  Sheridan 


Adversity  borrows 
its  sharpest  sting 
from  our  impatience. 
George  Horne 


Do  not  anticipate  trouble, 
or  worry  about  what  may 
never  happen.  Keep  in 
the  sunlight. 
Benjamin  Franklin 


We  believe  easily  what  we 
fear  or  what  we  desire. 
La  Fontaine 


A  Text . . . 

Faithful  are  the  wounds 
of  a  friend;  but  the  kisses 
of  an  enemy  are  deceitful. 
Proverbs  27:6 


Sent  in  by  Betty  Case,  Washington,  D.C 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Honesty  is  the  best  policy 
because  it  has  so  little 
competition. 
Arnold  Glasow 


Ever  since  man  began  to  till 
the  soil  and  learned  not  to 
eat  the  seed  grain  but  to 
plant  it  and  wait  for  the 
harvest,  the  postponement  of 
gratification  has  been  the 
basis  of  a  higher  standard  of 
living  and  of  civilization. 
S.I.  Hayakawa 
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Once  upon  a  time ... 

you  could  get  ahead  j  ust  by  working  hard 
and  saving  your  money 

Not  any  more.  | 

Today  it's  a  lot  more  complicated. 

How  do  you  keep  your  savings 

ahead  of  taxes  and  inflation ... 

and  still  provide  for  mortgage  payments,  \ 

college  tuitions,  insurance,  investments, 

and  retirement?  1 

How  do  you  cope  with  a  financial  world 

that  has  suddenly  become  infinitely  more  complex? 

Today. .  .whether  you  earn  $50,000  or  $150,000. . .  I 

you  need  a  long-term  strategy  j 

that  properly  places  your  investment  assets 

to  keep  them  earning  maximum  returns.  [ 

At  Prudential-Bache, 

we  call  it  Total  Financial  Planning. 

It's  the  discipline  we  live  by 

Total  Financial  Planning  | 

requires  a  careful  assessment 

of  your  entire  financial  situation, 

and  reassessments  whenever  your  position  changes. 

It  means  gathering  data  pertinent  to  your  financial  life 


and  assembling  a  complete  personal  financial  pro: 
That  profile  forms  the  basis  of  a  strategy 
designed  to  meet  all  your  financial  objectives, 
both  present  and  anticipated. 

Total  Financial  Planning 
is  the  only  sensible  course  of  action 
in  today's  volatile  economy 
It  opens  doors  to  opportunities 
unheard  of  only  a  few  years  ago. 
It  replaces  the  panic  button 
with  an  orderly  system  for  success. 

Your  Total  Financial  Planning  program 
might  well  include  stocks  and  bonds,  options, 
municipals  and  money  market  funds . . . 
among  a  variety  of  investment  opportunities. 
Or  your  financial  position  and  objectives 
may  suggest  diversification  into 
tax  shelters,  private  placements,  commodities, 
annuities,  estate  and  retirement  plans. 
In  all . . .  more  than  sixty-five  financial  alternatives. 

Prudential-Bache  Account  Executives 

are  the  catalysts  behind  the  considered  process 

of  Total  Financial  Planning. 


THE  CAR: 


New  Renault  Alliance.  We  set  out 
to  build  the  best  small  car  in  the  world. 


Affordable 
European  technology. 

Our  goal  was  an  alliance 
of  technology  and  afford- 
ability.  Our  achievement 
is  Alliance,  a  fine  Euro- 
pean sedan-built  in 
America-for  the  price  of  a 
four-passenger  econobox. 

Comfort  for  five. 

Alliance  has  eight  inches 
more  rear  seat  hip  room 
than  Escort.  To  comfort- 
ably ride  five,  not  four. 
And  with  the  front  seats 


on  pedestals,  rear  seat 
passengers  can  slide  their 
feet  forward  and  enjoy 
the  ride. 

Inspired  performance. 

Front-wheel  drive.  Fully 
independent  suspension. 
Power  front  disc  brakes. 
Rack  and  pinion  steering. 
Electronic  ignition.  All 
are  standard. 
Alliance's  1.4  litre 


52  hwy  37 


EPA 
EST 
MPG* 


Alliance  2-door 


engine  is  electronically 
fuel  injected.  Small  won- 
der, then,  that  Alliance 
produces  such  outstand- 
ing mileage.** 


THE  AWARDS: 

Motor  Trend  experts  name  Alliance 
1983  Car  of  the  Year. 


Finalists  were  judged  for 
styling  and  design,  qual- 
ity, comfort,  ride  and 
drive,  handling,  fuel 


economy,  performance 
and  dollar  value. 

"The  Renault  Alliance 
is  the  best  blend  of  inno- 
vation, economy,  and 
fun-to-drive  we  have 
seen  in  almost  a  decade. 
Moreover,  it  represents  a 
uniquely  successful  blend 
of  outstanding 


European  engineering 
and  American  manufac- 
turing know-how." 
-Tony  Swan,  Editor 
Motor  Trend  Magazine 
And  the  European 
version  of  Alliance  was 
named  Europe's  1982  Car 
of  the  Year  by  52  journal- 
ists from  16  countries. 


$5595 


Built  in  America. 


11.9% 

Annual  Percentage  Rate 


Now 


Qualified  buyers  can 
now  finance  any  new 
Renault,  Jeep  or  AMC 
model  at  this  new  low  rate. 
Jeep  Wagoneer  excluded. 
Applies  to  vehicles  de- 
livered through  Mar.  31 
or  ordered  by  Feb.  28. 
Void  where  prohibited. 
Dealer  contribution  may 
affect  price. 

^RENAULT 

American  Motors  n 


Alliance  DL  4-door 


SAFETY 
ISA 
SNAP 


M  'Manufacturer's  suggested  retail  price  for  the  Alliance  2-door.  Price  does  not  include  tax,  license,  destination  charges  and  other  optional  or  regionally 
3H    required  equipment.  "Compare  1983  EPA  estimates  for  the  Alliance  2-door  with  estimated  MPG  for  other  cars.  Your  actual  mileage  depends  on  speed,  trip 


length  and  weather.  Actual  highway  mileage  and  CA  figures  will  probablv  be  lower 


35VO! 
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Over  10,000  drinkers  across  the  country 
have  compared  the  taste  of  Imported  Windsor 
Canadian  to  the  taste  of  Seagram's  V.O. 

And  they  chose  the  mild,  smooth  taste  of 
Windsor  over  V.O.-57%  to  43%. 

If  you're  a  Windsor  drinker,  that  will 
come  as  no  surprise.  But  if  you're  not,  try  the 
taste  of  Windsor  and  find  out  for  yourself 
why  it's  the  Canadian  that  stands  alone. 

You  can't  beat  the  taste  of  Windsor.  And 
you  certainly  can't  beat  the  price. 

WINDSOR^ 

ONE  CANADIAN  STANDS  ALONE 


CANADIAN  WHISKY-A  BLEND  •  80  PROOF  •  IMPORTED  AND  BOTTLED  BY  THE  WINDSOR  DISTILLERY  COMPANY,  NEW  YORK.  N  Y©1983  NATIONAL  DISTILLERS  PRODUCTS  CO 
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One  Pocket  To  The  Other 

Sure,  banks  and  thrifts  have  sucked  in  $215 
billion  in  new  money  market  accounts.  But 
where  did  it  come  from? 
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Communication  Concepts  from  the  Bell  System: 

How  to  be  in  two  pi 


Today,  executives  are  finding  that  a 
scarce  commodity  has  become 
even  scarcer:  time.  To  help  them  make 
the  most  of  their  time  and  to  simplify 
their  hectic  schedules,  the  executives, 
scientists  and  engineers  of  the 
Bell  Network  have  developed  some 
sophisticated  communication  concepts. 

Consider  this  scenario:  You're  in  Atlanta, 
your  business  colleagues  are  in  Los 
Angeles  and  a  joint  meeting  is  essential. 
Instead  of  traveling  coast-to-coast,  you 
only  go  as  far  as  your  own  teleconference 
room.  Once  there,  you  can  hold  a  meeting 
that's  just  about  as  personal  and  immediate 
as  if  you  were  all  sitting  down  at  the  same 
table  together.  Yxi'll  have  more  than  a 
productive  meeting— you'll  be  getting  a  look 
at  what  the  most  powerful  communication  network  in  the  world  can  do  for  you. 

The  concept  is  called  meeting  over  distance,  or  Teleconferencing.  And  it  is  as 
close  as  you  can  get  to  being  in  two  places  at  one  time.  As  the  meeting  progresses, 
you  can  easily  chalk  up  numbers,  charts,  and  ideas  on  your  electronic  blackboard 
system  that's  tied  into  the  Network.  Your  colleagues  in  L.A.  get  to  see  and  respond 
to  everything  as  it  instantly  appears  on  their  monitor.  And  business  takes  place 
in  an  immediate,  compelling  atmosphere. 

What  happens  if  a  meeting  really  demands  more  personal  contact?  The  Bell 
Network  also  lets  you  communicate  face-to-face  with  your  distant  colleagues  from  a 
video  teleconferencing  room.  You  can  instantly  transmit  images  of  visual  aids  with 
your  extra  camera.  And  you  can  send  hard  documents  over  the  network  with  your 
facsimile  machine. 

The  Bell  Network  lets  you  do  more  than  hold  meetings  long-distance.  It  also  lets 
you  effectively  train  people  long-distance  on  an  ongoing  basis.  This  concept  is  called 
Teletraining,  and  it  allows  any  number  of  employees  to  absorb  job  information  and 
lets  you  improve  productivity  while  saving  both  travel  time  and  money. 

Bell  can  help  you  tailor  a  Teleconferencing  system,  large  or  small,  that  puts 
the  Network  to  work  for  you.  Call  1 800  821-2121. 

Communication  Concepts  from  the  Bell  System 


es  at  once 


Expanding  your  ability  to  communicate 
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When  you're  wrong,  you're  wrong 

Last  spring  Fortune  magazine  carried  an 
article  extolling  the  brilliance  of  a  finan- 
cial services  company*  called  Baldwin- 
United.  Of  BU's  boss,  the  magazine  de- 
clared he  had  a  "gift  for  creative  and 
co'mplex  dealmaking."  It  wondered  at 
"his  mind-bending  inventiveness."  In  a 
six-page  article  the  author  never  got 
around  to  mentioning  that  much  of  BU's 
earnings  existed  only  on  paper  and  that 
some  of  its  reserves  were  of  doubtful 
quality,  and  dismissed  the  possibility  Richard  Stern 
that  the  tax  deferral  claimed  for  its  chief   

product  might  be  disallowed.  Creative?  Mind-bending?  Forbes  set  the 
record  straight  in  our  issue  of  Dec.  20,  1982  with  an  article  by  Richarc 
Stern  and  Paul  Bornstein  that  outraged  Baldwin-United  and  led  tc 
follow-up  stories  in  both  the  Wall  Street  Journal  and  the  New  York 
Times — stories  that,  like  ours,  raised  questions  about  the  soundness 
of  certain  BU  practices.  Miffed,  Fortune's  editors  recently  wrote 
"Baldwin-United's  single  premium  deferred  annuities  are  a  hit  with 
just  about  everyone  except  New  York  business  writers."  Some  hit 
Soon  after  our  article  appeared,  several  brokerage  houses  instructec 
their  salespeople  not  to  push  BU's  variable  annuities.  Anybody  car 
make  a  mistake,  but  our  worthy  competitor  seems  to  consider  itseli 
immune.  Prolixity  is  no  substitute  for  perspicacity. 

Running  scared — thank  goodness 

Some  industries  and  unions  are  whining  to  the  government  foi 
protection  against  Japanese  competition,  which  is  why  Assistant 
Managing  Editor  Jim  Flanigan  found  his  recent  visit  to  the  Wesi 
Coast's  high-technology  companies  so  exhilarating.  Flanigan  was 
there  in  connection  with  his  editing  of  this  issue's  "A  matter  of  lift 
and  death."  He  found  the  Coast's  high-tech  people  running  scared,  nol 
out  of  weakness  but  because  Japanese  competition  has  gotten  then 
adrenaline  flowing.  U.S. companies  remain  the  leaders  in  semiconduc 
tor  technology  and  engineering  and  are  finally  catching  up  with  the 
Japanese  in  manufacturing  efficiency  and  reliability.  Do  semiconduc- 
tors matter?  As  much  as  steel,  say,  or  autos  do?  Bet  your  life  they  do 
As  Forbes  pointed  out  in  its  much-quoted  cover  story  of  Nov.  22, 
1982  ("The  molting  of  America"!,  the  world  is  in  the  grip  of  a 
technological  transition  that  may  rival  the  Industrial  Revolution.  The 
semiconductor  is  at  the  heart  of  the  new  revolution.  Our  story 
updates  U.S.  progress  and  explains  why  everybody  wants  into  an 
industry  in  which  nobody  is  making  good  money.  Written  by  Kath- 
leen Wiegner  and  Howard  Banks,  "Life  and  death"  starts  on  page  35. 

Old  dog,  new  tricks 

Speaking  of  technology,  after  more  than  four  decades  of  pounding  a 
typewriter,  I  changed  over  recently  to  a  computer  terminal  and  a 
screen.  My  primary  reason  was  to  get  faster  access  to  Forbes  manu- 
scripts in  various  stages  of  composition  and  to  tame  .the  storms  ol 
paper  that  formerly  descended  on  my  desk.  The  unexpected  anc 
wonderfully  exciting  by-product  is  that  I  have  become  a  faster  writei 
and  editor;  my  output  has  increased  in  quantity  (that  without  doubt 
and  quality  (at  least  in  my  opinion).  For  those  who  still  hesitate  about 
plunging  into  the  computer  age,  I  say:  Come  on  in,  the  water's  fine. 
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Never  before 
in  copier  history 

has  so  little 
done  so  much. 


n^rOCllJCiilC]  th©        No,  it's  not  the  smallest  copier  ever  made. 

PTiinrA  ^ut  ^  nas  more  features  for  its  size  than 
RICOH  ■  T^WlOU  any  other  copier.  They're  features  you'd  ex- 
ect  to  find  in  copiers  much  larger.  Like  reduction  and  enlargement.  And 
ot  just  1  or  2  levels  of  reduction,  but  3.  The  4060  is  also  fast  — you  get  20 
lear,  crisp  copies  a  minute.  And  to  make  your  copying  go  even  smoother, 
ou  can  add  a  document  feeder  and  an  integrated  sorter. 

But  don't  think  that  because  it  has  so  many  features  it  breaks  down  a  lot. 
>n  the  contrary,  the  4060  helps  keep  itself  out  of  trouble.  With  a  simple, 
traight  paper  path  for  fewer  jams.  Plus  an  advanced  self-diagnostic  system 
hat  helps  keep  small  problems  small.  It's  also  backed  by  the  Ricoh  Quality 
.ssurance  Plan?"  This  Plan  means  that  we  stand  behind  the  quality  of  our 
opiers  and  the  quality  of  the  service  you'll  get. 

So  call  our  800  number  below  or  send  in  the  coupon.  And  if  you  need  a 
mall  copier  that  does  a  little  less,  ask  about  the  new  Ricoh  4030  without 
eduction  and  enlargement. 


UlCOH  QUALITY  a  s 

.  ^d-Winning  QUaUty  ^ ^ANCE  VlA* 


vard" Winning  QuaUty  r^^Z^ 
nttol  system  beijms  u,,  A  "ntf,,!  D.  ~ 
^  step  of  manufcet^he  desi  ' Ricoh's  continuous  quality 
^nsive  Census  Eva]  **  «*  -tmues  through 

Observation  program.  each Uatio„  . 

tomers  m  real  offices  g^fcl  i,^  Pre-Marketu,g 
Conti„uouS  Moruto^  °*  *  m^  * 
keeps  a  diary  of  every  p*  K'coh's  ^ 

^ensuresyoua^  C  uuhe  fieUi 

Service  Support  S.^    J  R^L 
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If  you'd  like  to  know  more  about  the  small  copier  that  does  so  much  call 
Ricoh  at  800-526-5368.  In  New  Jersey,  201-797-7809  Or  write  to  us: 
Ricoh  of  America,  Copier  Division,  20  Gloria  Lane,  Fairfield,  N.J.  07006 

Name.  __ 

Company  Title  

Address  

City  State  Zip  

Phone   f-2 
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Trends 


Will  "buy  American"  work? 

The  auto  industry  is  a  world  divided 
over  legislation  to  require  American 
parts  for  imported  cars.  The  United 
Auto  Workers  may  be  pressing  for 
these  "local  content"  laws,  but  the 
1,500-mcmber  Automotive  Parts  & 
Accessories  Association  claims  such 
action  would  violate  international 
trade  agreements  and  be  unlikely  to 
create  any  U.S.  jobs.  Instead,  the  asso- 
ciation says,  retaliation  by  the  Japa- 
nese and  other  auto  exporters  could 
actually  reduce  employment  here. 
The  parts  people  want  legislation  giv- 
ing foreign  carmakers  a  dollar-for-dol- 
lar  cut  in  import  duties  for  every  dol- 
lar spent  on  U.S.  parts,  regardless  of 
where  the  car  was  sold.  This  plan,  the 
association  maintains,  could  create  at 
least  28,000  jobs  in  this  country. 

A  boost  for  exports 

The  Reagan  Administration  has  re- 
versed its  field  on  the  Export-Import 
Bank.  Subsidies  for  aircraft  exports 
once  grated  on  White  House  nerves. 
That  has  changed,  mainly  because  of 
falling  interest  rates  and  a  deal  with 
Europe  limiting  funding  for  export 
sales  (not  less  than  12%  interest  over 


William  Draper 

Money  is  a  marketing  tool. 

ten  years  on  aircraft,  for  instance).  For 
this  fiscal  year  the  Reagan  budget  ear- 
marked $8  billion  for  new  commit- 
ments and  $10  billion  annually  after 
that  (up  from  $5.8  billion  in  1982).  Ex- 
Im  says  it  needs  the  funds  to  "combat 
foreign  interference"  in  traditional 
markets.  Boeing,  for  example,  had 
moaned  over  sales  lost  because  Ex- 
Im's  purse  was  tight;  now  the  Europe- 
ans are  hurting.  General  Jacques  Mit- 


terrand, head  of  Aerospatiale,  France's 
partner  in  the  Airbus,  complained  last 
month  of  lost  sales  because  Europe 
(notably  Britain  and  Germany)  ad- 
hered to  its  agreement  with  the  U.S. 
on  limiting  financing  for  airliners. 
This  complaint  from  the  French 
President's  brother  was  aimed  at  Mc- 
Donnell Douglas'  $1  billion  deal  for 
30  DC-9-80s  in  December.  To  handle 
that,  Ex-Im  ruled  the  rejiggered  design 
was  a  "new"  airplane.  The  bank  is 
also  straining  to  finance  or  guarantee 
sales  to  strapped  countries  like  Mexi- 
co and  Brazil.  Ex-Im's  President  Wil- 
liam Draper  likens  such  funding  to 
the  Marshall  Plan,  which  rescued  Eu- 
ropean customer  economies  after 
World  War  II. 

The  prep  school  tie 

Boarding  schools  are  snobbish  places 
filled  with  rich  kids  from  broken 
homes,  right;  Wrong,  says  a  survey  of 
3,000  new  students  at  40  boarding 
schools  across  the  country.  Conduct- 
ed by  Boston's  National  Association 
of  Independent  Schools,  the  survey  of 
a  cross  section  from  America's  220- 
odd  boarding  schools  found  that  near- 
ly half  the  students  are  the  first  in 
their  families  to  attend  boarding 
school  and  that  more  than  half  have 
gone  to  public  schools  before.  Three 
out  of  four  come  from  families  where 
the  natural  parents  are  married  and 
living  together,  and  nearly  half  the 
students'  mothers  work  outside  the 
home.  Some  75%  of  the  students  were 
"excellent"  or  "bright,  but  bored"  be- 
fore entering  boarding  school.  More 
than  two-thirds  said  academic  chal- 
lenge was  the  most  important  reason 
for  going  to  boarding  school,  and  80% 
said  they  improved  as  students.  "The 
old  stereotype  of  'problem  children' 
being  'sent  away'  to  schools  does  not 
apply,  if  it  ever  did,"  says  Marjo  Tal- 
bott,  who  directs  the  boarding  school 
program  at  NAIS.  Nearly  half  the  stu- 
dents were  the  primary  influence  in 
the  decision  to  go  to  boarding  school. 
Only  one  in  four  was  "uneasy"  with 
it,  or  felt  "pushed,"  but  two-thirds 
said  they  were  pleased  with  the  deci- 
sion now. 

The  unwelcome  weed 

One  motel  is  trying  this  tack  to 
stop  smoking  in  its  beds.  A  card  on 
the  pillow  greets  the  guest  with  the 
news  that  42%  of  hotel  and  motel 
fires  start  with  smoking.  Then  it 
asks  the  guest,  before  lighting  up,  to 


call  the  desk  and  leave  word  where 
the  body  is  to  be  shipped;  to  tele- 
phone the  rooms  next  door  to  alert 
their  occupants;  to  step  into  the  hall 
to  locate  the  nearest  fire  exit;  and 
finally,  if  the  urge  persists,  to  "enjoy 
your  smoke  while  thinking  it  over." 
And  where  was  this  grim  greeting  to 
be  found?  In  a  motel  between  Ra- 
leigh and  Durham,  in  the  heart  of 
North  Carolina's  tobacco  country. 

The  man  in  the  middle 

With  production  workers  averaging 
$  1 7,200  a  year  and  chief  executives  in 
the  Forbes  500  enjoying  a  median  in- 
come of  $400,000,  how  fares  the  man 
in  the  middle?  The  average  for  middle 
management  last  year,  according  to 
the  Administrative  Management  So- 
ciety in  Willow  Grove,  Penna.,  was 
$27,861.  The  society  surveyed  52,690 
managers  in  20  middle-level  jobs  and 
covered  3,194  companies  in  113 
cities.  Plant  managers  scored  highest 
in  the  survey,  with  a  $36,600  average; 
sales  managers  earned  $35,200;  and 
personnel  directors,  $33,500.  The  big- 
gest checks  were  paid  out  west  of  the 
Rockies,  where  pay  increased  12.6% 
last  year  (the  national  average  was 
7.6%),  and  where  the  trend  was  to 
award  raises  to  middle  managers 
strictly  on  merit. 

The  government's  radio 

Before  the  budget  ax  falls  on  its  gov- 
ernment-supported neck,  National 
Public  Radio  is  moving  toward  the 
relative  safety  of  the  profit-making 
world.  Its  new  NPR  Venture,  Inc.  is 
forming  joint  telecommunications 
ventures  with  outside  firms  to  help 
free  Washington-based  NPR  (respon- 
sible for  most  programming  and  for 
the  satellite-linked  network)  from 
federal  money  by  1988.  The  private 
partners  will  supply  cash  and  exper- 
tise. They  like  NPR,  according  to 
Dick  Hodgetts,  vice  president  of  busi- 
ness services,  "because  we  have  the 
distribution  system  in  place."  NPR 
uses  satellites  to  connect  its  270  sta- 
tions and  expects  FCC  approval  soon 
to  use  the  subcarncr  portion  of  its  FM 
bands  to  transmit  data.  Plans  are  in 
place  for  a  national  paging  system  (in 
partnership  with  Mobile  Communi- 
cations Corp.  of  America);  a  portable 
service  offering  stock  quotes  (with 
Dataspeed,  Inc.);  electronic  mail;  a 
pay-per-record  service  for  music;  and 
an  audio  version  of  the  Wall  Street  Jour- 
nal. These  ventures  should  be  earning 
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BECAUSE  HEALTH  CARE  NEEDS 
COME  IN  ALL  SHAPES  AND  SIZES, 
SO  DO  OUR  BENEFIT  PACKAGES. 

When  it  comes  to  choosing  employee  health  care  coverage,every  company  has 
its  own  set  of  needs. To  meet  these  needs,  while  satisfying  cash  flow  objectives,  we 
developed  a  bold  new  approach  called  the  Blue  Cross  and  Blue  Shield  Metamatrix  System. 

With  greater  flexibility  in  the  size  and  shape  of  health  care  packages,  the 
Metamatrix  System  allows  you  the  freedom  to  have  the  most  effective,  cost-efficient 
program.  For  example,  with  options  in  covered  services,  deductibles,  and  copayment 
amounts,  you  can  shape  major  medical  benefits  to  your  specifications.  In  addition, 
you're  allowed  flexible  approaches  to  "stop-loss"  and  "out-of-pocket-limit"  features. 

Yet  product  flexibility  is  only  one  dimension  of  the  Metamatrix  System.  With 
flexible  financing,  improved  service,  uniform  delivery  and  strengthened  cost  containment 
programs,  this  highly  adaptable  system  can  accommodate  any  company's  needs.  Exactly. 

The  Blue  Cross  and  Blue  Shield  Metamatrix  System.  Find  out  how  you  fit  in. 
Contact  your  local  Blue  Cross  and  Blue  Shield  Plan  for  more  information  on  America's 
leader  in  health  care  protection.  AMERICA'S #1  GET  WELL  CARD. 


Trends 


$15  million  a  year  by  1988,  half  the 
expected  Washington  operation's 
budget,  Hodgetts  says.  The  figures 
seem  small,  but  the  total  federal 
spending  for  public  broadcasting, 
$137  million,  isn't  much  by  Washing- 
ton's lights,  Hodgetts  says,  adding: 
"Some  people  around  Capitol  Hill  are 
thinking  of  spending  that  much  on  a 
Radio  Free  Cuba." 

Come,  come  to  the  fair 

Some  of  the  biggest  exhibitors  are  giv- 
ing a  bye  to  the  Offshore  Technology 
Conference,  billed  as  the  largest  an- 
nual technical  trade  show  in  the 
country.  Scheduled  for  Houston  next 
May,  it  has  had  to  scratch  43  compa- 
nies so  far,  twice  the  usual  number. 
More  important,  the  absentees  in- 
clude some  of  the  powers  in  the  oil 
business — Hughes  Tool,  Baker  Inter- 
national and  Dresser  Industries.  Half 
canceled  even  after  the  exhibition  ap- 
proved a  10%  cut  in  costs  as  a  gesture 
to  the  depressed  industry.  The  major 
deterrent  seems  to  be  cost,  which  for 
the  big  companies  can  run  as  high  as 
$1  million,  counting  executives'  time 
and  travel  expenses,  hospitality 
suites,  entertainment  and  the  other 
hoopla  that  must  be  added  to  the  actu- 
al price  of  an  exhibit.  Show  officials 
insist  the  rally  will  still  be  sold  out 
because  companies  like  Westing- 
house  and  Cummins,  which  have 
been  wait-listed,  are  filling  the  empty 
space.  But  is  it  worth  the  price  of 
admission?  A  survey  made  for  Hughes 
Tool  last  year  found  that  only  11%  of 
the  108,000  attending  the  show  were 
its  potential  customers  and  73%  had 
no  buying  influence  at  all. 

Re-creation 

Remanufacturing — making  new  ma- 
chinery and  tools  from  old  equip- 
ment— can  be  more  profitable  than 
making  things  new.  According  to 
Robert  Lund,  assistant  director  of 
MIT's  Center  for  Policy  Alternatives, 
at  least  400  companies  are  churning 
out  products — rotary  lawn  mowers, 
locomotives,  machine  tools — from 
equipment  that  has  been  retired.  Hen- 
wood  Valve  Services  of  Glenolden, 
Penna.,  for  example,  reports  that  80% 
of  its  business  comes  from  remanu- 
facturing and  rebuilding  industrial 
valves,  and  that  it  has  grown  an  aver- 
age qf  35%  a  year  in  the  company's 
nine  years.  Remanufacturing  is  also 
used  at  Unimation,  the  industrial  ro- 
bot maker  recently  bought  by  West- 


mghouse.  Norman  Hcroux,  manager 
qf  international  field  engineers,  says 
rcmanufacturc  is  growing  about  35% 
a  year  there,  too.  The  reason:  "Savings 
to  customers.  It  means  that  we  don't 
have  to  obsolete  robots.  We  can  re- 
mariufacturc  to  the  latest  techniques 
at  65%  of  the  cost  of  new  machines." 
Auto  parts  are  another  big  area. 
Champion  Parts  Rebuilders  expects 
sales  of  remade  carburetors,  water 
pumps  and  other  auto,  diesel  and 
truck  parts  to  grow  perhaps  12%  this 
year.  Harry  Holzwasser,  president  of 
Arrow  Automotive  Industries,  says 
rcmanufactured  parts  account  for 
about  $2.5  billion  a  year  retail  and  are 
growing  30%  a  year.  Eventually,  some 
enthusiasts  say,  whole  automobiles 
will  be  rcmanufactured  in  volume. 

The  perils  of  "groupthink" 

American  businessmen  waste  mil- 
lions debating  trivia  (the  location  of  the 
water  cooler,-  the  site  of  the  company 
picnic),  says  Dr.  Paul  Timm,  assistant 
dean  of  corporate  relations  at  Bngham 
Young  University.  "Studies  show  that 
groups  can  be  better  than  individuals  in 
solving  problems  requiring  relative 
rather  than  absolute  judgments,"  he 
concedes,  but  groups  have  no  advan- 
tage in  solving  brain  teasers  with  only 
one  correct  answer.  Committees  also 
often  fail  to  make  good  decisions,  he 
says,  because  of  collective  ignorance  or 
of  "groupthink,"  i.e.,  worrying  about 
pleasing  one  another  more  than  solv- 
ing the  problem.  Moreover,  Timm 
says,  customers  are  frequently  kept  on 
hold  while  the  boss  huddles  with  co- 
workers. "Each  of  these  kinds  of  things 
saps  psychic  energy  from  people  who 


are  paid  to  use  their  minds,"  he  argues. 
The  biggest  disadvantage,  however,  is 
cost.  A  three-hour  meeting  of  a  12- 
member  committee  can  run  up  a  $600 
tab  if  the  average  salary  is  $35,000. 

The  vanishing  perk 

Bad  times  have  put  a  crimp  in  the 
boardroom's  perks,  according  to  a  Hay 
Group  survey  of  more  than  800  com- 
panies. Its  annual  Hay-Huggins  "non- 
cash compensation  comparison" 
shows  where  the  pinch  was  felt.  Use 
of  company-owned  or  rented  apart- 
ments and  suites,  for  instance,  avail- 
able for  20%  of  executives  in  1978, 
was  open  to  only  10%  in  1982.  Park- 
ing, a  privilege  for  79%  in  1978,  was 
down  to  64%,  and  the  availability  of 
the  company  jet  went  from  37%  to 
30%.  Only  4%  of  surveyed  companies 
gave  home  loans  and  mortgages  to 
executives  last  year,  compared  with 
13%  four  years  ago.  And  more  mates 
probably  stayed  home;  47%  of  the 
firms  counted  in  1978  allowed 
spouses  to  travel  on  company  busi- 
ness at  company  expense.  That  perk 
was  down  to  27%  last  year. 

Phantom  of 
the  keyboard 

The  Los  Angeles  local  of  the  Ameri- 
can Federation  of  Musicians  has 
proudly  announced  a  pay  raise — from 
$1 10  to  $121  a  performance — for  mo- 
tion picture  theater  organists.  Movie 
houses  with  organs  can  now  be  count- 
ed on  a  one-octave  scale,  and  the  L.A.- 
based  union,  which  says  it  has  over 
200  organists,  has  had  calls  for  only 
two  in  the  last  two  years. 


When  the  mighty  Wurlitzer  set  the  mood 

Don't  shoot  the  organ  player,  give  him  a  raise. 
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The  international 
banking  services 

you  expect, 

Corporations  doing  business  with 
us  benefit  from  dealing  with  an  inter- 
nationally integrated  commercial  and 
merchant  bank 

We  help  you  trade  through  our 
network  of  branches  spanning  the  world  s 
main  trade  routes.  We  provide  the 
finance,  settle  payments  across  the 
exchanges,  handle  the  documents  and 
keep  you  informed. 

When  you  need  domestic  banking 
overseas,  turn  to  us  for  a  first  class 
service.  We  are  experienced,  and  have 
one  of  the  widest  ranges  of  local 
currency  available  from  an  international 
bank. 

Through  our  experts  in  the  inter- 
national banking  centres,  you  gain 
access  to  their  markets  for  syndicated 
eurocurrency  lending  and  eurobonds. 

If  you  are  promoting  a  major  capital 


from  a  single 
integrated  source 
-Lloyds  Bank 

project,  come  to  us  for  the  design  of 
finance  and  assembly  of  funds.  We  can 
handle  the  most  complex  international 
financing  schemes. 

When  we  work  together  on  a  financing 
problem,  you  will  find  our  professional 
advice  realistic  and  responsible,  our 
solutions  precise  and  perceptive. 

An  integrated  approach  internation- 
ally sets  us  apart. 

Wherever  you  deal  with  us  you  lock 
into  a  geographic  network  and  range  of 
services  matching  the  best;  you  tap  a 
fund  of  expertise  and  reserve  of  know- 
ledge second  to  none;  you  secure  the 
fast  and  sure  response  that  gives 
you  the  edge. 


Lloyds  Bank 
International 


Follow-Through 


Prices  and  paychecks 

In  mid- 1979,  when  the  inflation  rate 
had  climbed  to  an  ominous  9%, 
Forbes  drew  up  a  table  that  traced 
what  that  single-digit  rate  would  do  to 
the  cost  of  living  (June  11,  1979).  A 
one-family  house,  for  example,  would 
go  from  $68,300  to  $158,748  in  ten 
years.  Actually,  during  that  year  infla- 
tion climbed  even  higher,  to  an  ap- 
palling 13.3%,  which  would  have  in- 
creased the  price  of  that  same  house 
to  more  than  $238,000  by  1989.  At 
13.3%  an  everyday  expense  like  the 
monthly  electric  bill  would  have  gone 
from  $30  to  $105  in  ten  years. 

That  brings  into  sharp  focus  what 
has  been  achieved  in  the  last  two 
years  by  forcing  inflation  down  to  less 
than  4%.  At  that  rate,  the  cost  of  a 
new  Chevrolet,  calculated  at  about 
$8,400  today,  is  still  expected  to 
climb  to  almost  $11,000  by  1989.  But 
that's  a  far  cry  from  the  $20,300  stick- 
er price  the  same  Chevrolet  would 
have  reached  at  1979's  13.3%.  A  pro- 


such  drive-in  titles  as  Fat  My  Dust, 
Battle  Beyond  the  Stars  and  Masque  of  the 
Red  Death.  With"  a  salary  of  more  than 
$1  million  a  year,  Corman  at  56  was 
on  top  of  the  world.  Then,  this  month, 
he  sold  the  whole  works. 

Why?  "I  had  to  gamble  more  and 
more  of  my  own  money  to  get  the 
same  profits,"  he  says.  (Corman  has 
consistently  financed  his  movies  out 
of  cash  flow.)  Last  year  New  World 
made  12  pictures  for  about  $2  million 
each  and  made  30%  on  each  of  them. 
Not  as  good  as  a  few  years  ago  but 
better  than  the  big  studios'  returns. 
With  the  majors  raising  their  budgets 
to  the  stars,  Corman  would  have  to  do 
the  same  to  compete  for  playing  time. 
"We  just  had  to  become  bigger  to  do 
well  against  the  majors,"  he  says. 

While  Corman  mulled  bringing  in 
outside  investors,  he  was  approached 
by  three  Los  Angeles  entertainment 
lawyers  who  also  happened  to  be  pro- 
ducers— Harry  Evans  Sloan,  Larry 
Thompson  and  Lawrence  Kuppin — 
with  a  $16.5  million  deal. 


The  price  of  inflation 

Ten  years 

Seven  years 

compounded 

compounded 

at  13.3%  rate 

at  3.9%  rate 

Items 

1979 

1989 

1982 

1989 

Production  worker's  salary 

$14,006 

$48,822 

$17,194 

$22,474 

Monthly  electric  bill 

30 

105 

47 

61 

Man's  wool  suit 

238 

830 

330 

431 

Chevrolet  Impala  4-door 

5,828 

20,315 

8,378 

10,951 

One-family  house 

68,300 

238,077 

80,400 

105,090 

Auto  insurance  premium 

250 

871 

321 

420 

Annual  college  costs* 

2,230 

7,773 

2,811 

3,674 

*For  stale  resident 

Sources:  fidisc 

hi  Electric  tnstitutt 

Bureau  of  Lai 

tor  Statistics; 

Hart,  Schaffner 

&  Marx.  GM,  National  Assoc  tat  tot 

of  Realtors. 

State  Farm,  American  Association  of 

Slate  Colleges  & 

I  niversities. 

duction  worker  making  $14,000  in 
1979  would  have  to  be  earning  close 
to  $49,000  to  keep  even  with  13.3% 
inflation.  Today,  when  that  same 
worker  is  averaging  about  $17,200  a 
year,  the  weekly  pay  envelope,  even  at 
3.9%  inflation,  would  have  to  swell  to 
almost  $22,500  to  stay  in  step  in  1989. 

The  mini-mogul 

"We're  not  the  biggest-grossing  inde- 
pendent production  and  distribution 
company,  but  we  are  the  most  profit- 
able," Roger  Corman,  president  of 
New  World  Pictures,  boasted  to 
Forbes  14  months  ago  (Dec.  21,  1981). 
In  29  years  Corman  had  produced  or 
directed  more  than  200  films  with 


For  their  money  the  legal  trio  will 
get  the  name,  New  World,  a  1 10-title 
film  library  and,  most  important,  Cor- 
man's  distribution  company.  With  12 
branches  across  the  U.S.  and  Canada, 
New  World  has  built  a  market  for 
itself  for  both  independent  and  fine 
foreign  films.  (Corman  started  with 
Ingmar  Bergman's  Cries  and  Whispers 
in  1973.)  "There  aren't  really  any  dis- 
tribution companies  that  are  recepta- 
cles for  good  independent  product," 
Thompson  says.  He  and  his  partners 
are  betting  that  New  World  will  fill 
that  void.  "We  should  get  the  cream 
of  the  independent  producer,"  Sloan 
says.  The  new  owners  plan  to  keep 
making  the  same  "exploitation  films" 
that  New  World  is  known  for.  The 


Producer-director  Roger  Corman 
Profits  speak  louder  than  titles. 

only  change  will  be  in  the  budgets, 
which  will  rise  to  the  area  of  $3  mil- 
lion to  $6  million.  (Corman's  first 
success,  Monster  From  the  Ocean  Floor, 
cost  $18,000.) 

Corman  has  a  two-year  contract 
with  the  new  buyers.  The  first  year  he 
will  produce  exclusively  for  New 
World;  the  second,  he  will  act  as  a 
consultant.  "We  are  also  buying  Rog- 
er's experience  and  credibility  in  the 
marketplace,"  Kuppin  says.  Corman 
may  not  be  famous  for  great  films,  but 
he  does  make  money,  no  mean  feat  in 
today's  movie  business. 

The  sound  of  bugles 

A  year  ago,  Texas  Instruments'  earn- 
ings were  down  49%  and  the  stock 
was  trading  at  79,  9  times  1980  earn- 
ings (Forbes,  Mar  1 5,  1982).  A  cyclical 
slump  in  semiconductors,  TPs  main- 
stay, was  hurting  all  electronics  com- 
panies, but  the  blame  fell  mainly  on 
the  Dallas  firm's  consumer  products. 
It  had  just  scrapped  digital  watches 
after  losing  millions;  its  home  com- 
puter was  selling  poorly.  Competitors 
and  press  were  slamming  TPs  market- 
ing ("inept")  and  its  whole  manage- 
ment style  ("militaristic,"  "constipat- 
ed"). "Is  it  truly  time  to  hang  crepe," 
Forbes  asked,  "or  will  the  bugles 
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blow  again?" 

The  fanfare  has  sounded,  at  least  for 
consumer  products,  led  by  TI's  99/4A 
home  computer.  In  1981  TI  shipped 
30,000  of  them,  putting  it  fourth  be- 
hind Commodore,  Atari  and  Tandy. 
By  the  end  of  1982,  TI  was  shipping 
30,000  units  a  week.  John  Lazlo  of  San 
Francisco's  Hambrecht  &  Quist  esti- 
mates total  1982  shipments  at 
500,000,  which  would  give  TI  33%  of 
the  market,  a  transistor's  width  away 
from  Commodore's  40%.  TI's  1982 
results  aren't  expected  to  set  any  rec- 
ords, given  the  continuing  slump  in 
semiconductors,  but  the  stock  is  now 
selling  around  160,  27  times  estimat- 
ed 1982  earnings  of  $6  a  share.  The 
99/4A  gets  the  credit.  TI  also  an- 
nounced two  new  small  computers, 
the  99/2  (to  compete  with  the  Timex/ 
Sinclair  $99  models)  and  the  Texas 
Instruments  Professional  Computer 
(to  run  against  IBM's  personal  com- 
puter). The  stock  enjoyed  a  runup 
after  both  announcements. 

The  analysts  are  burbling.  "TI  is  up 
there  with  the  stars,"  says  Seth  Gold- 
win  of  Paine  Webber  Mitchell  Hutch- 
ins.  Even  the  tight-lipped  company 
has  cracked  a  smile:  "It's  a  tremen- 
dous source  of  excitement  and  pride," 
a  spokesman  says. 

Why  is  the  99/4A  doing  so  well? 
One  reason  is  price.  Last  summer,  to 
grab  market  share,  TI  announced  a 
$100  rebate,  effectively  bringing  the 
price  down  to  $199  (vs.  $300-plus  for 
the  competition).  "When  the  rebate 
was  announced,"  says  Goldwin,  "ev- 
erybody remembered  1975,  when  TI 
dominated  the  calculator  market 
with  the  $17.50  model,  and  the  fear 
and  quaking  started." 

The  competition  matched  the 
price,  but  the  damage  was  done.  And 
since  the  99/4A  isn't  compatible  with 
other  home  computers,  customers 
were  locked  in  for  TI's  software  and 
peripherals  (typically  $3.50  for  every 
$1  spent  on  the  computer).  TI  had  also 
increased  its  software  catalog  to  near- 
ly 1,000  programs,  far  surpassing  that 
available  for  competing  models. 

Whether  TI  can  sustain  its  1982 
pace  in  small  computers  remains  to 
be  seen.  But  one  thing  is  certain.  The 
99/4A's  resurgence  is  beautifully 
timed.  The  semiconductor  business 
faces  massive  capital  requirements 
and  increased  competition,  so  the 
chipmakers  can  no  longer  count  on 
steady,  high  profitability.  In  the  past, 
Texas  Instruments  has  balanced  the 
semiconductor  cycles  with  strong 
performances  by  its  defense  electron- 
ics and  geophysical  services  divisions. 
Now  it  has  a  third  leg  to  stand  on. 


In  Paris 


HOTEL 


A  ATHENEE 


Standing  in  the  Avenue  Montaigne,  the  Plaza  Athenee  has 
a  quiet,  relaxed  elegance  unmatched  in  even  the  most  elegant  of  cities. 
Furnished  in  the  style  of  Louis  XV  or  Louis  XVI,  it  sets  the  standards 
by  which  other  world-class  hotels  may  be  judged. 

A  Trusthouse  Forte  Exclusive  Hotel. 

For  reservations  call  toll-free:  800-223-5672  nationwide: 
212-541-4400  in  New  York  City:  1-800-268-9761  in  Canada;  416-363-6033  in  Toronto. 


A  private  investor  group  including  The  First  Boston  Corporation, 
management  of  Hygiene  Industries  and  an  institutional 
investor  has  purchased  the  Common  Stock  of 


Associated  Products,  Inc. 

(including  the  operations  of  Hygiene  Industries) 
from 

Nabisco  Brands,  Inc. 


The  undersigned  arranged  the  financing  of  this  leveraged  buyout 
transaction  and  is  a  member  oj  the  investor  group. 


■mm  The  First  Boston  Corporation 


December,  1982 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mail- 
ing label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes  enter  your  address  on 
this  form  and  check  the  subscription  you 
prefer.  □  1  year  $36  □  3  years  $72  (the 
equivalent  of  one  year  free).  Canadian 
orders,  1  year  $50,  3  years  $104.  Orders 
for  other  countries  add  $25  a  year. 

Subscription  Serv  ice  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 
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Obscene  losses 

Sir:  Re  the  staggering  losses  an- 
nounced by  Bethlehem  Steel,  U.S. 
Steel,  Caterpillar  Tractor,  etc.  Why 
aren't  Jane  Fonda,  Ralph  Nader  and 
the  others  with  a  socialist  agenda  for 
the  U.S.  economy  protesting  these 
"obscene"  losses  the  way  they  so 
loudly  protested  the  "obscene  profits" 
when  our  economy  was  healthier  a 
couple  of  years  ago? 
— Robert  A.  Laing 
\\  ii  Inta,  Kans. 


Hawaii's  business  climate 

Sir:  Your  "East  of  Eden"  article  on 
Hawaii's  business  climate  (Jan.  3D 
was  one-sided.  I  resent  the  statement: 
"Hawaii's  political  leaders,  led  by 
Governor  George  Ariyoshi,  could 
compete  with  the  Soviet  Union's  bu- 
reaucrats in  their  rigid  regulation  of 
every  facet  of  the  islands'  economic 
life."  Hawaii's  people  have  voted  con- 
sistently for  Hawaii's  wise  and  fair 
controls  over  industrial  and  commer- 
cial excesses  that  have  so  damaged 
and  polluted  other  states.  This  is  what 
Hawaii's  planning  and  economic  de- 
velopment policies  are  all  about. 
— George  R.  Ariyoshi 
Governor  of  Hawaii, 
Honolulu,  Hawaii 

Sir:  Hawaii  is  not  the  easiest  place  in 
America  in  which  to  do  business,  nor 
is  California  or  New  York.  But  as  the 
chief  executive  of  a  company  that  has 
done  business  in  Hawaii  for  1 1 2  years, 
and  paid  cash  dividends  to  its  share- 
holders in  every  quarter  for  the  last  79 
years,  I  do  not  agree  that  it  is  as  bleak 
as  you  have  painted  it. 
— R.J.  Pfeiffer 

Chairman,  President  and  CEO, 
Alexander  &  Baldwin.  Inc. 
Honolulu,  Hawaii 

Sir:  You  said  a  lot  that  needs  to  be 
said.  Running  true  to  form,  Hawaii's 
politicians  attacked  the  writer  rather 
than  the  problems. 

More  could  be  said.  Just  ask  the 
movie  industry,  which  gave  up  trying 
to  make  movies  there. 
—R.M.  Thorpe 
Honolulu,  Hawaii 


In  excellent  health 

Sir:  All  is  well  with  Delaware's  pen- 
sion system,  in  spite  of  the  unfortu- 


nate Delaware  example  used  in  your 
Jan.  17  article,  "The  other  $1  trillion." 

About  98%  of  the  employees  cov- 
ered by  Delaware  state  pension  plans 
are  in  systems  that  are  properly  actu- 
arially funded  and  have  been  so  for 
many  years.  The  [example  wasj  based 
on  an  isolated  problem  involving  less 
than  2%  of  our  state  employees — 
principally  state  policemen — that  was 
corrected  several  years  ago. 

In  fact,  the  soundness  of  Delaware's 
pension  system  is  one  of  the  main 
reasons  for  Delaware's  receiving  five 
credit  rating  upgrades  in  the  past  four 
years — more  than  any  other  state. 
—Pierre  S.  du  Pont 
Governor  of  Delaware, 
Dover,  Del 


Kudo  and  brickbat 

Sir:  Fact  and  Comment  II  by  Malcolm 
S.  Forbes  Jr.  is  a  splendid  addition  to 
one  of  the  finest  magazines  published. 

— William  W.  Lanigan 
Basking  Ridge,  N.J. 

Sir:  Your  magazine  has  fallen  badly.  I 
realize  fully  your  desire  to  see  Mal- 
colm Jr.  do  well,  but  surely  you  must 
realize  that  his  twaddle  does  not  come 
anywhere  near  to  the  previous  stan- 
dards of  your  magazine. 
—Jean  C  Flint 
Mesa.  Ariz. 


Heartless 

Sir:  In  Personal  Affairs  (Jan.  17),  a 
comment  was  attributed  to  the  Rever- 
end Walker  of  Houston,  Tex.  that 
"You  can  live  without  artichoke 
hearts."  Sir,  why  would  you  want  to? 

Without  them  life  can  be  unfulfill- 
ing,   frustrating  and  fruitless.  For 
goodness  sakes,  please,  live  with  arti- 
choke hearts  and  enjoy. 
— Pat  Hopper 
Manager, 

California  Artichoke  Advisor)'  Board 
Castrovil/e,  Calif 


Practical  solution 

Sir:  In  your  Jan.  17  article  "Is  Ameri- 
can management  too  selfish?"  David 
Mullins  says  one  "could  take  a  frac- 
tion of  what  it  has  cost  and  will  cost 
the  government  to  keep  Chrysler 
alive  and  then  allocate  the  money  to 
workers  so  they  could  go  to  graduate 
school  in  Detroit  and  it  would  still  be 
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more  productive  than  openly  flouting 
the  capital  markets." 

Chrysler  pays  the  government  $1 
million  a  month  to  administer  the 
loan  guarantee  program.  In  addition, 
the  government  has  a  lien  on  Chrysler 
assets  presently  worth  $2.4  billion. 

Mullins  is  talking  theory,  and  the 
Chrysler  rescue  is  a  practical  solution 
that  kept  several  hundred  thousand 
people  working  and  paying  taxes.  The 
alternative  for  the  government  was 
unemployment    compensation  and 
over  $1.5  billion  in  pension  liabilities 
at  the  very  least. 
— Baron  K.  Bates 
Vice  President,  Public  Relations, 
Chrysler  Corp. 
Detroit,  Mich. 


Buy,  not  sell 

Sir:  An  error  occurred  in  the  article 
titled  "Wall  Street  says  the  recession 
is  over"  (Nov.  22).  Abbott  was  listed  as 
a  "sell."  Actually,  Abbott's  rating  by 
analysts  warranted  a  "buy"  recom- 
mendation based  on  the  guidelines 
you  had  established. 
— David  C.  Jones 
Vice  President,  Public  Affairs. 
Abbott  Laboratories 
North  Chicago,  III. 

Mr.  Jones  is  correct. — Ed. 


Fatigued  by  F&C 

Sir:  My  wife  snapped  this  photo  of  me 
reading  the  current  issue  of  your  mag- 
azine to  our  7-week-old  son. 

He  maintained  an  interest  through 
the  Side  Lines,  Trends,  Follow- 
Through  and  Readers  Say  sections. 
However,  when  I  began  reading  Fact 
and  Comment,  he  went  out  like  a 
light. 

Apparently  with  all  his  getting,  he 
got  tired. 

— -J  eff  Simoi  ise>  i 
Quimby,  Iowa 


In  Toronto 


THE  KINQ 
EDWAliD 


Toronto's  most  beloved  hotel  is  now  its  most  luxurious,  and  indeed  a 
premier  hotel  of  Canada  and  the  world.  Its  location  is  superb,  convenient  to 
both  the  downtown  financial  area  and  the  finest  shops  and  boutiques. 

ATrusthouse  Forte  Exclusive  Hotel. 

For  reservations  call  toll-free:  800-223-5672  nationwide:  ^^y^ 
212-541-4400  in  New  York  City;  1-800-268-9761  in  Canada:  416-363-6033  in  Toronto. 


Here's  a  new  and  better  way  to  gain 
access  to  high  bond  market  yields 


Scudder  Target  Fund  combines 

The  advantages  of  a  bond. . . 

•  high  yields 

•  specific  maturities  between  1984  and  1990 

•  capital  preservation 

. . .  mutual  fund  conveniences 

•  daily  liquidity 

•  monthly  dividends 

•  free  exchange  into  other  Scudder  funds 

•  $1,000  minimum  initial  investment 

•  no  commissions 


Write  or  call  toll-free.  FB 

1-800-453-3305 
SCUDDER  TARGET  FUND 


Scudder  Fund  Distributors.  Inc.. 
175  Federal  Street,  Boston,  MA  021 10 


Name 

Address  

City 

Call  or  write  for  free  brochure  and  prospectus  containing 
more  complete  information  including  management  fees  and 
expenses.  Read  carefully  before  you  invest  or  send  money. 


State 


Zip. 
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Its 

$17,000 less 

than  copiers 
in  its  class. 


Is  this  a  misprint?  Is  there  a  catch? 

No.  You  can  actually  buy  the  IBM  Series  III  Copier/ 
Duplicator  Model  60  for  $17,000  less  than  comparable 
copiers?  And  you  can  either  rent  or  lease  one  at  attractive 
rates  too. 

Our  new  copier/duplicator  creates  high  quality  copies 
and  gives  you  all  these  features: 

A  semiautomatic  document  feed  for  producing  copies 
from  one  or  many  originals.  A  manual  document  feed  for 
making  copies  from  bulky  items  like  books. 

Automatic  duplexing  for  copying  on  front  and  back. 

Job  interrupt  which  allows  small  jobs  to  interrupt 
big  jobs. 


And  a  collator  that's  available  in  20-  or  40-bin  sizes. 

You  even  have  the  option  of  adding  automatic  document 
feed  or  reduction,  or  both,  at  a  later  date.  Right  in  your 
office. 

The  Model  60  performs  tasks  at  the  press  of  a  button. 
And  at  the  press  of  several  buttons,  it  can  even  combine 
tasks. 

To  arrange  for  a  free  demonstration  of  the  IBM  Series  III 
Model  60,  call  your  local  IBM  representative  or  IBM's  toll- 
free  number  listed  below. 

You  could  save  $17,000  by  deciding  on  the  IBM  Series 
III  Model  60. 

And  laugh  all  the  w  ay  to  the  copier.  ~  ~Z~_~Z.  sr 


Call  IBM  Direct  toll  free  at  1 800  631-5582  Ext.  7.  In  Hawaii  Alaska  1 800  526-2484  Ext.  7. 
Or  write  to  IBM,  DRM.  Dept.  ON7,  400  Parson's  Pond  Drive.  Franklin  Lakes,  \J  07417. 

ased  on  manufacturers'  prices  published  as  of  12/15/82  for  plain-paper  copiers  with  reduction,  semiautomatic  document  feed  and  a  rated  speed  of  70  copies  per  minute. 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  DIFFERENCES  BETWEEN  REAGAN'S  BUDGET  AND  THE  FINAL  ONE 


will  be  voluminous,  but  nothing  near  the  volume  of  Cap- 
itol Hill  rhetoric. 
Fortunately  and  unfortunately. 

Fortunately,  Cap  the  Butterknife's  Defense  extravagan- 
za will  be  scaled  down. 

Unfortunately,  it's  possible  that  uncappable  costs  for  a 
needless,  baseless  (if  you'll  pardon  the  pun)  MX  missile 
and  for  two  more  carrier  groups  at  around  $36  billion  (to 
add  to  the  13  we  now  have)  will  survive. 

Fortunately,  unless  recovery  is  aborted  by  international 


trade  and  monetary  chaos,  the  projected  deficit  will  be 
encouragingly  less. 

Unfortunately,  any  appreciable  slowing  in  nondefense 
spending,  including  entitlements,  won't  happen. 

Fortunately,  President  Reagan,  while  governor  of  Cali- 
fornia, demonstrated  real  capability  to  compromise  with 
a  legislature.  Hopefully,  that  skill  will  result  in  a 
bipartisan  final  budget  instead  of  one  side  or  the  other 
going  up — or  down — in  the  flames  of  inflammatory 
political  posturing. 


WHAT'S  GOING  TO  BE  THE  LEAD  ENGINE 


in  pulling  us  out  of  the  recession?  Housing  (see  Fact 
and  Comment,  fan.  3).  With  mortgage  money  now 
available  at  12.5%  to  14%,  projected  housing  starts  will 
soon  be  well  up  again — despite  December's  drop  after 
the  sharp  increase  in  November  (up  24.7%). 


If  mortgage  money  becomes  available  at  10%,  housing 
will  take  off.  At  9% — a  remote  but  still  possible  possi- 
bility— the  takeoff  will  be  powerful  enough  to  pull  up 
many  major  elements  of  our  economy  at  a  rate  that  can 
only  be  termed  exciting. 


WHEN  RUSSIA  PLAYS  ITS  CHINA  CARD 


we  will  benefit,  too,  as  eminently  sensible  Secretary  of 
State  George  Shultz  is  well  aware. 

Those  muddled  Washington  "strategists"  who  think 
lessened  tensions  between  the  U.S.S.R.  and  China  will 
obviously  be  a  setback  for  us  are  not  thinking. 

It  is  entirely  possible  that  the  Kremlin  will  pull  back 
some  of  its  huge  forces  confronting  Asian  neighbor 
China  and  that  the  Chinese  in  turn  will  do  likewise.  At 
this  point,  neither,  for  its  own  reasons,  is  about  to 
create  major  border  incidents  that  include  incursions. 

The  Russian  occupation  of  Afghanistan  is  the  second 
of  the  three  deep  inflammations  in  their  relations.  As 
soon  as  Andropov  has  his  hand  firmly  on  the  throttle,  I 
think  he'll  lead  the  Kremlin  out  of  their  Afghanistan 


morass  with  a  Finland  Solution,  i.e.,  an  Afghan  govern- 
ment that  isn't  hostile  to  the  Kremlin,  that  isn't  mili- 
tarily allied  to  anti-Soviet  powers. 

What  would  be  the  fallout  of  this  letup  in  hostilities? 
China  could  devote  more  of  its  income  and  efforts  to 
the  development  of  its  resources,  its  economy.  The 
former  are  vast,  the  latter  relatively  anemic.  So  engaged, 
its  trade  relations  with  the  U.S.  will  grow  and,  one  day, 
be  impressive.  A  stronger  China  can  increasingly  offset 
Kremlin  inroads  in  Cambodia — their  third  major  point 
of  bitter  contention — and  the  rest  of  Southeast  Asia. 

Between  Russia  and  China  vast  territories  have  been  in 
bloody  dispute  for  hundreds  of  years.  The  root  causes  of 
their  mutual  distrust  will  not  vanish.  But  an  understand- 
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ing  for  the  nonce  serves  the  interests  of  both  nations.  to  a  steadily  growing  friendship.  There  are  compelling 

Except  for  Taiwan,  and  the  current  flap  over  textiles,  the  mutual  reasons,  both  geopolitical  and  economic,  for  that 
U.S.  and  China  have  no  historical  or  geographical  barriers    relationship  to  grow  more  firm. 

ON  THE  SOUND  PREMISE  THAT  BETTER  QUALITY  RESULTS 


when  workers  are  happy  on  the  job,  Ford  CEO  Phil  Cald- 
well started  asking  what  would  make  them  so. 

In  addition  to  the  complaints  that  could  be  anticipated, 
the  amazing  and  most  productive  by-product,  President 
Don  Petersen  told  us,  was  the  range  of  highly  usable 
suggestions  for  ways  of  doing  their  jobs  better  and  more 
quickly.  "It  developed  that  the  biggest  thing  that  would 
make  our  now-very-job-conscious  workers  happier  was 
having  our  cars  made  up  to  snuff,  "  said  Mr.  Petersen. 

This  was  confirmed  to  us  by  Phil  Caldwell,  who  has 
been  making  the  rounds  of  multiple  Ford  on-line  plant 
operations.  "It's  a  whole  new  ball  game  now, "  said  he.  "No 


one  jokes  anymore  about  Friday  or  Monday  cars  suffering 
from  weekend  anticipation  or  recovery.  Workers  know 
survival  for  us  all  is  involved  with  how  well  we  make 
our  product  these  days  vis-a-vis  the  imports.  They're  not 
only  fed  up  with  being  put  down  on  the  quality  of  their 
work,  but  they  also  realize  the  reputation  for  sloppiness 
was  killing  us  all. 

"As  far  as  Ford's  concerned,  these  days  we're  not  just 
claiming  to  make  cars  better.  Thanks  to  asking  countless 
employees  how  we  could  make  their  working  environ- 
ment better,  they're  replying  by  showing  and  suggesting 
countless  ways  to  make  our  cars  better." 


THE  DEATH  OF  ONETIME  FRENCH  PREMIER  MENDES  FRANCE 


called  to  mmd  a  visit  I  had  with 
him  almost  30  years  ago  when 
he  was  in  that  highest  office. 
Some  of  his  comments  then  are 
a  bit  ironic  vis-a-vis  Mitter- 
rand s  statements  now. 

Said  Mendes-France  at  that 
time:  "  My  Government  has 
no  intention  of  devaluating  the 
franc  as  has  been  urged  by 
many  economists.  Our  economic  problem  will  not  be  cured 
by  such  expedients.  Our  prices  are  high  because  or  our  tax 
structure  and  our  rigid  monopolistic  thinking.  I  am  most 
anxious  for  the  chance  to  tackle  these  roots  of  many  French 
difficulties.  I  want  to  see  wages  less  uniform.  . . . 

'But.  concluded  Mendes-France,  with  a  smile:  'We 
don't  keep  Premiers  very  long,  and  there  are  many  who  can 
hardly  wait  to  show  me  the  door.  Who  knows  if  in  four 
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French  Premier  Pierre  Mendes-France  confers  uitb 
Publisfxr  and  Editor  Forbes  in  Paris.  S'oiwnber  1954 


months  I  can  tackle  the  things 
that  four  months  ago  my  Gov- 
ernment was  formed  principal- 
ly to  deal  with.'  ' 

His  greatest  fame  in  the  rest 
of  the  world  stemmed  not  from 
ending  the  French-Indochina 
War  but  from  drinking  milk 
and  advocating  it  to  the  French 
as  a  cure  for  the  prevalent  alco- 
holic problems  of  so  many  of  his  countrymen,  who  are 
literally  weaned  on  wme. 

Ironically,  Pierre  Mendes-France  had  less  impact  as  Pre- 
mier m  that  then-revolving-door  post  of  French  leadership 
than  during  the  last  decade  of  his  life,  when  he  was  genuine- 
ly an  elder  statesman  giving  sage  advice  and  counsel  to 
those  with  the  burning  political  ambitions  that  no  longer 
flamed  in  him.  A  good  man's  gone. 


THESE  TWO  PHOTOGRAPHS 


seen  in  one  of  New  York's 
several  galleries  specializing 
in  photography,  sparked  two 
rhoughts  that  probably  were 

:  in  the  mind  of  photogra- 
pher Garry  Winogrand  or  in 
those  of  the  four  subjects. 

We've  commented  here  in 
the  past  on  how  often  cou- 
ples, pictured  in  local  newspapers  on  their  50th  wedding 
anniversary,  have  come  to  look  alike.  But  did  it  ever  occur 
to  you  that  the  same  could  be  said — perhaps  not  quite  so 
often — of  kids  and  then  pets-  In  the  instance  shown  here,  I 
am  sure  their  mothers  can  tell  them  apart,  but  can  you? 


In  the  other  great  shot  of  a  first  American  talking 
with  a  later  one,  it  is  not  hard  to  imagine  what  they're 
saying  about  Whitey  who  took  the  land  from  the  fa- 
thers of  the  former,  and  took  the  fathers  of  the  latter 
from  their  lands. 
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RESTAURANTS — GO,  C  ,  STOP 


•  Chalet  Suisse— 6  East  48th  St.  (Tel:  355-0855).  Last 
time  we  were  there — a  long  time  back — the  place  was  so 
busy  that  the  service  was  slow,  the  dishes  not  up  to  par. 
3n  a  recent  return,  the  great  Swiss  cream  sauces,  Rosti 
potatoes  and  all  the  rest  reminded  me  how  good  Chalet 
Suisse  is  when  they  are. 

Shun  Lee  West— 43  West  65th  St.  (Tel:  595-8895). 
Shun  Lee  Palace  is  one  of  New  York's  really  good  Chinese 
restaurants — and  for  Lincoln  Center  goers,  it's  nice  to  have 
this  offshoot,  Shun  Lee  West,  at  hand.  But  the  sibling's 
not— yet,  anyway — on  a  par  with  old  bro. 

•  Tamu— 340  West  Broadway  at  Grand  St.  (Tel:  925- 
2,751).  Rijsttafel  is  the  justly  famed  extraordinary  gamut  of 
intricately  cuisined  dishes  with  every  one  sampled  by 
everyone.  This  spicy  Indonesian  bounty  is  well  done  on  a 
moderate  scale  at  modest  prices  here.  If  you've  never  had 
the  experience,  go  have  it. 

Texarkana—  64  West  10th  St.  (Tel:  254-5800).  I  don't 
igree  with  Tim  Forbes  and  Anne  Harrison's  report  that 
'between  the  really  delicious  bayou  fare  and  the  genuine 
aniqueness  of  nearly  everything  offered,  Texarkana  is  a 
real  find.  Barbecued  pork,  which  you  roll  in  lettuce  leaves 
with  creme  fraiche  and/or  hot  dried  peppers,  was  a  chal- 


lenge to  eat  without  dropping  some  in  your  lap,  but  hot, 
sweet  and  delicious,  nonetheless.  Try  the  hearty  fresh 
crawfish  stew.  Texarkana's  fun  when  you're  in  the  mood 
for  something  different." 

•  Trumpets — Park  Avenue  at  Grand  Central  Station 
(Tel:  883-1234).  This  expensive  restaurant  in  the  Grand 
Hyatt  Hotel  (the  strikingly  rebuilt  former  Commodore) 
has  only  a  handsome  decor  to  offer.  Featuring  nouvelle 
cuisine,  the  oft-dned-out  dishes  are  almost  enough  to  put 
an  end  to  the  term  if  not  the  style. 

The  Magic  Pan— 1409  Avenue  of  the  Americas  (Tel: 
765-5081)  and  149  East  57th  St.  (Tel:  371-3266).  There 
are  a  half  dozen  of  'em  around  featuring  crepe-sandwich 
combinations  and  other  unmundane  concoctions.  Very 
popular  with  the  sweet-toothed  Sensible  Sorts  who  used 
to  love  Schrafft's. 

•  Primavera— 1570  First  Avenue  at  82nd  St.  (Tel:  861- 
8608).  A  mellow  atmosphere  and  finesse  in  food  and  ser- 
vice rather  than  the  usual  Italian  gusto  are  the  hallmarks 
of  this  top-drawer  restaurant.  Wonderful  touch:  In  lieu  of 
the  usual  coffee-accompanying  petits  fours,  Primavera  pre- 
sents, on  a  mound  of  crushed  ice,  an  artfully  sliced  assort- 
ment of  crisply  fresh  fruit — in  finger-eating  sizes. 


WHAT  WONDERS  A  LITTLE  LIGHT  CAN  PRODUCE 


I  have  never  seen  the  subtle  psychology  of  light  better 
demonstrated  than  by  the  imaginative  young  proprietor  of 
Primavera  (see  above),  Nicola  Civetta. 

As  his  warmly  handsome  but  modestly  sized  restaurant 
filled,  the  noise  volume  increased.  Noticing  the  lights 


turning  dimmer,  I  jokingly  asked  if  he'd  forgotten  to  pay 
his  utility  bill.  "Oh,  no,"  he  replied.  "When  conversation 
din  grows,  I  dim  the  lights  and  people  lower  their  voices.  It 
also  creates  a  greater  sense  of  intimacy.  Both  are  important 
for  appreciating  good  food." 


PATTER 

A  wonderful  means  of  avoiding  the  Matter. 


MATTERING 


matters. 


BOOKS 


•  Lang's  Compendium  of  Culi- 
nary Nonsense  and  Trivia — by 

George  Lang  (Clarkson  N.  Potter, 

Inc.,  $10).  The  title  says  it  all. 

These  tasty  tidbits,  so  titillat- 

ingly  illustrated,  should  please 

those  who  take  special  delight  in 

gourmayheming. 

Excerpt:  In  Victorian  England,  if 
a  young  lady  wanted  to  be  consid- 
ered properly  spiritual,  dainty  and 
refined,  she  could  not  be  caught  visibly  enjoying  food 
or  wine.  Toprevent  this,  she  usually  ate  heartily  in  her  room 
before  coming  down  to  join  others  in  the  dining  room. 

In  medieval  India,  women  did  the  same  thing  for  differ- 
ent reasons.  Since  male  guests  were  supposed  to  have  the 
best  morsels,  the  ladies  had  a  pre-meal  in  their  apart- 
ments to  be  able  to  withstand  the  temptation. 


•  Items  from  Our  Catalogue — by  Alfred  Gingold  (Avon 
Books,  $4.95).  Anyone  who  gets  any  mail  these  days  suffers 
from  catalog  saturation.  This  spoof  of  the  L.L.  Bean/Norm 
Thompson  variety  is  made  to  order  for  mail-order  aficiona- 
dos; often  as  funny  as  it  is  meant  to  be,  i.e.,  "traffic  cones." 


Traffic  Cone 


Lightweight,  portable  cone  allows  parking 
spot  reservation  or  traffic  flow  redirection  to 
suit  personal  necessity  or  whim  Highly  pig- 
mented outer  surlace  assures  maximum 
visibility,  deters  others  from  invading  personal 
or  vehicular  space  Useful  for  holiday  driving, 
shopping  mall  parking  lots  and  congested  toll 
plans.  May  be  ordered  blank  or  with  wordings 
"FUNERAL"  or  "NO  PARKING  " 

Weight  about  2  lbs 


NOPE    Traffic  Cone.  111.25  ppd. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mind.-MSF 


Men  of  Daring 

Walter  Lippmann  never  lost  his  ad- 
miration for  men  of  daring  and  deter- 
mination. He  liked  them  to  be  strong, 
but  they  also  had  to  have  a  redeeming 
vision  and  a  sense  of  democratic  val- 
ues, men  like  Theodore  Roosevelt, 
Woodrow  Wilson,  Winston  Churchill, 
Charles  de  Gaulle,  leaders  who  could 
express  the  inarticulate  needs  of  their 
people,  help  them  subdue  unname- 
able  fears  and  paralyzing  doubts.  The 
capacity  to  act  "upon  the  hidden  reali- 
ties of  a  situation  in  spite  of  appear- 
ance is  the  essence  of  statesmanship," 
he  once  wrote. 

— Walter  Lippmann  and  the 
American  Century,  Ronald  Steel 

The  Grape  &  Rape 

Linda  Bryant  has  filed  a  $10  million 
lawsuit  against  the  Mogen  David 
Corp.,  maker  of  the  wine  which  she 
claims  caused  Donald  F.  Bryant  to 
rape  his  neighbor  in  June.  The  suit 
said  the  wine  has  a  deceptive  flavor 
which  invites  consumption  "in  copi- 
ous quantities  which  subsequently  of- 
ten then  strikes  the  drinker  with  the 
force  and  effect  of  a  kick  from  a  Mis- 
souri mule."  The  wine,  says  the  suit, 
causes  loss  of  inhibition  and  personal 
control  by  those  who  drink  it.  The 
suit  also  names  the  local  distributor 
and  the  store  in  which  the  wine  was 
purchased  as  defendants  in  the  case. 

— Lake  Sun-Leader,  Mo. 

To  Save,  Raise  Pay 

Time  after  time,  companies  have 
been  able  to  boost  profits  by  raising 
wages,  providing  the  raises  were  ac- 
companied by  increased  performance, 
improved  work  methods  and  formal 
measures  of  accountability. 

A  company  then  is  in  a  position  to: 

— Attract  better  employees,  pay 
them  better  than  average  wages  and 
ct  more  from  them. 

—Motivate  people  to  produce  be- 
cause they  want  to  produce. 

—Insist  on  high  productivity  and 
refuse  to  tolerate  anything  but  good 
overall  quality  and  performance. 

Put  another  way,  for  average  wages 
a  company  will  normally  obtain  aver- 
age productivity.  For  high  wages  a 
company  might  expect  to  get  high 
productivity.  But  it  doesn't.  It  gets 
exceptionally  high  productivity. 


One  of  the  biggest  mysteries  in  to- 
day's uncertain  economy  is  that  so 
few  management  people  realize  this. 
— John  A.  Patton,  management 
consultant,  Wall  Street  Journal 

Pierre  Mendes  France 

Pierre  Mendes-France  died  [in  Paris) 
on  Oct.  18,  at  the  age  of  75.  He  was 
premier  of  Fourth  Republic  France, 
and  in  many  ways  his  death  is  a  more 
significant  loss  for  the  left  in  Europe 
than,  say,  the  loss  of  political  power 
in  West  Germany.  .  .  .The  eulogies 
were  mainly  about  his  moral  author- 
ity, his  moral  rigor.  His  scrutiny  was 
humane,  and  even  humorous,  but  its 
effect  was  rabbinical.  People  who  act- 
ed meanly  or  cynically  or  dishonor- 
ably in  political  life  found  that  they 
could  not  look  Mendes-France  in  the 
eye  any  longer.  They  did  not  know 
what  to  do  with  this  civilized  man. 

— Ved  Mehta,  New  Yorker 

Advancing  Capitalism 

Communist  China  is  taking  up  a 
tool  of  capitalism:  installment  sell- 
ing. TV  sets,  washing  machines, 
watches  and  cassette  recorders  are 
sold  on  credit  in  several  cities.  It's 
hard  to  sell  big-ticket  items  for  cash 
when  a  factory  hand's  monthly  wage 


"Your  chocolate  moose,  sir!" 


is  about  $45  and  a  TV  set  costs  four 
times  that.  Storekeepers  find  that 
well-made  Flying  Pigeon  bicycles  and 
certain  TV  sets  sell  quickly,  while  it 
takes  credit  to  clear  other  stocks.  In 
Peking,  42  department  stores  and  spe- 
cialty shops  now  sell  on  the  cuff. 
Credit  sales  are  limited  to  employees 
of  government  agencies,  collectives 
and  state-owned  enterprises — a  mix 
probably  covering  two-thirds  of  Pe- 
king families. 

*  *  * 

Free  enterprise,  or  at  least  a  limited 
amount  of  it,  probably  will  always  be 
a  part  of  the  centrally  planned  econo- 
my in  the  U.S.S.R.  Free-enterprise 
farming  (has]  proved  to  be  far  more 
productive  than  collectivized  agricul- 
ture. According  to  the  Soviet  publica- 
tion Ekonomicheskaya  Gazeta,  indi- 
vidual farmers  in  1980  contributed 
31%  of  Russia's  meat  production, 
30%  of  milk,  32%  of  eggs,  35%  of 
vegetables,  64%  of  potatoes  and  58% 
of  fruits  and  berries.  And  they  did  it 
using  only  1.5%  of  farming  land. 

— U.S.  News  &)  World  Report 


There  is  no  human  being  so 
wretched  that  he  will  not 
seek  some  means  of  denying 
his  powerlessness. 

— C.W.  Gusewelle. 
American  Heritage 


Baby  Food's  Cheaper 

"It  seems  silly  to  pay  $100  for  a 
[food  processing]  machine  that  con- 
verts everything  you  put  in  it  into 
baby  food." 

— customer,  quoted  by 
Srully  Blotnick  in  Forbes 

"Now  I  Forgot . . ." 

The  argument  that  women  intro- 
duce confusion  into  Government  and 
politics  had  not  raised  its  hoary  head 
in  the  Capitol  for  years  until  the  fol- 
lowing exchange  took  place  at  a  meet- 
ing of  the  Senate  Foreign  Relations 
Committee: 

Senator  Christopher  }.  Dodd  (inter- 
rupting): I  appreciate  the  gentlelady's 
advice  .  .  . 

Senator  Nancy  Landon  Kassebaum 
(mishearing):  I'm  not  a  young  lady. 

Senator  Dodd:  I  said  "gentle." 

Senator  Paul  E.  Tsongas:  In  the 
House,  it's  always  "young  lady." 

Senator  Dodd:  Now  I  forgot  what  I 
was  going  to  say. 

— New  York  Times 
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You  haven't  looked  into 
a  ROLM  phone  system? 
How  embarrassing! 


4 

£4fe 


An  executive  nightmare 
in  one  act... 

du  all  thought  you'd  sold  the  Boss  on  a 
ice  safe  buy  from  Bell.  Then  just  as  you're 
bout  to  breeze  onto  the  next  agenda  item 
le  old  man  gets  inquisitive. 

"What  about  ROLM?"  he  asks 

Thinking  fast  you  try  to  stall  him:  "No.  sir 
arole  and  I  much  prefer  Naples  this 
me  of  year" 

No,  I  mean  the  phones,  he  says.  "ROLM 
hones" 

That's  what  1  mean,  sir"  you  counter 
esperately  "The  phones,  the  mail  The 
>wn's  great,  but  Rome's  phones  are  a  mess" 

By  now  the  old  man's  growing  a  bit 
gitated  He  continues  to  press  you:  "I'm 
liking  about  ROLM  R-O-L-M 

You  search  the  faces  of  your  colleagues 
)r  help  But  by  now.  they're  counting  the 
'ood  panels  on  the  ceiling  Finally,  you 
b  lamely:  "Oh  yes,  ahem.  ROLM  Yes, 
/ell.  we,  uh,  should  be  hearing  back  from 


them,  uh,  next  week,  I  believe" 

Suddenly  you  wake  in  a  cold  sweat. The 
next  day  at  the  office,  you  call  ROLM. 
And  within  no  time,  you,  the  boss  and 
ROLM  are  living  happily  ever  after. . .  with  a 
new  business  communications  system 
from  ROLM.  with  integrated  voice  and 
data  communications  And,  as  you  in- 
cluded the  new  ROLM  PhoneMai' 
message  system,  you're  on  top  of  all 
agenda  items! 

Moral:  In  the  search 
for  better  business 
communications,  all 
roads  lead  to  ROLM. 

Computer-controlled 
business  communications 
systems  from  ROLM  have  been  installed 
in  the  top  20  fortune  500  companies,  the 
10  largest  computer  manufacturers,  the 
top  10  retailers,  nine  of  the  10  largest 
banks  and  many  more.  For  more  infor- 
mation on  our  systems  for  24  to  10.000 
phones,  call  toll-free,  800-538-8154* 


ROLM  Corporation,  4900  Old  Ironsides 
Drive,  MS-626,  Santa  Clara,  CA  95050. 

•Alaska  California  Hawaii  residents  call  1408)  988-2900. 
ext  3025 


HtUHHUHl""''"""" 


Anything  else  is  just  talk. 


■ 


^buVe  got  the  Card. 


New  there's  no  need  to  lose  sleep  over 
lost  luggage.  Stolen  luggage.  Or  luggage 
that  somehow  gets  mangled,  flattened, 
crushed  or  cracked.  Because  you've 
got  up  to  512CX?  insurance  on  vour 
baggage-and  its  contents-when 
vou  charge  vour  travel  tickets  with 
the  American  Express'  Card.  You're 
covered  while  aboard  anv  licensed 
common  carrier-train,  plane,  boat  or 
bus.  And  the  insurance  also  covers  cer- 


tain carry-on  items-like  bnetcases  and 
cameras.  Naturally,  there  are  conditions 
and  exclusions  which  apply"  But  no  other 
major  charge  card  provides  this  world- 
wide service.  \\  hat's  more,  baggase  insur- 
ance is  automatically  provided  when  vou 
charge  vour  travel  rickets  with  the  Card.  So 
from  now  on,  lost  luggage  doesn't         -  ■ 
mean  all  is  lost.  Because  you've  | 
got  the  American  Express  Card. 
Don't  leave  home  without  it. 


fordetak.  all  1-&X~645-970C>  or u-rite  Aimam  Express  Card  BdggjgL  Insuranx  Pirn".  P.Q  Box  311.  Jericho.  Sen  York.  U75i. 
In  f\iii  jfimwling  I  hi  i  mi  nip  lum /it  ill  lit  ufft  1 1 1\(  Am  i>  mi  T  ifm  w  Tnwiffi  tin  it'll  iiii  i  Owftwij  tin    die  MtcyhoUer 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  DEFICIT  NIGHTMARE  WON'T  HAPPEN 


The  Administration's  new  budget  predicts  a  deficit  for 
the  current  fiscal  year  of  $207  billion  and  $189  billion  for 
the  following  year.  And  that's  if  Congress  goes  along  with 
all  of  the  President's  suggested  reductions  in  social  spend- 
ing, which  it  won't. 

Don't  be  alarmed  by  these  numbers.  They  won't  happen. 

Washington  always  overestimates  a  deficit  coming  out 
of  a  recession.  It  never  appreciates  what  a  recovering 
economy  does  to  boost  revenues  and  to  cut  outlays  for 


safety  net  programs,  such  as  a  food  stamp  program  and 
unemployment  insurance.  Lower  interest  rates,  at  least 
compared  with  last  year's  catastrophic  levels,  will  help, 
too.  Over  15%  of  the  budget  goes  for  interest  on  the 
national  debt. 

This  writer's  more  realistic  projections  on  the  deficit: 
for  fiscal  1983,  $160  billion  versus  the  Administration's 
guess  of  $207  billion;  for  1984,  $95  billion  versus  the 
Administration's  $189  billion. 


GOOD  INTENTIONS,  BAD  RESULTS 


Why  are  criminals  set  free  owing  to  legal  technicalities 
that  surface  during  their  trials,  technicalities  that  are 
irrelevant  to  the  question  of  guilt  and  innocence? 

The  prime  villain  for  this  uniquely  American  phenom- 
enon is  something  called  the  exclusionary  rule,  an  inven- 
tion of  the  Supreme  Court  that  bars  evidence  in  criminal 
trials  if  it  was  illegally  obtained.  The  problem  is  defining 
what  is  "illegal." 

The  rule's  intent  was  a  noble  one — deterring  police  from 
engaging  in  "unreasonable  search  and  seizures,"  which  are 
prohibited  under  the  Fourth  Amendment.  But  its  result 
has  made  a  mockery,  a  farce,  of  the  criminal  justice  sys- 
tem, which  is,  after  all,  supposed  to  be  a  search  for  truth. 

Evidence  is  thrown  out,  for  instance,  if  a  judge  makes  a 
technical  error  in  issuing  a  search  warrant.  The  courts 
have  rendered  hundreds  of  decisions  trying  to  answer  such 
questions  as  whether  using  dogs  to  sniff  baggage  for  drugs 
is  improper,  whether  evidence  that  was  not  listed  in  the 
original  search  warrant  should  be  admissible,  whether  an 
anonymous  tip  is  "probable"  grounds  for  issuing  a  war- 
rant, etc.,  etc.  They  continually  change  and  refine  the  rules 
for  gathering  evidence. 

That's  why  many  police  departments  must  have  attor- 
neys brief  their  officers  of  the  latest  twists  and  nuances  of 
court  rulings.  No  single  lawyer,  much  less  a  policeman,  is 
able  to  grasp  all  the  wrinkles. 

What  to  do? 

The  Administration  wants  to  change  the  exclusionary 
rule  so  that  evidence  can  be  admitted  in  a  trial  if  police 


officers  had  acted  in  "good  faith"  and  didn't  know  they 
were  violating  some  technicality. 

The  Supreme  Court  itself  may  create  a  "good  faith 
exception"  in  a  particular  case  pending  before  it. 

Such  a  change  would  be  better  than  what  we  now  have, 
but  it  guarantees  a  flood  of  litigation  defining  what  "good" 
and  "bad"  faith  is.  It  invites  perjury.  Ignorance  would  be 
bliss  for  law  enforcement  officials. 

Far  better  for  Congress  or  the  High  Court  to  abolish  the 
exclusionary  rule  altogether. 

No  other  country  in  the  world,  including  Great  Britain, 
has  the  equivalent  of  it. 

Would  abolition  unleash  a  wave  of  police  terror  and 
midnight  knocks  to  obtain  evidence?  That's  the  picture 
painted  by  the  rule's  defenders. 

The  answer  is,  of  course  not.  This  nation  wasn't  in  the 
grip  of  a  Gestapo-like  police  system  when  the  Supreme 
Court  imposed  the  exclusionary  rule  on  the  state  judicial 
systems  in  1961. 

It  shouldn't  be  too  difficult  to  improve  civil  remedies  for 
innocent  victims  of  truly  illegal  search  and  seizures,  the 
kind  that  offend  common  sensibilities.  Nor  should  it  be 
impossible  to  discipline  police  officers  who  engaged  in 
such  activities. 

The  exclusionary  rule  only  benefits  the  criminal  and  his 
lawyer.  It  has  undermined  public  faith  in  the  judicial 
system's  ability  to  render  justice. 

It  should  be  scrapped. 

Now. 
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NOW  YOU  CAN  PROVIDE  A  SUPERIOR 
IRA  PROGRAM  WHILE  HARDLY  LIFTING  A  FINGER 


Now  that  IRAs  are  available 
even  to  wage  earners  with  pension 
plans,  your  employees  are  proba- 
bly thinking  about  them  right  now. 

And  wondering  if  you  are  going 
to  make  available  an  IRA  program 
to  supplement  their  retirement 
income. 

Realizing  this,  Metropolitan  is 
oady  to  provide  your  employees 
h  a  program  that  tequires  mini- 
effort  on  your  part  and  involves 

practically  no  cost  to  you. 

It's  Metropolitan's  Metromatic 
IRA  Program. 

All  you  do  is  arrange  for  payroll 
deductions  by  your  employees. 
Metropolitan's  trained  profession- 
als will  hold  one-on-one  interviews 
with  your  employees  to  discuss 
the  benefits  provided  by  an  IRA 


and  assist  them  in  establishing 
their  own  IRAs  for  amounts  up  to 
$2,000.  The  administrative  details 
will  be  handled  by  Metropolitan 
and,  with  your  cooperation,  the 
program  will  be  communicated  to 
your  employees. 

In  addition,  Metropolitan  will 
provide  a  sound  and  attractive 
vehicle  for  the  IRA  contributions— 
the  Flexible  Retirement  Annuity 
Contract. 

All  of  your  employees  who  are 
interested  in  providing  for  retire- 
ment on  a  tax-deferred  basis  will 
welcome  this  unusually  beneficial 
IRA  program.  It  features  an  op- 
tional provision  that  will  continue 
payments  to  the  employee's  IRA 
in  the  event  of  total  disability.  It 
has  flexible  options  which  allow  use 


of  the  IRA  to  provide  retirement 
income.  Under  this  program, 
employees  can  even  continue  their 
IRAs  should  they  leave  the 
company. 

Metropolitan,  because  of  its  vasl 
financial  and  human  resources,  is 
equipped  to  serve  a  company  of 
any  size  and  in  any  location. 
Arranging  for  Metromatic  IRA  is  a 
simple  matter.  Just  contact  your 
local  Metropolitan  office  and  ask  tc 
have  a  representative  call. 

This  is  a  chance  to  make  a  favor- 
able impression  on  your  employees 
at  practically  no  cost  and  with  vir- 
tually no  effort. 

5<!  Metropolitan 

SmmmS    Insurance  I  Companies 


METROPOLITAN  REALLY  STANDS  BY  YOU. 


Life/Health/Auto/Home/Retirement 


1982  Metropolitan  Life  Insurance  Co.,  New  York.  N.V. 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


Economic  indicators 
are  changing 
from  red  to  green 


Consumers  are 
gloomy 
but  their  balance 
sheets  are  healthy 


The  long-range 
problems  begin 
to  respond  to 
Reaganomics 


PICKING  UP  STEAM 

What's  Ahead  continues  to  side  with  the  optimistic  minority.  We 
think  GNP  in  the  first  quarter  will  rise  at  an  annual  rate  of  more  than 
5%  and  stay  close  to  that  level  for  the  remainder  of  the  year.  That 
sounds  like  a  lot  of  growth,  but  it's  not  at  all  out  of  line  with  past 
experience  when  the  economy  was  coming  out  of  recession  (as  Council 
of  Economic  Advisers  Chairman  Martin  Feldstein  points  out  in  this 
issue's  cover  story). 

Traditional  signals  are  flashing  bright  green.  The  index  of 
leading  economic  indicators,  for  example,  has  been  up  eight  of  the  last 
nine  months.  Also,  real  wages  are  increasing,  and  both  auto  sales  and 
housing  starts  are  posting  sizable  gains.  Because  inventories  have  been 
pared  to  the  bone,  business  will  begin  to  hire  back;  note  that  General 
Motors  is  recalling  workers,  starting  second  shifts  and  even  reopening 
closed  plants.  Factory  orders  rose  nearly  5%  in  December,  the  largest 
increase  in  30  months.  The  National  Association  of  Purchasing  Man- 
agement reports  that  new  orders  have  reached  their  highest  levels  in 
more  than  1  Vi  years. 

AS  RETAIL  SALES  PICK  UP,  INVENTORIES  WILL  HAVE  TO  BE  REBUILT.  While 

much  of  the  public  remains  gloomy — credit  media  hysteria  about 
"Depression" — the  state  of  their  balance  sheets  belies  the  gloom. 
Between  1980  and  1982,  personal  income  was  rising  18%.  For  the 
middle  income  earners,  where  the  heavy  discretionary  purchasing 
power  is,  the  major  portion  of  the  1982  tax  cut  has  not  been  felt  yet;  it 
will  be  when  tax  refunds  are  put  in  the  mail  later  this  spring  and  when 
taxes  drop  again  after  July  1. 

Fed  policy  most  definitely  will  not  nip  the  recovery  in  the  bud.  "The 
monetary  aggregates  are  growing  at  an  accommodating  rate,"  points 
out  John  Barnds  of  Detroit's  NBD  Bancorp.  Meanwhile,  inflow  from 
the  new  insured  money  market  deposits,  while  much  of  it  is  not  net 
new  money,  is  starting  to  make  the  banks  more  aggressive  about 
lending. 

No,  the  millenium  has  not  arrived.  As  this  issue's  cover  story  tells, 
the  dollar  is  overvalued  and  this  is  a  serious  threat  to  the  U.S.'  long- 
term  international  solvency.  The  longer-term  danger  remains  of  a  new 
burst  of  inflation,  undoing  the  fragile  progress  achieved  under  Fed 
Chairman  Paul  Volcker.  There  remains  the  underlying  problem  of  an 
inadequate  savings  rate  to  supply  reasonably  priced  capital  to  govern- 
ment, business  and  consumers.  Because  of  the  inadequate  savings  rate, 
federal  deficits  are  more  dangerous  in  the  U.S.  than  they  are  in  Japan  or 
West  Germany.  But  if  the  recovery  is  as  strong  as  we  expect  and  if  it 
takes  place  without  significant  expansion  in  the  inflation  rate,  the 
chances  are  good  for  lower  long-term  interest  rates.  The  savings  rate  is 
now  starting  to  expand  in  response  to  Ronald  Reagan's  economic 
policies,  which  have  created  a  better  atmosphere  for  investment  than 
we  have  had  for  a  long  time.  Traditionally  Americans  save  roughly  6% 
of  aftertax  income.  In  1982  the  figure  approached  7%,  and  this  year  it 
could  reach  the  8%  level. 


FORBES,  FEBRUARY  28,  1983 


25 


The  Forbes  Index 


Forbes  Index 
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145- 
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12S  

Current  133.0 
Previous  130.4 
Percent  change   -r  2.0 

90  

Green  light.  This  is  the  third  gain  in  a  row  for  the  Forbes 
Index,  and  it's  a  strong  2%  this  time.  That's  a  bullish  sign, 
suggesting  a  recovery  is  in  the  offing  or  may  already  have 
begun.  The  index  hasn't  behaved  like  this  since  August 
1980,  when  it  posted  six  consecutive  gains. 

Examine  the  components  of  the  Index  a  bit  more  closely 
and  the  picture  looks  even  brighter.  The  11.4%  drop  in 
unemployment  claims  in  December  was  the  most  posi- 


tive news,  especially  following  the  prior  period's  8.9% 
drop.  The  continuing  drop  in  manufacturers'  inventories 
of  0.9%  was  equally  encouraging. 

On  balance,  what  these  tea  leaves  suggest  is  a  much 
stronger  upturn  than  most  economists  expect.  GNP 
growth  in  the  first  quarter  could  exceed  an  annual  rate  of 
5%.  And  if  interest  rates  stay  down,  the  recovery  will  last 
well  into  1983. 


The  Forbes  Index  Components 
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The  Forbes  Index  is  a  measure  of  U.S.  economic  activity  — — — 
composed  of  eight  equally  weighted  elements:  Total  in-  320 
dustrial  production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales,  — 
new  housing  starts,  personal  income,  the  change  in  the  240 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right 
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Was  Allied 

crazy 

to  acquire 


C 1983  Allied  Corp 


apparently  a  lot  of  people  thought  so,  because  they  didn't  think  we  had  a  strategy. 
But. 

Ve  said  we  wanted  to  expand  in  electronics,  one  of  the  fastest-growing  industries  in  the  world. 

With  Bendix,  we  did. 
Ve  said  we  wanted  to  advance  our  technology. 

With  Bendix,  we  did. 

Ve  said  we  wanted  to  balance  oil  and  gas  profits  with  improved  profits  from  domestic  businesses. 

With  Bendix,  we  did. 
\nti  with  Bendix,  we  even  got  a  bonus.  Overnight,  we  became  a  leading 

manufacturer  of  automotive,  aerospace  and  industrial  equipment. 
^11  in  all,  we  acquired  a  well-run  $4-billion  company 

with  61 ,000  talented  employees  to  help  our  earnings  grow  faster, 
'his  acquisition  fits  our  strategy  and  then  some. 

Crazy?  No.  Just  good  business. 


We  mean 
business. 


j  * 

Chemicals/Fibers  &  Plastics/Oil  &  Gas/Electronics/Aerospace/Auiomotive/lndustrial/Health  &  Scientific 


lyfct/i-W  xporation 


Tb  a  world  of  chaos  and  confusio 

rational  approach 


Today,  most  organizations  realize 
how  critical  it  is  to  manage  informa- 
tion effectively.  After  all,  information  is 
a  key  resource.  So  the  choices 
you  make  today  for 
data  processing, 


TheOPENW2r!l 


tanSess>rge  or  s"  ;  .  '  ught  with  * 
.nto.rna.onrna^-^  deducts.. 


omplexity- 
and  in  a 


technology- a*n*5eof  suppl.ers. 
bewilder.ng  array  Northern  Te£|°^orid- 

Communications. s*n     nagement.  d 

OPEN  ^i^Slonftroducts  and  a 


"  *  rommunico' 
ment.-corn  k 
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,s  Northern  Telecom  f(d_ 


This .-  . 
management 


OPEN  World:  our 
commitment  to  infor- 
mation management 
systems  that  meet 
the  Five  C's— 
continuity,  compati- 
bility, congeniality, 
control  and  cost- 
effectiveness. 


^"•^SK  Board 
rrthernTe.ecornUrn. 


mrtmentto  information 

Edmund  B.F.tzgera»d 
^rfernTe.ecornUrn.ted 


voice 
and  data  commu- 
nications, word 
processing  and  image 
communications  will  deter- 
mine, to  a  large  extent,  your  future  success. 

But  deciding  on  an  information  man- 
agement system  can  be  very  complex. 

Obsolescence  is  a  constant  concern. 
Because  of  the  rapid  pace  of  technology, 
today's  innovation  too  often  becomes 
yesterday's  generation.  To  compound 
the  problem,  the  needs  of  your  organi- 
zation are  also  constantly  changing. 
How  do  you  know  what  your  require- 
ments are  going  to  be  next  year? 

Also  contributing  to  the  complexity 
is  the  ever-growing  number  of  suppliers 
offering  a  vast  array  of  products  and 
services.  Products,  which  for  the  most 


part,  are  incompatible. 

It  is  a  market  characterized  by  chaos 
and  confusion. 

OPEN  World -finally. 

an  approach  that  makes  sense. 

Northern  Telecom  has  introduced  a 
rational  approach  to  the  planning  and 
building  of  information  management  sys- 
tems: the  OPEN  World?  It  is  based  on 
the  simple  concept  that  all  information 
can  be  handled  in  one  integrated  system. 
One  system  that  will  allow  many  makes 
and  types  of  equipment  and  transmission 
highways  to  work  together  harmoni- 
ously. One  system  that  will  give  you 
freedom  to  choose  from  many  differ- 
ent suppliers.  One  system  that  will 
evolve  to  protect  against  obsoles- 
cence. 

The  OPEN  World  is  a  plan- 
ning framework  embodying  these 
concepts,  and  a  program  for  the 
introduction  of  products  and 
features  to  enable  you  to  plan 
and  build  optimum  informa- 
tion systems,  designed 
around  the  key  common 
element — communications. 

We're  backing  the 
OPEN  World  with  a  re- 
search and  development 
commitment  of  one  billion  dol- 
lars to  be  spent  on  R  &  D  in  the 
next  five  years  on  OPEN  World  systems, 
products  and  features. 

The  Five  C's-f  ive  criteria 

to  judge  our  approach.  Or  theirs. 

There  are  five  key  criteria  against  which 
tany  information  management 
system  or  component 
should  be 
evaluated. 


[.Continuity.  ^Jmi^ 

The  system  or  equipment  should  be  able 


'Trademark  of  Northern  Telecom  Limited. 


orthern  Tfclecom  brings  the  first 
formation  management. 


to  evolve  to  meet  future  needs,  to  accom- 
modate future  technological  developments, 
and  to  provide  new  features.  Only  in  this 
way  can  it  be  "obsolescence-proof." 


OPEN 
I,  many 
ifferent 
ces  and 
ypes  of 
ipment 
n  work 
igether. 


2.  Compatibility. 

Many  makes  and  types  of  equipment  must 
be  able  to  work  together  as  a  harmonious 
whole.  Components  and  systems  from 
different  manufacturers  and  transmission 
channels  from  different  suppliers  all 
must  be  compatible. 

3.  Congeniality.  If  people 

find  equip- 


optimum  vtewng  ostance 

ur  20- 


optimum  eye  rotaton 
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ment  or 
systems 
intimidat- 
ing, un- 
attractive, 
or  difficult 
to  use, 
they  simply 
won't  use 
them.  Even 
advanced 
technology 
should  be 
attractive 
and  simple 
to  use. 

4.  Control. 

You,  not  a  supplier,  should  be  in  control  of 
your  information 


management  system.  The  system  should 


not  lock  you  in  to  a  single  source  or  limit  op- 
tions in  the  future.  And  the  system  should 
also  provide  the  tools  to  control  the  cost  and 
flow  of  information  in  your  organization. 

5.  Cost-  effectiveness. 

^    The  bottom  line.  Long-term  fi- 
||,    nancial  considerations,  as  well  as 
^  initial  cost,  must  be 
considered. 
All  of 
the 
other 
four 

criteria— 
continuity, 
compatibility, 
congeniality 
and  control— 
have  a  bearing 
on  cost- 
effectiveness. 

OPEN  World- 
the  Five  C's 
plus  commitment. 

As  the  international  leader  in  digital  tele- 
communications, the  technology  that  ties 
computers  and  communications  together, 
Northern  Telecom  is  in  the  unique  position 
of  being  able  to  make  the  OPEN  World 
a  reality. 

Our  technological  heritage  allows  us 
to  meet  the  five  criteria  conclusively,  as  we 
have  always  done,  for  example,  in  provid- 
ing equipment  for  the  telephone  network. 
When  you  place  a  long  distance  call,  it 
may  pass  through  many  generations  of 
equipment,  all  working  smoothly  together. 
Use  of  the  telephone  is  simple,  although 
much  complex  technology  is  involved. 
And  the  relative  cost  of  using  the  telephone 
has  steadily  decreased,  although  its  capa- 
bilities are  constantly  expanding. 

In  supplying  telephone  equipment  for 
over  100  years,  we've  met  all  the  criteria 
we  propose  for  business  communications. 


If  you 'd  like  a  brochure  describing  our 
commitments  to  each  of  these  criteria,  or 
more  information  about  the  OPEN  World, 
write  OPEN  World,  Northern  Telecom 
Inc.,  259  Cumberland  Bend,  Nashville, 
TN 37228. 


In  the  OPEN 
World,  cost- 
effectiveness 
is  the  bottom 
line. 


IXt 


northern 
telecom 


OPEN  World.  For  information  management,  its  the  best  of  all  possible  worlds. 


...  in  your  car.  For  you,  owning  or  leasing 
a  Cadillac  isn't  a  luxury  It's  a  necessity 
>bur  position  demands  it.  >bur  clients  expect  it.  And  you  depend  on  it 
That's  why  today  more  than  ever  before,  your  decision  to  own 
a  Cadillac  is  a  sound  business  move. 
Because  you  invest  a  lot  more  than  money. . .  in  your  car 
See  your  Cadillac  dealer  soon. 


CADILLAC  MOTOR  CAR  DIVISION.  U 
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Banks  and  thrifts  have  sucked  some  $215 
billion  into  the  new  money  market  deposit 
accounts,  but  less  than  one-sixth  came 
from  the  money  market  funds. 

From  one  pocket 
into  the  other 


By  Howard  Rudnitsky 
and  Jeff  Blyskal 

T| 1 1 1  hankers'  new  freedom  to 
pay  money  market  rates  for  de 
posits  may  well  turn  out  to  be  foi 
banks  what  deregulation  was  for  the 
airlines:  an  exhilarating  but  barrow 
ing  experience,  which  may  leave  a 
certain  number  ot  bloodied  noses 

This  attempt  to  recapture  deposits 
lost  to  money  market  hinds  lias  ere 
ated  a   new   battleground   in  wliat 
promises  to  be  a  drawn  out  war  for 
survival  among  banks  and  S&Ls. 

Oppenheimer  &  Co.'S  bank  analyst 
Mark  Biderman,  who  draws  the  air 
lines  analogy,  says:   "Many  oi  the 
18,000  depository  institutions  won't 
be  around  in  a  lew  years." 

In  the  first  eight  weeks  that  the  new 
product  was  offered,  the  government 
insured  money  market  deposit  ac 
counts  (MMI  )As)  exploded  from  notb 
ing  to  some  $2  I  S  billion  in  assets.  So, 
what's  the  problem?  (list  tins:  More 
than  half  of  the  money  has  come  from 
the  banks'  own  holders  of  certificates 
of  deposit  and  other  market  rate  ac 
counts  at  S&Ls.  Our  source  for  tins  is 
no  friend  of  the  money  funds,  but 
Charles  Hodman,  economist  for  the 
American  Hankers  Association.  Ami 
how  have  the  money  hinds  tared'  Not 
all  that  badly.  Since  Dec,  I  they  have 
lost  a  more  modest  $35  billion,  or 
about  IS%  ot  then  assets    t  here's  a 
certain  amount  ot  inertia  involved 
here,  but  even  assuming  that  by  mid 
I9K.<  another  $15  billion  or  so  i  on IJ 


THE CHASE 
HIGH  RATE  CONTINUES 
THROUGH  JANUARY  31. 

IF  YOU'RE  STILL 
KEEPING  CASH  IN  A 
MONEY  MARKET  FUND, 
THIS  IS  WHAT  YOU'RE 
LOSING: 


Typical  hard  sell  from  <i  lunik 

Who  gets  your  dollars,  who  profits'? 

run  out,  that  still  would  Leave  money 

hinds  with  over  $ 1 80  billion 

As  was  to  he  expected,  in  recent 

weeks  the  banks  and  S&Ls  have  been 
steadily  reducing  the  high  rates  I  bey 
bail  initially  offered — 24'%.  m  some 
areas,  like  Atlanta.  Clearly,  many  in- 
troductory, loss-leader  rates  are  un 
profitable  "Profii  margins  are  down 
50  to  75  basis  points,"  says  Data  Re- 
sources economist  Allen  Sinai.  Cut- 
ting rates  on  the  MMI ) As  will  narrow 
the  losses  But  the  MMD As  have  only 
aggravated  the  struggle  foi  deposits 
among  the  banks  themselves, 


Meanwhile,  the  money  market 
kinds  are  lower-cost  producers  than 
most  hanks  While  hanks  must  main 
tain  branches,  tellers  and  equipment, 
the  money  funds  are  essentially  a 
mail  drop  and  a  computer.  So,  large, 
well  run  money  market  funds  won't 
be  pushed  out  ot  the  marketplace. 

i  )ne  ol  the  mote  ominous  potential 
due. us  to  h.mk  profitability  is  the 
growing  maturity  mismatch  between 
shoi  t  ti  i  m  liabilities  and  long  term 
assets,  Hank  analyst  Biderman  ex 

plains:  "If  S&Ls  01  banks  put  the 
MMDA  money  into  mortgage  loans, 
they  could  wind  up  killing  them 

selves  a  couple  ol  ve.us  from  now,  il 

interest  rates  climb  back  up." 

i  he  money  can  be  used  to  make 
shortei  term  consume]  loans  instead, 

wluie  the  nsks  ol  being  squeezed 
aren't  .is  great.  But  even  those  loans 

may  be  on  the  books  for  three  to  fouj 
years,  while  the  money  can  be  moved 
put  almost  instantaneously. 

Some  ol  the  increased  cost  oi  hold 
ing  on  to  these  more  volatile  funds 

will  have  to  be  passed  along  tO  hot 

rowers  in  the  form  ol  highei  rates, 
argues  Roy  Carlson,  chairman  ol  At 

I. int. i  s  National  bank  ol  l  .eoigia.  but, 

adds  the  AJBA's  Hoffman,  "They  can 

only  pass  along  what  the  market  will 

bear."  Meaning:  it  won't  be  easy  to 
pass  on  the  highei  costs. 

The  banks  that  come  out  ahead  in 
the  next  yeai  oi  so  are  Likely  to  be  the 
more  efficient  among  the  large  money 
center  banks,  says  Bear,  Steal  ns'  Mark 
Alpeit  He  cites  Citicorp,  Mellon, 
Morgan  and  (  base  Manhattan  In  the 
meantime,  says  Biderman,  "I  see  a 

shakeout  coming,  particularly  m  the 

smaller,     regional,     retail  oi  iented 

hanks.  Thai's  why  I  wouldn't  bnv  ie 
I. nl  oi  iented    bank    stocks."  Alpeit 

agrees  and  says,  "There  is  going  to  be 
an  acceleration  ol  mergers  and  eon 
sol nl.it ions  "  He  thinks  it  is  too  Late 

foi  some  ol  these  smaller  hanks  to 
find    in  eagei   huyei    "  the  value  ol 

mosl  bank  retail  franchises  has  gone 

down  substantially  now  that  deposits 
ate  no  longei  subsidized." 

t  he  numbei  ol  money  hinds  will 

sbnnk    drastically,    too,    ol  course. 

Only  the  Largei  fund  groups  thai  pro 
vide  a  fullei  array  ol  financial  services 

will  pi'  ispei  in  I  he  new  eiiviionnienl 

Remembei  when  banking  was  ,i 
gentleman's  game?  ■ 
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The  investment  performance  of  most  bank 
trust  departments  has  been  legendary — 
legendarily  bad.  But  that  seems  to  be 
changing  at  last. 

Bubbling 
backwater 


By  John  R.  Dorfman 

Could  it  possibly  be  that  bank 
trust  departments  are  becom- 
ing first-rate  money  managers? 
Last  year  the  median  investment  re- 
turn of  bank  trust  departments 
(24.6%)  topped  that  of  independent 
investment  counselors  (23.5%)  for  the 
second  year  in  a  row.  That  hasn't  hap- 
pened since  1975. 

Wall  Street  was  astounded  when  it 
saw  those  numbers,  published  by 
A.G.  Becker.  This  must  be  an  entirely 
new  breed  of  bank  trust  officer.  For 
decades,  bank  trust  departments  had 
been  outperformed  by  mutual  funds, 
insurance  companies  and  indepen- 
dent investment  counselors.  And  for 


years,  no  one  much  cared. 

Howard  Scribner,  a  vice  president 
with  Chase  Investors  Management 
Corp.  (the  investment  arm  of  Chase 
Manhattan)  remembers  how  it  was: 
"In  the  Forties  and  Fifties  we  bought 
stocks  and  didn't  do  much  with  them. 
No  one  was  comparing  performance 
very  much." 

But  comparisons,  in  recent  years, 
became  the  order  of  the  day.  And  it 
became  very  clear  that  the  trust  de- 
partments had  plenty  to  be  modest 
about.  Their  ten-year  average  com- 
pound investment  return  of  6.7% 
through  1981  trailed  by  a  wide  margin 
that  of  insurance  companies  (8.5%) 
and  independent  investment  counsel- 
ing firms  (8.4%). 


Unable  to  hide  that  kind  of  dark- 
ness under  a  bushel,  bank  trust  de- 
partments have  been  steadily  losing 
business  to  competitors.  Erosion  was 
particularly  dramatic  in  management 
of  pension  fund  accounts — a  disas- 
trous loss  because  pension  fund  activ- 
ity is  the  fast-growing  end  of  the  trust 
business.  Roy  Schotland,  who  teaches 
law  at  Georgetown  University  and  is  a 
longtime  student  and  critic  of  the 
bank  trust  departments,  calculates 
that  banks'  market  share  has  fallen 
from  50%  of  pension  fund  assets  in 
1968  to  34%  recently. 

What  was  the  matter  with  the 
banks?  Money  and  bureaucracy.  Not 
enough  money;  too  much  bureaucra 
cy.  While  Wall  Street  offered  invest 
ment  managers  fat  salaries  and  big 
bonuses,  banks  were  paying  salaries 
based  on  the  modest  standards  of  the 
banking  industry.  "We  were  a  peren- 
nial training  ground  for  Wall  Street,' 
says  Scribner.  "To  have  good  people 
you  have  to  have  good  salaries." 

Alarmed  by  the  loss  of  business 
Chase  began  treating  its  investment 
management  section  as  a  separate 
business  about  ten  years  ago  so  ii 
could  offer  both  base  salaries  that  are 
competitive  with  Wall  Street  and  gen 
erous  bonuses  of  up  to  100%  of  salary 
for  contributing  to  superior  portfolic 
performance. 

Equally  important,  says  Stepher 
Canter,  president  of  Chase  Investors 
is  having  a  lean,  streamlined  staff 
with  plenty  of  autonomy  for  the  indi 
vidual  "players,"  as  Canter  likes  tc 
call  them.  "Years  ago  this  operatior 
had  120  people,"  he  says.  "Whc 
knows  what  they  all  did?  Today  we 
have  about  60,  and  30  of  them  are 
mid-career  hires  we  brought  in  during 
the  last  five  years." 

Other  money  center  banks  have  fol- 
lowed suit.  In  1977  Citibank  put  its 
investment  unit  under  the  directior 
of  Peter  Vermilye,  formerly  of  Alli- 
ance Capital.  The  same  year,  Manu 
facturers  Hanover  Trust  put  Joseph 
McElroy  in  charge  of  its  trust  divi 
sion,  and  he  promptly  hired  Victot 
Melone  from  Prudential  to  head  the 
investment  sector.  Manny  Hanny  has 
taken  some  steps  to  use  incentive  pay 
and  is  contemplating  more. 

The-  latest  to  join  the  trend  is  Bank- 
ers Trust  Co.,  which  announced  a  se- 
ries of  organizational  changes  last 
month.  H.  Kent  Atkins,  who  heads 
the  new  Investment  Management 
Group,  sees  a  growing  tendency 
toward  incentive  payment  in  the 
banking  world,  and  not  just  in  trust 
departments.  "Quasi-ownership,"  he 


Trust  department  scorecard 

There's  been  a  lot  of  variation  in  the  investment  performance  of  bank 
trust  departments.  Listed  here  are  banks  with  the  largest  U.S.  trust 
operations  (excluding  money  fund  management)  plus  U.S.  Trust  Co.  of 
New  York,  which  gets  a  large  proportion  of  its  revenues  from  trusts. 

Trust  assets   Equity  fund    Fixed-income  fund  

Bank  (Sbillions)      1-yr  return     5-yr  return      1-yr  return     5-yr  return 


JP  Morgan 

$35.2 

7.8%* 

9.3%' 

28.6%* 

6.7% 

Citicorp 

19.8 

10.6 

12.4 

41.5 

6.5 

Bankers  Trust 

19.5 

10.5 

12.1 

32.7 

6.8 

Mfrs  Hanover 

17.9 

7.5 

12.8 

33.2 

9.4 

Chase  Manhattan 

12.5 

12.8 

12.3 

NA 

NA 

Continental  Illinois 

12.5 

13.5 

12.1 

28.7 

4.6 

Mellon  Natl 

12.4 

5.9 

7.0 

16.8 

2.1 

Harris  Bankcorp 

11.6 

11.0 

10.0 

36.2 

4.8 

Northern  Trust 

10.8 

13.6 

12.2 

34.9 

6.0 

BankAmerica 

10.1 

-6.4 

5.2 

30.9 

4.8 

US  Trust  Co  of  NY 

9.2 

5.9 

8.7 

19.8 

9.9 

Average  bank 

11.8 

11.1 

30.5 

6.5 

S&P's  500 

10.0 

10.4 

Lehman  Brothers 

33.5 

6.7 

bond  index 

Note:  Asset  totals  are  as  of  Jan.  1,  1982.    Performance  figures  are  to  Sept  30,  1982 
"Composite  of  three  accounts. 

Source-  Pensions  &  Investment  Performance  Evaluation  Report 
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calls  it.  "If  we  become  more  profit- 
able," says  Atkins,  "we  are  all  going 
to  share  in  that  profitability." 

New  York-based  Cates  Consulting 
Analysts  studied  trust  department 
compensation  at  89  banks.  At  medi- 
um-to-large banks  the  department 
head  received  an  average  $80,000  in 


salary.  Another  68%  got  bonuses,  with 
a  median  bonus  of  $17,000.  The  senior 
investment  officer's  average  salary 
was  $62,000.  Only  58%  received  bo- 
nuses, the  median  being  $10,000. 

Comparatively  modest  as  those  fig- 
ures are,  they  do  reflect  a  trend  to  hire 
more  highly  qualified  people  and  pay 


them  more  when  they  produce.  The 
recent  sharply  improved  results  sug- 
gest that  the  medicine  may  be  starting 
to  take  effect.  If  the  banks  keep  it  up, 
they  may  even  be  able  to  rebuild  their 
diminished  market  share. 

A  novel  cure.  Some  might  call  it 
capitalism.  ■ 


In  the  cash-stawed  airline  industry,  a  regu- 
latory loophole  worth  $3  billion  is  begin- 
ning to  look  like  a  loaded  gun. 


Hardball 


By  Michael  Cieply 


Ever  get  the  feeling  that  com- 
petition in  the  airline  industry 
is  becoming  a  bar  fight  on  the 
bad  side  of  town?  This  tale  will  do 
little  to  reassure  you. 

The  trouble  begins  with  an  unfortu- 
nate practice  that  airline  insiders  call 
"plating  away."  According  to  the  Air 
Traffic  Conference,  when  Braniff  was 
on  the  ropes  last  spring,  many  travel 
agents  who  still  booked  Braniff  vali- 
dated— or  "plated" — Braniff's  tickets 
on  carriers  that  weren't  involved  in 
the  travel.  That  is,  cash  went  first,  not 
to  Braniff,  but  to  another  airline. 

Motivation  was  simple.  The  cash- 
receiving  plated  carrier,  which  later 
dispersed  the  receipts  to  Braniff,  was 
responsible  in  the  meantime  for  re- 
funds in  case  of  default.  Ticketholders 
were  spared  the  pain  of  filing  claims 
under  Chapter  11.  But  that  very  break 
in  cash  flow  helped  scuttle  Braniff. 
Moreover,  the  practice  violated  ATC 
rules,  which  allowed  validation  on  as 
many  as  150  different  carriers,  but 
only  if  it  were  not  possible  to  plate  on 
Braniff. 

No  agent  was  ever  disciplined  for 
plating  away.  Tougher  enforcement 
was  clearly  in  order.  Instead,  the  carri- 
er-controlled conference — perhaps 
loath  to  offend  agents — simply  drafted 
a  new  rule.  As  of  Dec.  22,  1982,  an 
amendment  to  ATC  Resolution  5.94, 
which  was  approved  by  the  CAB,  has 
required  the  80%  of  travel  agents  using 


computerized  reservations  systems  to 
plate  on  a  carrier  listed  on  the  itiner- 
ary. But,  in  the  precise  wording  of  the 
resolution,  "the  servicing  carrier  may 
name  itself  as  the  ticketing  carrier, 
even  though  it  is  not  scheduled  to 


participate  in  the  transportation." 

Mull  that  over  for  a  moment.  The 
"servicing  carrier"  is  the  owner  of  the 
automated  reservations  system, 
which,  in  four  of  five  cases,  is  Ameri- 
can or  United.  Last  year  an  estimated 
$18  billion  in  airline  revenues,  nearly 
half  the  industry  total,  were  sold 
through  American's  Sabre  and  Unit- 
ed's  Apollo  systems,  with  almost  $16 
billion  belonging  to  other  carriers.  It's 
a  commonplace  that  computer  bias 
helps  the  host  to  boost  market  share. 
But  what's  to  stop  a  host. from  self- 
plating  at  will,  thus  tapping  $55  mil- 
lion a  day  in  float  for  the  four-to-ten- 
week  ticket  settlement  period,  while 
denying  that  cash  to  weaker  competi- 
tors? Perhaps  significantly,  American 
rewrote  its  Sabre  protocols  on  Jan.  13 
to  tell  travel  agents  that  they  may,  if 
they  choose,  simply  plate  all  tickets 
on  the  host — American  Airlines. 

The  potential  in  5.94  for  servicing 
carriers  is  as  much  as  $3  billion,  with 
80%  going  to  American  and  United. 
Cost  to  the  airlines  financing  that 
float  would  come  to  $360  million  a 
year  in  new  interest  expense. 

Shuddering  at  such  implications, 
loss-ridden  Continental  on  fan.  28 
submitted  an  amendment  for  mail 
vote  to  30  ATC  carrier-members. 
Quick  enough  to  slam  the  loophole 
shut?  Guess  again.  Under  the  ATC's 
unanimity  rule,  one  "no"  vote  kills 
Continental's  proposal.  United  has  al- 
ready decided  to  say  "nay." 

"We're  trying  to  put  ourselves  in 
the  best  possible  position,"  says  Unit- 
ed's  marketing  vice  president  John 
Zeeman.  "I  won't  duck  the  question. 
We're  going  to  do  everything  we  can 
to  make  sure  we  have  flexibility." 

Flexibility  to  play  with  competi- 
tors' receipts  might  seem  sweet  to 
Zeeman,  who  likes  to  assert:  "We 
think  our  God-given  market  share 
ought  to  be  100%."  But  pity,  to  take 
an  example,  embattled  Pan  Am, 
which  relies  on  travel  agents  for  an 
estimated  70%  of  its  business.  Only 
last  month  Pan  Am  staved  off  a  Fri- 
day-afternoon run  of  rumors  among 
big  commercial  agents,  who  began 
telephoning  clients  with  the  "news" 
that  the  airline  was  about  to  miss  its 
payroll. 

The  servicing  carriers  are  unlikely 
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to  step  up  their  aggressiveness  in  the 
next  few  weeks,  given  apprehension 
over  the  forthcoming  CAB-Justice  De- 
partment report — due  to  hit  Capitol 
Hill  this  spring — on  the  competitive 
implications  of  airline  marketing 
automation.  No  sense  in  tweaking 
Congress  on  the  eve  of  deliberations, 
especially  when  Frontier,  United's 
Denver  competitor,  has  already  filed 
regarding  alleged  misuse  of  the  Apollo 
system. 

Even  so,  Continental  is  worried 
enough  by  the  loaded  5.94  gun  to  con- 
sider a  direct  petition  for  CAB  inter- 
vention, should  its  vote  in  the  ATC 
fall  through.  Chairman  Dan  McKin- 


non  may  lend  a  sympathetic  ear,  since 
the  board,  in  his  words,  is  already 
being  asked,  "Did  we  perhaps  act  too 
hastily  in  agreeing  to  this  without 
having  all  the  facts?" 

But  the  ice-cool  'Zeeman  is  hardly 
one  to  flinch.  "Realistically,  if  United 
wanted  to  do  any  of  this  kind  of  thing, 
we  could  do  it,"  he  insists.  "What 
would  happen?  The  ATC  would  say, 
'You  can't  do  that.'  And  we  would  say, 
'What  are  you  going  to  do  about  it?'  " 

Sounds  plenty  rough.  But  remem- 
ber: American  and  United  invested 
hundreds  of  millions  of  dollars  in 
their  computerized  reservation  sys- 
tems while  airline  marketing  was  still 


under  CAB  regulation.  Their  motiv 
tion  was  to  gain  market  share  throuj 
the  built-in  bias  of  computerizi 
flight  and  fare  listings.  Now  they  a 
pear  to  have  gained  an  added  compe 
tive  edge,  but  one  whose  legitimacy 
questioned.  The  CAB  will  probab 
hand  down  a  decision  on  the  matte 
but  it  could  be  one  of  its  last.  Tl 
agency  will  dissolve  at  the  end  of  1 91 
and  the  ATC,  faced  with  the  phaseo 
of  its  antitrust  immunity,  may  al 
disappear.  Meanwhile,  the  other  a: 
lines  are  learning  why  American  ai 
United  invested  all  that  precious  ca 
ital  in  computers.  Competition  gent 
ally  is  rough  on  the  losers.  ■ 


Banks  have  been  pushing  to  get  into  other 
kinds  of  financial  activities,  while  non- 
banks  rush  to  get  into  banking.  Congress 
may  be  about  to  slow  things  down. 

Bill  Isaac  stirs  up 
a  storm 


By  Thomas  O'Donnell 

I's  the  financial  department  store 
of  the  future  a  thing  of  the  past? 
iWilliam  Isaac,  chairman  of  the 
Federal  Deposit  Insurance  Corpora- 
tion, said  on  Jan.  27  that  he  wants 
Congress  to  define  what  a  bank  is, 
something  that  could  force  nonbank- 
ing  companies  to  give  up  their  finan- 
cial subsidiaries.  In  Isaac's  view,  gen- 
eral commerce  should  be  separated 
from  banking. 

This  could  mean  that  Sears,  Roe- 
buck might  have  to  divest  itself  of 
Dean  Witter  Reynolds  and  Allstate 
Savings  &  Loan.  National  Steel  might 
have  to  give  up  its  growing  savings 
and  loan  division,  and  American  Ex- 
press might  be  forced  to  get  rid  of  a 
Boston  bank  owned  by  its  Shearson/ 
Amex  brokerage  subsidiary.  Sears 
Chairman  Edward  Telling  was  ap- 
palled. Isaac,  he  said,  "had  lost  touch 
with  the  marketplace  in  an  age  of 
deregulation."  The  marketplace,  he 
implied,  no  longer  distinguished  be- 
tween a  bank  and  other  types  of  finan- 
cial institutions. 
Isaac  had  spoken  of  "enormous 


problems"  and  "potential  conflicts." 
Although  faced  with  a  storm  of  pro- 
test, Isaac  sticks  to  his  belief  that  the 
lines  between  banks  and  other  kinds 
of  businesses  ought  not  be  blurred. 

Something  is  obviously  afoot.  The 
same  day  Isaac  spoke,  New  York  Fed 
President  Anthony  Solomon  had 
warned  against  "moving  quickly 
toward  a  financial  system  in  which 
banking  organizations  are  free  to  en- 
gage in  a  wide  range  of  deregulated 
activities."  This  seemed  to  be  a  slap  at 
banks  that  go  into  such  activities  as 
stock  brokerage,  as  well  as  at  depart- 
ment store  chains  that  go  into  stock 
brokerage  and  banking.  Like  Isaac's 
earlier  statement,  its  implication  was 
that  banking  is  banking  and  should  be 
segregated  from  other  activities. 

Four  days  later,  the  Conference  of 
State  Bank  Supervisors,  which  repre- 
sents state  banking  regulators,  said 
that  banks  are  "distinct  in  fundamen- 
tal ways  from  other  institutions." 

"Up  to  now  we've  been  assured  by 
the  best  legal  talent  and  high  govern- 
ment officials  that  we  had  no  problem 
getting  into  financial  services,"  says  a 
Sears  executive.  "Now  we're  being 


warned  we  may  be  violating  the  la' 
Whatever  happened  to  the  Admini 
tration's  promise  to  get  governme 
off  our  backs?" 

Bad  loans,  that's  what.  "Until  tl 
banks  became  entangled  with  shal 
foreign  and  domestic  loans,  Congre 
had  no  interest  in  banking  legisl 
tion,"  says  a  Washington  lobbyi: 
"Now  banks  are  going  to  get  rapp 
across  the  knuckles  and  face  tight 
controls."  Tighter  controls  mea 
that  the  nation  could  be  moving  bai 
to  the  days  when  banking  was  ke 
rigidly  separate  from  nonbanking. 

At  the  very  least,  Congress  m 
stiffen  lending  requirements,  p 
pressure  on  to  increase  loan  loss  i 
serves  and  force  banks  to  write  ( 
many  bad  loans.  But  they  may  al 
take  a  fresh  look  at  the  Glass-Steag; 
Act,  which  separates  banking  fro 
the  brokerage  business.  The  Fed  h 
been  waffling  on  how  stringently  th 
act  should  be  enforced.  In  January  tl 
Fed  surprised  a  lot  of  people  by  ailo1 
ing  BankAmerica  to  buy  up  Charl 
Schwab  &.  Co.,  a  discount  brokera 
house.  But  then  the  Fed  objected 
Dreyfus  Corp.'s  acquisition  of  a  sm; 
New  Jersey  bank. 

At  the  moment  the  betting  is  th; 
when  Congress  reworks  the  bankii 
laws,  nonbank  companies  already 
the  financial  services  field  will 
grandfathered  in.  Forced  divestitui 
of  the  sort  favored  by  FDIC's  Isa* 
would  be  too  disruptive  and  costly. 

So  for  nonbank  companies  eager 
get  into  financial  services  or  expai 
their  operations  in  the  field,  the  tin 
to  move  is  now.  By  year-end,  or 
1984,  some  doors  may  swing  sh 
again.  The  trend  toward  one-stop 
nancial  department  stores  may  n 
have  been  stopped,  but  it  may  be  pe 
ceptibly  slowed.  (For  a  businessmar 
critical  view  of  the  takeover  of  fina 
cial  companies  by  outsiders,  see  "U 
wanted  attention,"  page  61.)  ■ 
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Times  are  hard  in  semiconductors,  yet  everybody's  rushing  to 
get  in.  Big  companies  are  spending  freely,  pension  funds  are 
backing  startups.  Method  in  the  madness?  You  bet  there  is. 


A  matter  of 
life  and  death 


By  Howard  Banks 
and  Kathleen  K.  Wiegner 

T|he  semiconductor  industry 
may  be  an  anxious  nation's  hope 
for  leadership  in  high  technolo- 
gy, but  at  the  moment  it  is  operating 
like  some  midwestern  steel 
mill  at  around  60%  of  manu- 
facturing capacity  and,  taken 
in  the  aggregate,  earning  lit- 
tle or  nothing.  Big  companies 
are  buying  into  the  industry, 
notwithstanding  that  others 
in  recent  years  have  reaped 
mostly  red  ink.  These 
include  such  formidable  out- 
fits as  United  Technologies 
with  Mostek,  Exxon  with  its 
fledgling  Zilog  or  Schlum- 
berger  with  Fairchild  Camera 
&  Instrument. 

Yet  the  glamour  remains. 
So  much  so  that  when  Gen- 
eral Electric  Corp.  declared 
last  month  that  it  would  use 
the  $2.4  billion  proceeds 
from  the  sale  of  Utah  Inter- 
national "to  become  firmly 
positioned  at  the  leading 
edge  of  high  technology,"  the 
stock  market  pushed  GE 
stock  over  100,  the  highest 
price  ever,  allowing  for  stock 
splits.  In  Wall  Street's  in- 
tense speculation  over  what 
GE  Chairman  John  Welch  Jr. 
would  buy  with  the  Utah 
money,  it  was  almost  over- 
looked that  GE  is  already  an- 
kle-deep in  high  technology,  having 
spent  over  $500  million  on  plant  and 
acquisitions  in  recent  years  to  build  a 
capability  in  integrated  circuit  manu- 
facture and  design. 

Semiconductors  are  seen  as  nation- 
al treasure.  IBM's  $250  million  in- 
vestment in  Intel  Corp.,  announced  in 


December,  met  with  extraordinary 
approval — several  people  in  the  elec- 
tronics industry  suggesting  that  IBM 
had  done  a  service  for  the  nation  by 
helping  the  innovative  semiconduc- 
tor maker. 
The    business   is   attracting  the 


cream  of  U.S.  industry.  American 
Telephone  &  Telegraph's  Western 
Electric  manufacturing  arm  an- 
nounced in  late  January  that  it  would 
augment  its  role  as  captive  supplier  to 
the  Bell  System  by  selling  its  semi- 
conductors outside  Bell,  in  the  $7.8 
billion  merchant  market.  (The  world- 


wide market,  captive  and  merchant, 
is  $14  billion.) 

Does  all  this  signal  the  end  of  the 
entrepreneurial  era  in  semiconduc- 
tors? Curiously,  it  does  not.  Neither 
the  advent  of  big  companies — many 
of  which  left  the  business  years  ago 
because  they  couldn't  cope 
with  its  rapid  pace  of 
change — nor  the  recession 
has  slowed  the  rush  of  entre- 
preneurs into  Silicon  Valley 
(more  accurately  California's 
Santa  Clara  Valley,  between 
San  Jose  and  San  Francisco). 
New  companies  are  starting 
up  at  the  rate  of  one  a  month, 
financed  by  a  flow  of  venture 
capital  that  is  running  to 
more  than  $100  million  an- 
nually. Most  of  these  start- 
ups are  in  the  niche  markets 
of  application-specific,  or 
custom,  chip-making.  But  so 
great  is  the  anticipated 
growth  of  the  semiconductor 
industry  that  even  niche 
markets  could  see  volumes 
of  $1  billion  to  $2  billion 
within  a  few  years. 

Paradox  abounds.  This  is 
an  industry  conservatively 
expected  to  quadruple  in  dol- 
lar volume,  to  well  over  $50 
billion  by  1990,  that  grew 
only  0.00002%  worldwide 
last  year.  This  is  an  industry 
in  which  product  prices  are 
pushed  down  by  technologi- 
cal change,  by  the  weight  of 
capacity  and  by  aggressive 
but  which  continues 


excess 

competition, 
adding  14%  to  its  installed  capacity 
every  year. 

Why  the  mad  rush  to  grow  in  a 
business  that  seems  a  sinkhole  for 
money?  Because  of  the  vision  of  semi- 
conductors as  the  key  industry  for  all 
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manufacturing  in  the  next  two  de- 
cades. The  messiness  we  see  in  semi- 
conductors— breakthroughs  and  false 
starts,  sophisticated  science  and  tin- 
kerers  in  workshops,  fortunes  made 
and  lost — we  have  seen  before,  in  the 
Middle  West  of  1900  to  1920,  when  a 
great  assortment  of  talents  and  tech- 
nological changes  created  the  auto- 
mobile industry. 

It  is  the  semiconductor  industry,  re- 
sponsible for  the  last  decade's  in- 
credible compression  of  electrical  cir- 
cuitry onto  a  single  chip  of  silicon, 
that  has  made  possible  the  dramatic 
shrinking  of  computers.  Yet,  in  the 
judgment  of  Bernard  Murphy,  head  of 
Bell  Labs'  microprocessor  design  de- 
partment, the  process  has  only  begun. 
"The  real  integrated-circuit  revolu- 
tion is  still  ahead,"  said  Murphy  re- 
cently. "Performance/cost  ratios 
greater  than  1  million  instructions 
per  second  per  computing-cost  dollar 
will  be  realized,  and  single-chip  mi- 
crocomputers will  dominate  the 
whole  computer  industry." 

Murphy  is  talking  about  a  tenfold 
increase  in  current  performance/cost 
ratios.  His  time  reference?  Incredibly 
short:  the  next  seven  years.  The  im- 
plications are  enormous,  first,  for 
product  planning.  With  the  pace  of 
change  so  rapid,  big  companies  won't 
have  five  years  to  plan  and  produce 
new  products.  They  will  have  to  go 
from  idea  to  market,  entrepreneur- 
like, as  fast  as  possible. 

The  implications  are  profound  for 
instructing  or  controlling  any  ma- 
chine or  process — from  manufactur- 
ing an  automobile  to  running  the  bed- 
room air  conditioner.  Don't  forget 
that  improved  performance  will  come 
at  declining  cost;  any  manufactured 
product  lacking  the  efficiencies  at 
some  point  of  microcomputing  will 
be  driven  out  of  the  market.  If  energy 
gave  an  industrial  nation  a  competi- 
tive edge  in  the  past,  semiconductors 
will  give  that  edge  in  future. 

The  Japanese  know  this.  Hitachi, 
Nippon  Electric  and  Fujitsu — multi- 
billion-dollar  companies  all — are  well 
launched  on  a  concerted  drive  to  ex- 
pand manufacturing  capacity  in  stan- 
dard memory  chips  and  to  develop 
their  own  microcomputers,  where 
they  now  reproduce  U.S.  microproc- 
essors under  license.  Japan's  capital 
goods  companies,  such  as  Fanuc  Ltd., 
are  already  applying  advanced  semi- 
conductor technology  to  numerical 
control  machine  tools.  And,  as  is  cus- 
tomary in  Japan,  the  government  is 
coming  up  with  $500  million  to  help 
develop  the  software  for  future  gen- 
erations of  microprocessors  and  pe- 
ripheral instructional  chips.  Some- 


thing very  big  is  going  on  here  and  the 
Japanese  are  meeting  it  in  their  usual 
intelligent,  systematic  way.  The  rush 
of  big  business  into  chips  is  the  equiv- 
alent American  response.  Money  has 
something  to  do  with  it. 

If. you  started  to  build  a  wafer  fabri- 
cation module — the  industry's  basic 
manufacturing  unit — for  the  •  64K 
RAM  today,  says  President  Charles 
Sporck  of  National  Semiconductor 
($336  million  equity),  "I  don't  think 
you'd  want  to  plan  on  anything  less 
than  $60  million,  and  that's  just  for 
the  line.  The  plant  could  cost  you 
$150  million."  In  1975  the  product 
was  simpler — 4,000  bits  of  computer 
memory  on  a  chip  instead  of  64,000 — 
and  the  costs  were  lower:  $10  million 
for  a  wafer  fab  unit. 

The  pace  of  change  increases  cap- 
ital intensity  (seep.  37):  The  machine 
purchased  today  becomes  obsolete  in 
five  years.  Product  prices  decline 
fast — all  major  semiconductor  prod- 
ucts are  basically  commodities,  with 
the  most  advanced  memory  chips 
selling  for  under  $5  apiece,  micro- 
processors selling  for  $20  and  less.  It 
is  a  volume  business  where  capital 
must  be  spent  for  an  edge  in  manufac- 
turing while  even  more  capital  is 
spent  on  R&D  trying  for  a  break- 
through in  technology.  The  savaging 
of  profitability  in  recessions  like  the 
current  one  is  particularly  hard  for  the 
lightly  capitalized  to  bear. 

But  the  big  companies  are  not  get- 
ting into  semiconductors  simply  be- 
cause their  capital  can  buy  them  mar- 
kets. The  industry  does  have  resourc- 
es. The  two  market  leaders  are  Texas 
Instruments  and  Motorola.  Each  has 
close  to  $1.3  billion  in  equity  capital 
and  both  can  generate  additional  cap- 
ital at  a  fast  pace.  Moreover,  there  is 
no  shortage  of  venture  capital  now 
that  the  pension  funds,  following  a 
reinterpretation  of  ERISA  rules,  are 
pouring  money  in.  In  short,  semicon- 
ductor companies  could  grow  healthi- 
ly without  General  Electric's  capital 
or  Schlumberger's. 

A  far  more  important  explanation 
of  the  stampede  lies  in  a  single  word: 
integration.  The  truth  is  dawning  on 
U.S.  industry,  as  it  has  dawned  on 
GE's  Jack  Welch  and  United  Technol- 
ogies' chairman,  Harry  Gray,  that  the 
semiconductor  assembly  is  the  brain 
of  their  products  or  manufacturing 
processes.  Regardless  of  the  product, 
the  sequence  is  the  same:  raw  intelli- 
gence (microprocessor)  aided  by  mem- 
ory and  informed  by  circuits  called, 
fittingly,  logic.  As  the  brain  forms  the 
personality,  so  the  semiconductor  as- 
sembly forms  the  product — whether 
it  is  a  machine  tool  controller  or  a 


washing  machine.  Is  this  somcthir 
to  be  bought  off  the  shelf? 

There  is  now  so  much  brain  pow 
being  put  on  a  single  chip  that  it 
getting  difficult  to  design  an  enginee 
ing  product  of  any  sort  that  best  tak 
advantage  of  that  power  unless  the 
is  a  direct  link  between  all  parts  of  tl 
process,  from  the  chemistry  used 
make  the  chip  itself,  to  the  designs 
the  logic  and  the  final  end  produc 


"That  way,"  explains  James  Dyke 
General  Electric's  vice  president  : 
charge  of  semiconductor  operation 
"a  big  company  like  GE  has  a  mark 
window  by  getting  there  first  with 
competitive  product."  By  1990  it 
expected  that  half  of  all  semicondu 
tor  design  will  be  custom. 

Tlhere  are  other,  even  greater  con 
petitive  advantages.  In  a  machu 
tool  controller  that  GE  is  developn 
for  1985,  a  single  chip  will  control  ] 
parameters  at  once,  all  from  one  ci 
cuit  board,  compared  with  a  dozen  i 
so  in  today's  version.  The  saving 
taking  into  account  increased  reliabi 
ity  from  the  elimination  of  wiring,  a 
disproportionate — that  is  better  th£ 
a  12-to-l  ratio. 

GE  now  has  all  the  pieces  for  desigi 
ing  and  making  customized  chips  fi 
any  of  its  products.  It  has  a  20%  stal 
in  Applied  Materials  (the  basic  pu: 
silicon);  it  owns  Calma  Co.,  the  lea 
ing  maker  of  computer-aided  desij 
machinery.  A  51%  stake  is  held  i 
Structural  Dynamics  Research  Corj 
the  design  and  engineering  softwa: 
house,  and  in  1981  GE  paid  $235  mi 
lion  to  acquire  Cupertino,  Calif.'s  L 
tersil,  which  had  developed  circuit] 
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West  meets 


East 


The  semiconductor  business  has  always  been  identified 
with  dating  entrepreneurs  in  California's  Silicon  Valley. 
These  were  small  companies  that  did  all  those  things  U.S. 
industry  wasn't  supposed  to  be  doing:  investing  heavily  in 
research  and  development,  achieving  technological 
breakthroughs.  The  industry's  sales  leaders,  though,  have 
resided  in  Chicago  (Motorola)  and  Dallas  (Texas 
Instruments).  They  were  larger,  but  no  less  innovative  for 
that,  with  other  businesses  to  help  with  the  capital 
demands  of  semiconductors.  Now  the  truly  big  initials  of 
U.S.  industry  are  getting  more  directly  involved  in  the 
business:  GE,  AT&T,  IBM,  UTC  and  others.  Their  money 
alone  won't  guarantee  success,  but  it  will  help  in  an 
industry  that  must  spend  more  every  year — see  story  and 
chart  (right) — to  keep  up  with  technological  change  and 
to  compete  with  NEC,  Hitachi,  Fujitsu. 


Source  DATAQVEST 
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suitable  for  controlling  high  voltages 
in  industrial  servo  motors.  GE  has  also 
invested  $55  million  in  a  North  Caro- 
lina microelectronics  research  center. 

Clearly,  more  acquisitions  will  be 
made.  GE  is  particularly  keen  to  find 
more  of  the  software  that  makes  it 
easy  for  an  ordinary  engineer,  with  no 
knowledge  of  chip  design,  to  use  a 
CAD  machine  to  develop  application- 
specific  chips.  There  arc  hazards  in 
this  kind  of  integration,  however,  and 
GE  clearly  recognizes  them.  A  suppli- 
er with  a  captive  customer  can  quick- 
ly get  out  of  touch  with  the  market- 
place. To  minimize  this  danger,  GE 
insists  that  its  semiconductor  compa- 
nies compete  in  the  outside  market  as 
well.  And  American  Bell  is  pursuing  a 
similar  policy.  GE,  for  example, 
which  buys  $150  million  worth  of 
integrated  circuits  annually,  is  limit- 
ed to  buying  only  20%  of  Intersil's 
production.  The  rest  must  be  sold  on 
the  merchant  market. 

To  avoid  the  captive's  curse  is  pre- 
cisely the  reason  Western  Electric  is 
determined  to  sell  its  64K  random 
access  memory  chips,  and  later  its 
256K  RAMs,  in  the  merchant  market. 
"We  will  be  competitive  in  the  mar- 
ketplace," says  Western  Executive 
Vice  President  Philip  Hogin,  "and  if 
we  are  not,  we  will  have  to  cut  our 
costs."  How  big  is  Western  Electric  in 
integrated  circuits?  Perhaps  surpris- 
ingly small:  On  Hogin's  estimate  that 
the  company,  were  it  independent  to- 
day, would  rank  only  12th  in  the  in- 
dustry, its  IC  volume  would  appear  to 
be  about  $250  million. 

But  Western  Electric,  one  of  the 
U.S.'  premier  manufacturers,  is 
backed  by  the  matchless  technology  of 
Bell  Labs,  which  invented  the  transis- 
tor in  the  first  place,  and  today  pos- 
sesses a  more  powerful  microcom- 
puter on  a  chip  than  anybody  else.  That 
such  a  company  recognizes  the  need  for 
the  market's  judgment  is  a  clear  state- 
ment that  the  global  market  is  too 
important  to  be  subject  to  the  not- 
invented-here  syndrome. 

What  we  are  seeing  in  this  spirit  of 
keeping  open  to  the  marketplace  is  a 
pattern  for  the  new  industry's  devel- 
opment that  will  be,  at  least  until  its 
technology  settles  down  sometime  in 
the  21st  century,  different  from  the 
vertically  integrated  manufacturing 
systems  of  the  past.  Consider  IBM's 
two  stunning  moves  of  recent  years. 
The  first,  in  1979,  was  the  decision 
not  to  develop  the  personal  computer 
entirely  in-house  but  to  buy  most  of 
the  computer,  including  the  central 
processing  power,  the  Intel  8088  mi- 
croprocessor, from  outside  IBM.  Be- 
cause of  that  flexibility — in  a  $34  bil- 


lion sales  company — IBM  got  to  mar- 
ket with  the  personal  computer  in  14 
months  instead  of  five  years.  Markets 
are  moving;  you  can't  stand  around. 

The  second  IBM  move  was,  of 
course,  the  investment  in  Intel.  IBM 
could  have  bought  Intel — pace  the  jus- 
tice Department — for  around  $2  bil- 
lion; it  could  have  bought  "control" 
for  less  than  half  that.  But  what  pur- 
pose would  that  serve?  It  would  end 
Intel's  independence  and  perhaps  curb 
its  innovation  as  well.  So  IBM  bought 
12%  of  Intel  in  an  investment  con- 
tractually limited  to  30%,  and  kept 
Intel  free  to  innovate  and  IBM  itself 
free  to  buy  elsewhere. 

Call  it  parallel  integration  if  you 
like.  We  will  see  more  of  it.  The  costs 
of  research  and  the  pace  of  change  are 
beginning  to  daunt  even  the  very  large. 
Thus  IBM  and  Texas  Instruments  are 
cooperating  on  development  of  com- 
puter networking  chips.  Fifteen  com- 
panies, including  Intel,  Hcwlctt-Pack- 


Unlike  the  consumer  elec- 
tronics and  automobile  in- 
dustries, the  semiconductor 
industry,  led  by  Motorola, 
Tl,  Intel  and  including,  im- 
portantly, IBM,  has  never 
had  any  illusions  about  the 
competition  from  Japan. 


ard  and  IBM,  are  in  the  Semiconductor 
Research  Cooperative,  which  will 
fund  university  research  in  such  areas 
as  process  technology.  "I  have  noticed 
a  big  difference  in  our  openness  in  the 
last  year  or  so,"  says  George  Bodway, 
integrated  circuits  division  manager 
for  HP  one  of  U.S.  industry's  technol- 
ogy leaders.  "We've  got  to  cooperate 
more." 

The  increasing  willingness  to  coop- 
erate represents  a  significant  shift  in 
U.S.  corporate  thinking,  a  borrowing 
as  it  were  from  the  Japanese.  As  to 
worries  about  antitrust  implications, 
H-P's  Bodway  observes  that  the  "gov- 
ernment is  helping  much  more  than  in 
the  past."  The  Japanese  government, 
he  adds,  "encourages  cooperation." 

It  is  impossible  to  talk  to  anybody 
in  the  semiconductor  industry,  espe- 
cially in  California,  without  having 
the  discussion  turn  to  Japan. 

In  a  way,  the  U.S.  people  are  simply 
running  scared.  Everyone  agrees  that 
U.S.  companies  lead  in  semiconduc- 
tor technology.  The  Japanese  have 
succeeded  only  in  developing  mem- 
ory chips,  the  simplest  semiconduc- 
tors technologically  but  the  largest- 
selling  product  of  the  business.  But 
everyone  also  agrees  that  the  Japanese 


have  learned  much  from  memo; 
chips  about  the  efficient  manufactu 
ing  of  all  semiconductor  products.  B 
hind  in  technology,  the  Japanese  a 
probably  already  ahead  in  manufa 
turing  techniques. 

How  did  the  Japanese  get  ahead 
manufacturing?    Forbes  ask< 
Keiske  Yawata,  president  of  NE 
Electronics  U.S.A.  Yawata,  48,  wl 
took  a  master's  in  electrical  enginec 
ing  from  Syracuse  University,  is 
leading  spokesman  for  Japanese  bu« 
ness  in  the  U.S.  and  a  rising  star 
Nippon  Electric.  His  answer  was  loi 
and  thoughtful:  "Here  you  have 
written  agreement  on  the  specific 
tions.  In  Japan,  they  don't  argue  wh 
the  spec  is.  The  spec  is  success  ar 
they  keep  working  until  success 
achieved." 

An  interesting  statement,  th; 
Well  worth  pondering.  Hewlett-Pac 
ard  did  ponder  that  thought,  and  tv 
years  ago  H-P  surprised  the  indust 
by  licensing  Hitachi  manufacturii 
technology.  "We  acquired  the  Hitac 
technology  to  learn  manufacturii 
knowhow,"  says  George  Bodwa 
"What  the  Japanese  are  experts  at 
detail.  They  get  excited  about  it  ai 
stick  to  it.  As  a  result  they  learn  sir 
pie  but  very  effective  things." 

Does  all  this  sound  distressingly  f 
miliar?  It  should.  In  consumer  ele 
tronics  products,  the  Japanese  beg; 
by  concentrating  on  manufacturii 
efficiency  and  on  bringing  cos 
down.  Only  when  they  had  captured 
big  share  of  the  market  on  this  bas 
did  the  Japanese  become  the  techn 
logical  leaders  as  well. 

Today  the  Japanese  virtually  ov\ 
the  market,  and  most  U.S.  brands  a 
manufactured  somewhere  else  in  tl 
world.  The  auto  industry  is  follown 
a  similar  path. 

But  where  the  U.S.  consumer  ele 
tronics  and  automobile  industri 
didn't  realize  what  the  competitic 
was  all  about  until  too  late,  the  U. 
semiconductor  industry,  led  by  sue 
as  Motorola,  Texas  Instruments,  Int 
and  including,  importantly,  IBM,  h 
never  had  any  illusions  about  tl 
competition  from  Japan  or  the  aw 
some  significance  of  microelectro: 
ics.  Now,  happily,  other  big  U.S.  cor 
panies  are  aware  of  what  is  at  stak 
Says  GE's  semiconductor  boss  Ji 
Dyke's:  "Redesigning  products  to  u 
customized  chips — as  in  the  singl 
chip  machine  tool  controller — wi 
bring  a  massive  saving  in  productic 
costs."  And  not  just  in  machine  tool 
In  all  manufactured  products. 

The  rush  of  big  U.S.  industry  to  g 
into  the  chip  business  is  no  mere  fa 
It  is  a  historic  necessity.  ■ 
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THE  BMW 7331 
IT  DOESN'T 

SCREAM  WEALTH. 

IT  JUST 

QUIETLY  REWARDS 
INSIGHT. 


It's  no  secret  that  there  are 
some  expensive  sedans  that  are  pur- 
chased for  their  sheer  expensiveness 

Sedans  that  serve  as  a  sort  of 
public  declaration  of  prosperity  and 
status. 

Such  cars  are  the  antithesis  of 
the  BMW  733i— the  luxury  sedan 
engineered  in  the  belief  that  per- 
formance, not  self-congratulation, 
is  the  ultimate  measure  of  a  car's 
true  worth. 

A  PANACEA  FOR  PURISTS. 

The  733i  is  a  car  whose  subtle- 
ties of  engineering  and  technology 
place  it  beyond  the  needs  of  all  but  a 
handful  of  purists.  (Which  is  perhaps 
just  as  well,  given  its  limited  supply.) 

For  those  serious  drivers,  how- 
ever, it  is  as  close  to  a  necessity  as 
a  $35,000*  sedan  can  come. 

Its  fuel-injected  engine  delivers 
the  sort  of  heady  response  that 
suggests  an  oversized  power-plant 
beneath  the  hood. 

Not  so.The733i's  6-cylinder  en- 
gine arrives  at  high  performance 


through  refinement,  not  brute  force. 

A  system  of  microprocessors 
gathers  data  on  fuel  mixtures, 
engine  speed  and  other  factors.  It 
then  orders  ignition  to  occur  at  the 
optimum  moment— accomplishing 
through  elegance  of  design  what 
might  otherwise  require  additional 
cylinders  and  extra  girth. 

Its  suspension  handles  the 
landscape  with  precision  instead  of 
bluntness— removing  almost  surgi- 
cally the  wallowing,  skittishness  and 
related  uncertainties  from  bumps 
and  curves. 

(One  reason:  a  new  rear  sus- 
pension that  incorporates  one  of  the 
most  significant  breakthroughs  in 
independent  rear  suspension  design 
in  a  generation.) 

The  733i  is  also  designed  for  - 
those  who  prefer  the  subtleties  of 
road  topography  to  the  anesthetiz- 
ing ride  of  limousine-like  sedans.  Its 
highly  tactile  steering  places  you  in 
touch  with  that  alternately  pleasant 
and  harsh  reality  called  the  road— 


filtering  out  just  enough  of  its  harsh- 
ness,while  never  removing  the  reality. 

The  result  is  a  machine  that  is 
as  much  system  as  car,  one  so 
perfectly  balanced  and  rigorously 
self-policing  that  it  even  calculates 
when  routine  service  is  needed. 
ENGINEERED  FOR  DRIVING, 
NOT  JUST  SITTING. 

Inside,  the  733i  is  engineered 
for  activities  of  considerably  more 
subtlety  than  sitting. 

Its  interior  literally  helps  you 
drive,  rather  than  merely  accompa- 
nying you  on  the  trip. 

Its  supple  leather  seats  are  de- 
signed to  follow  the  curvature  of 
the  spine,  placing  the  driver  in  pos- 
tures that  are  anatomically  correct 
and  help  reduce  driver  fatigue. 

An  Active  Check/ Control  pro- 
vides readings  on  7  different  mea- 
sures of  the  car's  operational 
readiness. 

An  on-board  computer  provides 
all  manner  of  trip  information,  such 
as  the  distance  remaining  to  your 
destination. 

In  fact,  no  detail  in  a  BMW733i 
ever  suffers  from  inattention  be- 
cause it's  judged  'minor' And  its  war- 
ranty reflects  this  obsessiveness. 
The  733i  is  backed  by  BMW's  3- 
year/36,000-mile  limited  warranty 
and  a  6-year  limited  warranty  against 
rust  perforation. + 

All  of  which  led  Car  and  Driver 
to  conclude  that  the  733i's  "parts 
and  pieces... work  so  well  together 
they  must  have  been  melded  in 
another  world." 

It  may  be  seen,  however,  in 
much  more  convenient  locations. 
We  invite  you  to  visit  your 
nearby  BMW  dealer,  who 
will  be  happy  to  arrange 
a  test  drive. 
THE  ULTIMATE  DRIVING  MACHINE. 


"Manufacturer's  suggested  retail  price  $34,300  Actual  price  depends  on  dealer.  Price  excludes  state  and  local  taxes,  dealer  prep,  destination  and  handling  charges  'Warranty  applies 
to  automobiles  purchased  from  authorized  U  S  BMW  dealers  only  See  your  BMW  dealer  for  details  l?  1982  BMW  of  North  America,  Inc  The  BMW  trademark  and  logo  are  registered 
European  Tourist  Delivery  can  be  arranged  through  your  authorized  U  S  BMW  dealer 


Planning  to  divest  c 
The  Morgan  Bank  know 


Arc  you  a  multinational  company  seeking  to  divest  a  division 
that  doesn't  fit  your  strategy?  Or  to  expand  through  acquisition 
or  merger?  Then  put  the  special  resources  and  contacts  of 
Morgan's  Mergers  and  Acquisitions  Department  to  work.  With 
our  international  client  base,  long  experience  in  M&A  work, 
and  global  network  of  financial  analysts,  we  can  identify  and 
put  together  buyers  and  sellers,  anywhere  in  the  world. 


Most  mergers,  acquisitions,  and 
divestitures  in  the  United  States 
—over  80%  by  value  recently— 
involve  the  100  largest  companies. 
Nearly  all  are  Morgan  clients. 

What's  more,  many  of  the 
transactions  are  international, 
with  either  buyer  or  seller  head- 
quartered in  another  country. 
Most  of  these  foreign  companies 
bank  with  Morgan. 

Clients  frequently  look  to  us 
for  assistance  in  their  purchase  or 
sale  of  businesses.  Think  of  the 
advantage  this  can  give  you  as  a 
potential  seller  or  buyer  when  you 
work  with  Morgan.  The  people 
who  most  want  to  talk  with  you 
are  talking  to  our  people  all  the 
time.  We  understand  their  criteria. 
We  know  what  they're  looking  for. 

Of  course,  we  fully  protect  each 
client's  confidential  information 
and  interests.  We've  set  up  internal 
controls  to  ensure  strict  secrecy  of 
M&A  assignments— from  the  first 


International  M&A  officers  based  in  London  are 
Georges  van  Erck,  Andreas  Prindl,  Francis  Depre. 
Margaret  Campbell  is  a  financial  analysis  officer. 


contact  to  the  final  handshake. 
Unique  research  resources 

Morgan  offers  another  key  advan- 
tage—our Financial  Analysis 
Department.  Staffed  with  more 
than  100  professional  analysts  in 
15  countries,  it's  one  of  the  larg- 
est, most  experienced  research 
teams  in  the  world. 
These  professionals  under- 


stand financial  planning  and 
strategies.  They  specialize  in  ke 
industries.  They  are  completely 
at  home  in  the  countries  they 
operate  in,  and  know  politics 
and  economics  there. 

And  Morgan's  extensive  inter 
national  electronic  library  gives 
us— and  our  clients— access  to 
the  names,  locations,  and  acqui 
sition  or  divestiture  intentions  o 
thousands  of  public  and  private 
companies  worldwide. 

Morgan  works  for  you 
We  offer  a  total  advisory  capabi] 
ity  to  help  you  thread  your  way 
through  the  maze  of  modern 
M&A  requirements.  You  can  use 
all  our  services,  or  any  part  of 
them.  Defining  your  criteria.  Pn 
paring  industry  studies.  Identif) 
ing,  screening,  and  approachini 
possible  targets.  Helping  estab- 
lish prices.  Working  with  your 
legal  counsel  and  accountants. 
Assisting  in  negotiations  on  pric 
and  structure.  Closing  the  deal. 

We  can  also  give  an  objective 
opinion  about  the  fairness  of  a 
transaction  from  a  financial  poii 
of  view.  And  we  can  advise  on  c 
arrange  acquisition  financing. 
$20  million  to  $2.5  billion 
Merger,  acquisition,  and  divesti 


cq  u  i  re  a  company? 
ou  should  talk  to 


These  Morgan  officers  play  key  roles  in  the  bank's  acquisition  and  divestiture  advisory  work  around  the  world.  Shown  in 
New  York  are  David  Cromwell,  left,  head  of  Mergers  and  Acquisitions,  and  Horace  Andrews,  head  of  Financial  Analysis. 


lure  work  has  been  a  Morgan 
specialty  since  1968.  We  have 
i;pecial  expertise  in  corporate 
[livestitures,  the  purchase  or  sale 
n  banks,  and  international 
leals.  Our  M&A  business,  on 
ransactions  from  $20  million  to 


$2.5  billion,  has  tripled  in  the 
last  three  years. 

You  don't  have  to  be  a  Morgan 
banking  client  to  use  these  serv- 
ices. We're  paid  by  fee— agreed 
on  in  advance  and  defined  by 
the  nature  of  the  assignment. 


Write  or  call  David  M.  Cromwell, 
Senior  Vice  President,  Mergers 
and  Acquisitions,  Morgan  Guaranty 
Trust  Company,  23  Wall  Street, 
New  York,  NY  10015;  (212)483-1256. 


The  Morgan  Bank 


Our  2-Pound  Pak  makes  yoi 
look  good  For  less. 


They  say  the  price  Jonesy  pays 
for  success  is  only  $9.35" 


©USPS  1982 


Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  flat  rate  that  lets  you  send 
up  to  2  pounds  delivered  overnight,  anywhere 
we  go,  for  only  $9.35.  It's  called  the  2-Pound 
Pak,  and  it'll  make  you  look  good  for  less. 

Here's  why: 
Economy:  It  costs  about  half  as  much  as  the 
$20.00  some  charge  to  send  2  pounds. 
Reliability:  We  now  deliver  over  70,000  over- 
night packages  and  letters  on  time,  every  day. 
Convenience:  In  major  cities  you'll  find  spe- 
cial Collection  Boxes.  Or  give  your  pack- 
age to  the  letter  carrier  who  comes  to  your 
building,  or  find  us  in  over  3,000  Post 
Offices  in  1 ,200  cities. 
Use  the  Express  Mail  2-Pound  Pak  for  all  your 
overnight  deliveries.  The  price  you  pay  for 
success  will  be  less- 


Express  Mail 
Next  Day  Service.  385 


Taxing  Matters 


University  fundraisers  are  starting  to  think 
like  tax  accountants — and  large  corpora- 
tions are  reaping  the  profits. 


Taxation  101 


By  Jill  Andresky 


With  both  Uncle  Sam  and 
well-heeled  alumni  feeling 
the  crunch,  even  such  well- 
endowed  universities  as  MIT  and  Har- 
vard are  beating  the  bushes  for  a  few 
extra  dollars  to  keep  themselves  in 
microscopes  and  dormitories. 

What  they  have  found  are  some 
1981  changes  in  the  tax  code  that 
make  it  much  more  advantageous  for 
businesses  to  make  donations  to  uni- 
versities. Already  universities  have 
started  getting  major  contributions 
in  this  way  from  such  companies  as 
Wang,    IBM,    Honeywell,  Digital 
Equipment  and  Control  Data. 

"The  level  of  business  response 
has  been  gratifying,"  says  Michael 
Boland,  Harvard's  director  of  univer- 
sity planned  giving  programs.  "We've 
already  been  approached." 

So  far,  the  most  popular  incentive 
for  corporate  contributions  has  been  a 
tax  deduction  for  gifts  of  scientific 
equipment.  Companies  deduct  the 
book  value  plus  one-half  their  retail 
profit  margin  on  the  equipment.  That 
means  a  machine  with  a  $200,000 
price  tag  that  cost  $100,000  to  pro- 
duce, would  yield  a  $150,000  deduc- 
tion— almost  $75,000  in  savings  for  a 
typical  company. 

"With  a  highly  technical  piece  of 
equipment  that  has  a  short  shelf  life 
and  a  high  markup,  the  tax  benefits  of 
donating  it  outweigh  the  money  lost 
from  not  selling  it,"  explains  Clark 
Bernard  of  Coopers  &  Lybrand,  a  pio- 
neer in  this  field.  To  qualify  for  the 
deduction,  equipment  must  be  at 
least  50%  manufactured  by  the  donor 
and  targeted  by  the  university  for 
R&D  or  research  training. 


Given  such  lenient  requirements, 
scientific  equipment  is  already  pour- 
ing into  universities  across  the  coun- 
try. Last  month  Boston  University  re- 
ceived $1.6  million  worth  of  comput- 
er systems  from  Digital  Equipment. 
That's  the  largest  single  university 
contribution  in  Digital's  history,  as 
well  as  the  biggest  equipment  gift  BU 
has  ever  received.  MIT's  gifts  from 


companies  such  as  Hewlett-Packard 
include  computer  graphics  systems, 
laser  devices,  mechanical-properties 
testing  equipment  and  a  $1  million 
processing  system  for  the  university's 
new  microelectronics  laboratory. 

The  new  tax  laws  encourage  scien- 
tific research  in  other  ways  as  well. 
There's  a  tax  credit  for  companies 
that  contract  out  research  to  universi- 
ties and  other  institutions  (see 
Forbes,  Oct.  11,  1982).  It  works  this 
way:  Let's  say  that,  on  average,  your 
company  has  spent  $600,000  for  re- 
search annually.  If  you  increase  the 
yearly  expenditures  to  $900,000  by 
contracting  some  projects  to  colleges, 
then  you  get  a  16%  credit  on  the  addi- 
tional $300,000,  or  $48,000.  That's  a 
credit,  not  a  deduction,  and  comes 


directly  off  your  tax  bill. 

"Everybody  wins,"  comments  Coo- 
pers &.  Lybrand's  Bernard.  "Compa- 
nies will  be  able  to  move  into  new 
areas  of  R&D  and  not  have  to  worry 
about  building  new  facilities  and  hir- 
ing extra  people.  Schools  will  be  able 
to  expand  research  activities  despite 
shrinking  federal  funds." 

Boston  University  is  building  a  $49 
million  science  and  engineering 
center,  and  is  taking  advantage  of  the 
new  tax  incentives.  Charles  Smith, 
BU's  vice  president  of  financial  and 
business  affairs,  is  asking  corporate 
partners  to  help  equip  the  center,  as 
Digital  has  already  done  with  com- 
puters and  John  Hancock  Mutual  Life 
with  $4.5  million  in  cash,  and  to  keep 
BU's  scientists  busy  with  research 
contracts  as  well. 

The  advantages  of  this  cheap  re- 
search to  corporations  are  consider- 
able. "This  tax  break  can  make  a  big 
difference,  especially  for  smaller  high- 
tech companies,"  says  William  Thur- 
ston, CEO  of  modest  ($190  million 
sales)  electronics  maker  GenRad. 
"For  a  small  firm  this  can  make  the 
difference  between  doing  and  not  do- 
ing certain  projects."  Case  in  point: 
Last  year  GenRad  gave  MIT  $500,000 
to  do  semiconductor  research. 

One  problem:  which  types  of  re- 
search will  not  qualify  for  the  credit. 
The  IRS  issued  preliminary  guidelines 
a  month  ago,  and  these  have  yet  to 
be  made  final.  Trouble  is,  since 
there's  no  guarantee  the  credit  will 
be  extended  beyond  1986,  companies 
have  to  start  their  projects  now  and 
hope  the  IRS  will  go  along. 

A  more  reliable  tax  credit  that  uni- 
versities can  take  advantage  of  is  one 
designed  to  encourage  rehabilitation 
of  buildings.  It's  particularly  popular 
in  the  Northeast  and  Midwest,  where 
school  properties  tend  to  be  older. 

The  rehabilitation  tax  credit  oper- 
ates as  a  sale-leaseback.  Corporate  or 
individual  investors  buy  an  old  build- 
ing, renovate  it  and  then  lease  it  back 
to  the  university  with  an  option  to 
buy.  Without  sacrificing  control  of 
the  building,  the  school  gets  upfront 
cash  and  renovated  property.  Inves- 
tors receive  tax  credits  ranging  from 
15%  to  25%  of  rehabilitation  costs,  as 
well  as  interest  and  depreciation  de- 
ductions and,  of  course,  rent. 

Sound  like  a  good  deal?  It's  so  good, 
BU  can  virtually  demand  that  partici- 
pating investors  donate  one-half  to 
two-thirds  of  the  after-tax  cash  flow 
from  the  rehabs.  And  investors  are 
still  willing  to  go  along.  "We  ask 
them  to  share  the  spoils  with  us," 
says  BU's  Smith,  who  has  already  ar- 
ranged one  $5.5  million  deal  and  ex- 
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IF  YOU  THINK  THOSE  CI 
ABOUT  YOUR  PHONES  I 
STEP  OUTSIDE  AND 


Your  customers  could  have  a  legitimate 
gripe.  Maybe  your  small  business  has  out- 
grown your  phones.  In  fact,  maybe  your 
phones  are  holding  you  back. 

Now  AIS/American  Bell  has  designed  a 
phone  system  to  help  you  be  more  efficient, 
more  productive,  more  professional 
with  your  customers.  It's  called 
the  Com  Key  "  416  telephone 
system.  It  could  be  just  what 
you  need.  And  you  can  order 
it  in  minutes,  simply  by  dial- 
ing 1800  AIS-1212  toll  free. 

The  Com  Key  416 
system  is  exactly  the  right 
equipment  for  a  business  like 
yours,  with  1  to  4  lines  and  2 
to  16  phones. 

This  little  wizard  can  solve 
a  lot  of  business  problems  that 
slow  you  down,  spin  your  wheels, 
drive  you  up  the  wall. 


^Registered  trademark  of  AT&T 


NO  MORE  MISSED  PHONE  CALLS 

When  you  or  your  people  are  awa> 
your  desks,  when  you're  busy  and  can' 
to  the  phone,  you  still  won't  miss  a  call 
the  Com  Key  416  system. 

If  you're  on  the  phone  whe 
important  call  comes,  your  a: 
tant  can  send  you  a  messa 
through  the  speaker  buil 
your  phone,  to  let  you  k 
your  party  is  on  the  lin< 
When  you're  away 
your  desk,  the  Com  Ke 
system  can  ring  your  cs 
another  phone  where  yo 
someone  else  can  answe: 
a  special  bell  makes  it  ea: 
hear  the  phone  ring  in  th< 
stockroom,  file  room,  wort 
room,  noisy  areas  or  adjac 
buildings. 


UMERS  WHO  COMPLAIN 

CRANKS  OR  GROUCHES, 
Y  TO  CALL  YOURSELF. 


HO  MORE  MISINFORMATION 

Sometimes,  even  the  clearest  k 
tructions  get  diluted  or  changed 
they're  passed  from  person 
Derson.  With  the  Com  Key 
)  system,  your  customers 
1  get  their  information 
ithand.  You  can  set  up 
iference  calls  with  cus- 
lers  or  vendors  quickly 
1  easily.  You  can  even  amplify  the  call 
ough  the  built-in  loudspeaker,  so  every- 
;  in  the  room  can  hear  what's  being  said. 

NO  MORE  MISSING  PERSONS. 

Never  again  will  you  have  to  drop  your 
rk  to  track  somebody  down.  Your  built-in 
■aker  makes  it  easy  to  locate  anyone  on 
premises  without  wasting  time 

UY  YOUR  OWN  BASIC 
M  KEY  416  SYSTEM  FOR 
S  LITTLE  AS  $1,245.* 

If  your  present  phone 
tern  costs  you  missed 
iness,  wasted 


time,  unnecessary  charges,  then  it's 
costing  you  more  than  it's  worth. 

Can  you  afford  not  to  buy  a 
Com  Key  416  system?  A  system 
that's  backed  by  Bell  Labs 
technology  and  Western  Elec- 
tric reliability. 

Call  our  National  Sales 
i  Center.  Our  small-business 
specialists  are  standing  by 
to  give  you  all  the  information  you  need  to 
make  an  intelligent  cost  comparison,  at  no 
obligation. 

You  can  even  call  us  direct  to  buy  your 
Com  Key  416  system  right  now. 

The  Com  Key  416  system  is  a  miracle 
worker.  Just  watch  how  it  can  turn  grouchy 
customers  into  repeat  customers. 

CALL: 1 800 AIS-1212 

Extension  891 


illation  not  included 


Fill  out  this  coupon  and  mail  it  to: 

AIS/American  Bell,  P.O.  Box  50,  Brentwood,  TN  33027 
or  call  toll-free  1  800  AIS-1212  Ext.  891 

□  Yes,  I  want  to  learn  more  about  the  Com  Key  416  system  for  my 
business.  Please  send  me  my  free  kit:  "HOW  TO  MAKE  PHONES 
WORK  HARDER  FOR  YOUR  SMALL  GROWING  BUSINESS." 

□  Please  call  me  immediately 

□  The  best  time  to  call  me  AM  PM 


Name_ 


Company. 
Address  


J 


-  I 


■  Ah.  ^^^^ 


.State. 


.Zip 


Phone  No.  ( 


area  i  ode 


MS 


^American  Bell 

Advanced  Information  Systems 


r 


pects  to  conclude  another  of  similar 
size  shortly. 

Again  there  is  a  problem:  real  estate 
taxes.  The  minute  school  property 
changes  hands,  it  becomes  taxable  to 
the  investors.  The  city  of  Cambridge's 
tax  assessment  on  a  rehab  prospect 


was  so  high  that  it  ruined  a  nearly 
$150,000  deal  for  Harvard.  "That  real 
estate  tax  is  a  killer,"  says  Boland.  But 
in  most  instances  the  advantages  of 
the  deal  outweigh  the  risks. 

All  of  this  is  quite  an  education  for 
universities  used   to  dealing  with 


Numbers  Game 


Whenever  there's  a  crisis,  there  are  oppor- 
tunities. Watch  how  some  clever  compa- 
nies may  be  taking  advantage  of  Mexico's 
current  economic  problems. 


Mexican 
mirage 


By  Janet  Bamford 


T|he  dust  hasn't  even  begun  to 
settle  in  Mexico,  but  companies 
closing  their  books  on  1982  must 
now  tell  the  world  how  they  fared  last 
year  on  their  Mexican  operations. 
That  poses  a  major  foreign  currency 
translation  problem — or  a  marvelous 
opportunity,  depending  on  how  you 
look  at  it. 

Last  year  there  were  three  major 
devaluations  of  the  peso  as  Mexico 


went  through  the  tortures  of  hyperin- 
flation. At  the  beginning  of  the  year 
the  peso  was  trading  at  26  to  the  dol- 
lar; only  12  months  later  it  took  about 
150  pesos  to  buy  a  dollar  on  the  open 
market. 

Unfortunately,  the  150-toT  rate  is 
only  one  of  several  rates  in  use  now. 
There  is  the  controlled  rate  for  all 
Mexican  exports  (about  95  to  1), 
which  is  not  entirely  stable.  The  gov- 
ernment is  allowing  it  to  slide  slowly 
toward  the  150-to-l  open  market  rate. 


alumni  easily  satisfied  by  season  ticl 
ets  to  the  football  game.  "Universale 
don't  like  to  think  of  themselves  ; 
being  operated  the  way  a  corporatio 
is,"  says  BU's  Smith.  "But  when 
comes  to  money  matters,  we're  goir 
to  have  to  learn."  ■ 


There  is  also  a  special  rate  (about  1 
to  1)  available  for  dollars  that  are  di 
posited  in  Mexican  banks.  And  thei 
is  the  black  market  rate  for  unoffici; 
transactions. 

Such  chaos  creates  balance-sheet  i 
lusions  for  U.S.  firms  with  Mexica 
operations.  Most  companies  don 
want  to  talk  about  Mexico  at  all  ngl 
now.  Some,  like  Ford  and  Genen 
Electric,  claim  that  their  currenc 
translation  rates  for  1982  are  propr 
etary  information. 

That  may  be.  But  the  rate  the 
choose  can  have  a  dramatic  effect  o 
their  balance  sheet  and  income  stati 
ment.  Consider  this  bookkeeping  e: 
ercise,  which  Norman  Strauss,  a  par 
ner  at  Ernst  &  Whinney,  says  may  nc 
be  unusual:  A  Mexican  subsidiary  of 
U.S.  firm  owes  U.S.  banks  $1  millioi 
On  his  own  books  the  subsidiary 
manager  assumes  he  can  get  the  coi 
trolled  rate  for  dollar-denominate 
debt — 95  pesos  to  the  dollar.  So  Y 
records  it  on  his  books  as  a  95  millio 
peso  debt. 

But  the  parent  company  mui 
translate  that  95  million  peso  del 
into  dollars  for  its  U.S.  shareholder 
The  company  makes  the  assumptio 
that  it  will  have  to  use  the  offici. 
150-to-l  currency  exchange  rate.  Si 
instead  of  showing  a  debt  of  $1  mi 
lion,  it  shows  a  debt  of  $650,001 
Since  the  Financial  Accounting  Stai 
dards  Board  does  not  r< 
quire  that  the  two  a 
sumptions  be  consister 
but  merely  realistic,  tb, 
parent  company  appeal 
to  show  an  instar 
$350,000  debt  repaymen 
without  a  dollar  changir 
hands.  That's  not  all — ii 
come  gets  a  boost,  toi 
The  $350,000  shows  up  < 
a  foreign  exchange  tran 
lation  gain  on  the  incom 
statement. 

Why  doesn't  the  FAS 
require  consistent  transl; 
tion  rate  assumptions  in 
case  like  this?  Because 
hasn't  addressed  the  issu 
And  that's  just  fine  as  f< 
as  a  lot  of  U.S.  companic 
are  concerned.  ■ 
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Consumer  Orientation 

No  20  in  a  Series  _ 

f?  Subject:  Introduction  of  the  928S.  ■^Ci|^^5^^lTi^5  S^^^ftJ 

New  Power.  New  Performance.  New  B                 ^^^^1  ^^^^M^^^^F 


Parameters  of  Comfort  and  Luxury. 


At  Porsche,  our  philosophy  is  to 
design,  test,  produce,  and  con- 
stantly improve.  The  new  928S  em- 
bodies this  tradition  and  is  the  proud 
successor  to  the  928.  Consider  its  liquid- 
cooled,  fuel-injected,  aluminum-alloy  V-8 
engine.  Displacement  has  been  increased  to 
4.7  liters.  And  output  has  been  raised  to  234  hp. 
On  the  track,  with  manual  transmission,  the  928S 
accelerates  from  0  to  50  mph  in  5.2  seconds.  It  reaches 
the  1/4-mile.mark  from  a  standing  start  in  15.2  seconds  at  a 
speed  of  90  mph.  And  it  has  a  maximum  speed  of  146  mph.  The 
928S'  transaxle  design  places  the  engine  in  front  and  transmission  in 
back.  It  produces  a  nearly-perfect  50-50  front-to-rear  weight  distribution  for 
improved  cornering  and  balanced  braking.  And  it  creates  a  high  polar  moment  of 
inertia  that  reduces  pitching,  resists  cross-winds,  and  increases  directional  control. 
The  928S'  unique  Weissach  rear  axle  optimizes  rear-wheel  alignment  during  deceleration 
or  braking  and  while  cornering.  A  kinematic  effect  changes  toe-out  to  toe-in  in  no  more  than  0.2 
seconds  to  control  oversteer.  The  928S'  aerodynamic  design  includes  integral  front  and  rear 
spoilers  to  reduce  lift  and  improve  road  holding.  To  optimize  driver  performance,  standard  equipment 
includes:  An  adjustable-tilt  steering  column  and  instrument  cluster.  Power-assisted,  variable-boost,  rack-and- 
pinion  steering.  Four-wheel,  internally-vented,  power  disc  brakes.  A  power  seat  on  the  driver's  side.  Automatic  cruise 
control.  Automatic  climate  control.  Electrically-heated  and  adjustable  outside  rearview  mirrors.  Retractable  halogen 
headlights  with  a  power-spray  washing  system.  And  a  choice  of  5-speed  manual  or  new  4-speed  automatic  transmission.  Priced 
at$43,000;thenew928SisPorsche'sfinest.  Foryour  Porsche+Audi  dealer,  call  toll-free:  (800)447-4700.  In  Illinois,  (800)  322-4400. 
Manufacturer's  suggested  retail  price.  Title,  taxes,  transportation,  registration  and  dealer  delivery  charges  additional.  ©1982  Porsche  Audi. 

PORSCHE  AUDI 

NOTHING  EVEN  COMES  CLOSE 


Two  cubes,  composed  of  many  smaller  cubes.       in  blue,  and  industrial  specialties  companies, 
symbolize  Allegheny  International's  structure  and       in  silver,  are  joined  in  the  Corporation  and  draw  upon 
stability.  Consumer  products  companies,       its  financial  and  managerial  resources. 


The  structure  is  now  in  place. 
Allegheny  International  has  grown 
rapidly  from  a  medium-size  aomes- 
tic  metals  company  into  a  world- 
wide consumer  and  industrial 
products  corporation.  Today,  we 
do  business  in  35  countries,  with 
over  50,000  employees  and  sales 
of  close  to  $3  billion. 

This  remarkable  growth  was 
based  on  a  strategic  plan:  To 
achieve  balance  and  stability 
through  diversification  and 


emphasis  on  businesses  which 
are  contra-cyclical  within  the 
Corporation;  To  expand  our  in- 
volvement worldwide  in  growth 
markets  for  utilitarian,  work-saving 
consumer  products  and  high- 
technology  industrial  specialties; 
To  maintain  equity  positions  in 
companies  which  have  significant 
growth  and  earnings  potential 
and  divest  those  which  do  not. 

Our  consumer  products  com- 
panies and  our  industrial  special- 
ties companies  both  complement 


and  strengthen  each  other.  Anc 
all  our  companies  benefit  from 
Allegheny  International's  financ 
resources,  and  managerial  and 
technical  skills. 

At  Allegheny  International, 
we  have  special  skills  to  meet 
special  needs  everywhere  on  tf- 
globe.  Our  structure  and  ourstrc 
egy  have  positioned  us  to  meet 
those  needs  as  they  grow  in  the 
decades  ahead.  As  fney  grow, 
so  will  we. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


SPECIAL  SKILLS  IN 
WORK-SAVING 
CONSUMER  PRODUCTS 

Around  the  world,  Allegheny 
Internationa!  companies  market 
work-saving  appliances  and 
products  for  the  home,  kitchen, 
lawn  and  garden,  as  well  as 
products  for  personal  grooming, 
sports  and  fitness.  Brands  such 
as  Sunbeam.  Oster,  Wilkinson 
Sword,  Northern  Electric  and 
True  Temper  are  famous  for 
quality. 


number  of  working  women  and 
single-person  households- 
accelerate  the  need  and  demand 
for  new,  electric-powered  work- 
saving  kitchen  devices. 

State-of-the-art  kitchen  help, 
from  Sunbeam,  Oster 
and  Wilkinson  Sword. 
Allegheny  International 
is  the  world's  larg- 
est small  appli- 
ance company. 


Their  products  range  from  state- 
of-the-art  food  preparation  appli- 
ances, such  as  rood  processors, 
to  electric  blankets,  camping 
equipment  and  golf  club  shafts. 

In  Europe,  the  orands  Rima  and 
Rowenta  hold  major  shares  of  the 
markets  for  products  ranging  from 
mixers,  electric  frypans  and  coffee 
makers  to  hair  dryers  and  irons. 

A  tremendous  market  for  all  of 
these  brands  promises  to  grow 
even  larger  as  socio-economic 
trends— such  as  the  increasing 


SPECIAL  SKILLS  IN 
HIGH  TECHNOLOGY 

Allegheny  International  com- 
panies are  meeting  the  needs 
of  such  advanced-technology 
industries  as  electronics,  robotics, 
and  aerospace  and  defense. 
For  example,  our  system  and 

This  model  of  a  microprocessor  chip  is 
enlarged  300  times  (below  right).  An 
Allegheny  International  system  helps 
place  over  a  million  electronic  com- 
ponents on  a  single  chip,  shown 
actual  size  (below  left). 


equipment  help  make  more  elec- 
tronic microprocessor  chips  than 
any  other  system  in  the  world. 

Our  robots  are  already  per- 
forming a  multitude  of  industrial 
tasks.  For  instance,  our  computer- 
controlled  5-Axis  welding  robot 
is  helping  to  produce  the  U.S. 
Army's  new  XM-1  tank. 

For  aerospace  and  defense, 
Allegheny  International  compa- 
nies supply  specialty  metals  and 
electronics  for  jet  engines,  rocket 
engines,  missiles  and  spacecraft. 

Allegheny  International  is  also 
a  major  supplier  of  titanium  and 
specialty  alloys  for  the  Boeing 
767  ana  757,  the  world's  most 
advanced  commercial  airliners. 

Our  sophisticated  fire 
detection  and  suppression  sys- 
tems are  used  around  the 
globe  to  protect  ships, 
planes,  oil  rigs,  power 
stations,  computer  cen 
ters,  pipelines  and 
hospitals. 

For  more  informa- 
tion, write  us,  at  Box 
456  B,  Two  Oliver 
Plaza,  Pittsburgh, 

PA  15230.  ^ 


The  Up  &  Comers 


Tom  Rosse  wasn  V pleased  with  the  comput- 
ers foisted  oil.  his  firm.  So  he  went  into  the 
compute)*  business  and  swore  to  do  better. 


Outpolishing 
Apple 


Pixel  developer  WillUim  Soutbuortb 

Superior  hardware  and  software  could  make  Lisa  an  old  maid. 


By  Stephen  Kindel 

T|nt  MINICOMPUTING  debutant 
of  the  year  would  seem  to  b 
Lisa,  the  lustrous  new  machin 
from  Apple  Computer.  At  S10,00( 
she's  a  bit  pricey  for  the  home  marke 
But  the  pros  say  Lisa  has  everythin 
the  personal  office-computer  mark( 
desires:  Motorola  68000  microproce 
sor,  1  megabyte  (8  million  bits,  c 
memory  units!  in  random  acce: 
memory  iRAMl  and  a  lot  of  addition; 
power  in  disk  and  backup  memone 
Lisa,  in  short,  shows  real  polish. 

But  polish  may  not  be  good  cnougl 
While  Lisa  awaits  introduction  th 
spring,  another  computer  already  o 
the  market  is  worth  a  look.  It,  to< 
uses  a  Motorola  68000  microproce: 
sor.  But  it  has  6  times  as  big  a  RAM  i 
Lisa  and  32  times  Lisa's  capacity  i 
disk  storage.  Yet  the  computer,  th 
Pixel  100/AP,  also  sells  in  the  SI 0,00 
range,  and  its  manufacturer  says 
S5,000  home  version  should  hit  th 
market  in  the  fall. 

No  IBM  or  DEC  or  Data  Gener; 
makes  Pixel.  It's  the  creation  of  h 
strumentation  Laboratory,  a  Lexinj 
ton,  Mass.  manufacturer  of  such  la 
gear  as  flame  photometers  and  blooc 
gas  analyzers.  That  IL  is  in  the  con 
puter  business  at  all  may  seei 
strange.  "It's  simply  where  the  ma 
ket  drove  us,"  says  55-year-old  Pres 
dent  Thomas  Rosse. 

The  market  drove  IL  into  compu 
ers?  The  story  takes  some  telhn; 
When  Rosse  left  National  Lead  i 
1959  to  manufacture  laboratory  ii 
struments,  his  main  customers  wei 
people  like  him:  research  enginee 
who  turn  laboratory  discoveries  int 
processes  to  manufacture  product 
"It  was  an  environment  in  which  e: 
treme  accuracy  was  the  major  selliri 
point,"  Rosse  says. 

But  as  quickly  as  he  developed  moi 
accurate  instruments  for  industr 
new  markets  opened.  Hospitals  d< 
manded  IL's  spectrophotometers  t 
make,  in  minutes,  chemical  analyst 
of  body  fluids  that  had  taken  day 
With  new  customers  came  new  dt 
mands.  Hospitals  require  higher  rel 
ability.  Says  Rosse:  "If  a  machine  tai 
in  a  hospital,  someone  dies." 

But  hospital  administrators  ha 
skimpier  budgets  than  industrial  cu: 
tomers.  The  hospital  men  couldn't  a 
ways  afford  brand-new  gear.  They  o 
ten  wanted  enhancements  to  existin 
equipment:  a  better  recorder  here,  a 
attachment  that  would  perform  on 
or  two  additional  tests  there.  IL 


50 


FORBES.  FEBRUARY  28,  198 


ONE  OF  THE  WORLD'S  LARGEST 

AUCTIONS ! ! ! 

50  MILLION  DOLLAR  ACQUISITION  COST  OF 
SURPLUS  MATERIALS,  SUPPLIES  & 
CONSTRUCTION  EQUIPMENT 

Beginning  April  4  and  Continuing  Daily 
10:00  A.M.  to  6:00  P.M.  (Each  Day) 

Phipps  Bend  Nuclear  Plant  Site 
Surgoinsville  (Kingsport),  Tennessee 

By  order  of  the  Tennessee  Valley  Authority,  Miller  &  Miller  Auctioneers,  Inc.  will  sell  at  public  auction  unused  materials, 
unused  supplies  and  used  construction  equipment  purchased  for  the  construction  of  the  Phipps  Bend  Nuclear  Plant. 
Everything  will  positively  sell  to  the  highest  bidder,  no  minimum  or  reservation.  Auction  to  be  conducted  at  the  Phipps 
Bend  Nuclear  Plant  Site  located  near  Surgoinsville  (Kingsport),  Tennessee.  The  auction  will  be  in  an  auditorium  sit 
down  fashion.  Bidders  are  invited  and  urged  to  inspect  the  property  to  be  sold  before  bidding  as  property  will  be  sold 
AS  IS.  Materials,  supplies  and  equipment  may  be  inspected  beginning  March  21  through  April  1  from  8:00  A.M.  to  3:30 
P.M.  Monday  through  Friday.  All  prospective  purchasers  will  be  required  to  register  and  sign  a  hold/harmless 
agreement  prior  to  entering  sale  site.  Quantities  shown  below  are  approximate,  should  be  verified  by  inspection. 


PIPE:  392,491 '  of  ductile,  concrete,  corrugated  culvert, 
cast  iron,  carbon  steel,  coated,  stainless  steel,  PVC, 
sewer,  aluminum,  galvanized  &  clay.  Assorted  sizes 
from  %"  to  66"  VALVES:  (562)  1"  to  120"  motor  &  air 
operated  butterfly,  globe,  gate,  swing  check  and  manual 
operated  butterfly.  PUMPS:  (128)  centrifugal,  booster, 
vertical  turbine,  transfer,  feed  &  vacuum;  200GPM  to 
125.000GPM,  3450HP  to  5HP  electric  motors.  FANS: 
(105)  Zurn  clarage  fans,  500SCFM  to  38.900SCFM. 
AIR  HANDLING  UNITS:  (151)  Governair;  26.000SCFM 
to  1500SCFM,  vertical  &  horizontal,  single  zone.  WATER 
CHILLERS:  (8)  Carrier  400-ton;  (2)  Trane  1500-ton;  (4) 
Trane  180-ton;  (2)  Trane  2-stage  absorption  cold  gen- 
erators. AIR  CONDITIONING  UNITS:  (94)  Carrier. 
WELDERS:  (239)  300-amp  to  1500-amp;  (5)  Panjiris 
automatic  horizontal  &  vertical  welders.  SWITCH  GEAR: 
(17)  480-volt  switch  gear  &  transformers:  (7)  6900-volt 
switch  gear  &  transformers:  (13)  480-volt  motor  control 
centers.  ELECTRICAL:  2,940,646'  of  copper  cable; 
1AWG  to  20AWG,  600-volt:  12,771'  cable  tray:  (7) 
Neutral  grounding  resistors:  Assorted  sizes  of  con- 
ducts. (4)  G.E.  250KVA  generators.  TANKS:  (11) 
78,000-gallon  to  15,000-gallon  stainless  steel,  steel  & 
aluminum  tanks.  AIR  COMPRESSORS:  Stationary 
compressor  plant  consisting  of;  (5)  Ingersoll-Rand 


SPA300VH  1 ,550CFM  air  compressors,  each  powered 
by  400HP  electric  motor,  in  40'  x  130'  metal  building 
with  (2)  hoist  &  trolleys.  (4)  5HP  air  compressors. 
OVERHEAD  CRANES:  (9)  250-ton  to  1V2-ton  electric 
overhead  traveling  bridge  cranes:  (4)  5-ton  to  11/2-ton 
electric  hoist:  OTHER  RELATED  ITEMS:  Envirovac 
vacuum  sewage  collection  system:  Cooling  tower 
strainers:  Assorted  sizes  of  metal  buildings:  Blueprint 
machine  &  copier:  Large  amount  of  hand  tools,  pipe 
benders,  pipe  threaders,  welding  suppliers,  pipe  fittings, 
scaffolding.  CONSTRUCTION  EQUIPMENT:  C.S. 
Johnson  12-yard  concrete  batch  plant:  Appco  6-yard 
concrete  batch  plant:  Concrete  pumps:  Dumpcrete 
trucks:  Cement  bulk  trailers:  Concrete  forms:  Crawler 
tractors:  Scrapers:  Loaders:  Cranes:  Hydraulic  back- 
hoes  &  cranes:  Tower  cranes:  End  dumps:  Compactors: 
Trenchers:  Air  compressors:  Trucks  &  trailers. 

APPROXIMATE  TWO  BILLION  DOLLARS  worth  of 
materials  and  equipment  similar  to  above,  plus  other 
items,  associated  with  large  construction  projects  are 
available  for  sale.  For  information  contact  TVA,  INVEST- 
MENT RECOVERY  PROJECT  at  61 5  632-7750. 

Contact  Auctioneers  for  Free  Descriptive  Brochure 
listing  terms  and  property  to  be  sold  at  auction. 


Miller 
Miller 

AUCTIONEERS,  INC. 


2525  Ridgmar  Boulevard 
Fort  Worth,  Texas  76116 
8 1 7-732-4888  Telex :  75-8440 
TN.  Lie.  No.  413 


Send  to:  Miller  &  Miller  Auctioneers,  Inc. 

2525  Ridgmar  Boulevard 
Fort  Worth,  Texas  76116 
A/C  81 7  732-4888 

Yes,  I  would  like  a  descriptive  brochure  on  TVA  auction. 

please  print 

NAME 


The  Up  &  Comers 

salesmen  listened,  clieked  their  heels 
and  returned  with  the  goods. 

The  hospital  market  gave  IL  a 
steady,  if  not  speetaeular,  growth. 
Since  1972,  when  the  company  went 
public,  sales  have  risen  at  a  com- 
pounded 19.5%  a  year,  to  reach  $138 
million  in  fiscal  1982.  The  average 
return  on  equity  has  run  at  about  14% 
over  the  same  period. 

But,  while  Tom  Rosse  was  busy  sat- 
isfying his  hospital  customers,  he  was 
making  problems  for  his  company. 
"Every  time  we  added  more  value  to 
our  products,"  Rosse  says,  "we  were 
really  shifting  our  business  base." 
And  the  balance  sheet  showed  it.  To 
spend  on  research  and  development 
the  10%  of  sales  that  Rosse  consid- 
ered necessary,  he  had  to  sacrifice 
profit.  IL  net  income  fell  to  3.3%  of 
sales  in  1982,  from  almost  twice  that 
four  years  earlier. 

Much  of  the  value  that  IL  added  to 
its  products  came  from  developing 
equipment  to  provide  information  in 
a  common,  computer-readable  for- 
mat. In  so  doing,  IL  was  following  the 
lead  of  other  instrument  makers,  such 
as  Hewlett-Packard  and  Perkin- 
Elmer.  But  H  P  had  taken  35  years  to 
make  its  transition  from  electronic 
instruments  to  computers.  Perkin- 
Elmer  has  been  shifting  with  the  di- 
rections of  the  market  and  technology 
for  its  entire  45-year  history;  IL  has 
had  to  turn  in  a  decade.  Rosse  de- 
scribes the  process:  "We  had  been 
moving  steadily  to  upgrade  our  prod- 
ucts with  microprocessors,  first  by 
automating  individual  instruments, 
then  by  building  a  software  system 
that  would  allow  all  of  our  machines 
to  interpret  the  data  they  were  gener- 
ating and,  finally,  by  looking  around 
for  a  piece  of  hardware  on  which  our 
software  would  reliably  operate." 

By  1979  those  shifts  had  moved  the 
company  almost  completely  away 
from  its  original  objectives.  Rosse  had 
to  choose  between  total  commitment 
to  computers  and  merely  marking 
time.  He  chose  computers.  He  is  al- 
most defensive  about  his  reasons: 
"Every  computer  company  we  dealt 
with  screwed  us.  After  a  while,  we 
just  had  to  believe  we  could  make  a 
computer  better  ourselves." 

Poor  deliveries,  poor  manufactur- 
ing, equipment  that  did  not  function 
as  warranted — that  summed  up 
Rosse's  experience  with  suppliers.  IL 
needed  a  computer  engineering  staff. 
Enter  BUI  Southworth  and  Pixel. 

Pixel  was  formed  by  a  group  of  re- 
search and  development  men  from  In- 


foton  Inc.,  the  terminal  maker.  Since 
1 979  Pixel  had  done  contract  research, 
specializing  in  terminals  and  the  soft- 
ware to  make  them  work.  Southworth 
had  been  manager  at  Data  General  and 
international  marketing  manager  for 
Beehive  International.  He  and  his 
Pixel  engineers,  whom  he  describes  as 
"basically  a  bunch  of  bright  social  out- 
casts," had  begun  work  on  a  backup 
tape  drive  to  increase  the  reliability  of 
IL's  existing'  computer  system.  That 
led  to  a  contract  for  an  integrated  data 
management  system  for  instrumenta- 
tion readouts. 

It  also  led,  a  year  later,  to  an  offer  by 
Rossi  to  hue  Southworth  and  his 
st.itt,  absorb  Pixel  as  an  IL  division 
and  start  work  on  a  full-fledged  micro- 
computer. The  result:  In  barely  a  year, 
the  division  has  developed  and  begun 
to  ship  the  Pixel  100/AP,  that  top-of- 
the-line  supermicro.  The  product  has 
succeeded.  By  early  December,  ship- 
ments were  exceeding  100  systems  a 
month  and  heading  higher.  At  the 
same  time,  Rosse  and  Southworth 
had  to  make  another  tough  call.  Do 
you  stick  to  selling  the  best  micro- 
computer system  in  the  lab  business, 
or  do  you  aim  for  a  bigger  market- 


Said  Southworth  then:  "The  laboran 
ry  business  is  stagnating.  Hospital 
arc  cutting  back  and  the  dealers  aren 
carrying  as  much  demonstratio 
equipment.  The  supermicro  busines: 
on  the  other  hand,  will  be  worth  S2. 
billion  by  1985.  If  Rosse  wants  to  sta 
in  business  and  continue  to  provid 
Pixel  with  the  R&J)  funding  it  neec 
for  high  growth,  he's  going  to  have  t 
seriously  reevaluate  IL's  position  l 
the  lab  market." 

Rosse  at  first  disagreed,  but  Soutl 
worth  prevailed.  Last  month  IL  hire 
Kidder,  Peabody  &  Co.  to  sell  off  mo: 
of  its  non-Pixel  assets.  Within  a  fe1 
weeks  Allied  Corp.  offered  $38 
share,  in  a  transaction  valued  at  som 
SI  10  million,  for  the  medical  div 
sions,  leaving  IL  with  only  the  con 
putcr  business.  Rosse  had  been  troi 
bled  by  the  prospect  of  selling  th 
company  he  has  dedicated  himself  t 
for  more  than  20  years.  But  he's  praj 
matic.  "Our  computer  business  hi 
grown  so  fast  that,  already,  less  tha 
10%  of  the  product  is  shipped  inte 
nally.  If  this  can  do  for  us  what  con 
puters  have  done  tor  H-P  and  Perku 
Elmer,  then  let's  be  the  best  we  can  t 
in  the  computer  business." 


Where  entrepreneurs  grow 

J^sk  state  officials  what  draws  of  1982  (Nor.  8,  1982),  the  best  piibli 

Ji»ncv\  business  and  they  will  tell  companies  in  terms  of  return  on  equ 

A  ^Lyou  about  tax  incentives,  low-  ty  and  earnings  growth,  shows  the 

interest  financing  and  a  dependable  can  be  found  in  exactly  the  sarr 

labor  force.  But  entrepreneurs  know  places  as  their  bigger  counterparts, 

better.  The  real  secret  in  attracting  Of  the  293  companies  that  mac 

growth  companies  is  to  have  plenty  of  the  grade,  a  clear  majority,  193,  c 

members  of  the  Forbes  500  first.  65%,  were  located  in  one  of  seve 

A  check  of  the  companies  that  states:  New  York  (51 ),  California  (5C 

made  the  Forbes  Up  &.  Comers  Class  Texas  (24),  Massachusetts  (19),  Nc 
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CPT  word  processors 
speak  15  human  languages. 


Arabic 


Spanish 


English 


German 


Portuguese* 


Dutch 


Modern 
Greek* 


Danish 


Afrikaans* 


Norwegian 


French 


Finnish 


Italian* 


Swedish 


Katakana 
Japanese* 


And  Tetectronk  ones. 


C  BASIC*      FORTPAN-80  COBOL-80 


Pascal/MT+'" 


PL/ 1-8" 


BASIC  80/ 
BASIC  Compiler 


CB80™ 


This  astounding  linguistic 
expertise  means  there  are  millions 
upon  millions  of  people  who  could 
make  their  jobs  easier  with  a  CPT 
word  processor. 

If  you're  one  of  the  390  million 
people  who  speak  English,  you'll 
be  glad  to  know  that  a  CPT  word 
processor  does,  too. 

All  keys  are  simply  labeled, 
with  words  like  Up,  Down,  and 
Move.  That  simplifies  even  the 
most  complicated  editing  tasks. 

For  those  who  don't  speak 
English,  a  CPT  word  processor 
speaks  another  14  languages. 
Languages  spoken  by  1.01  billion 
more  people  around  the  world. 

And  for  the  growing  number 

•Software  only  Uses  English  keyboard 
C1983  CPT  Corporation  All  rights  reserved 


of  people  whose  jobs  require  them 
to  speak  the  universal  languages  of 
the  computer,  CPT  offers  seven  to 
choose  from.  So  a  CPT  word  pro- 
cessor can  be  used  in  place  of  a 
personal  or  micro-computer. 

CPT  word  processors  even 
speak  the  languages  of  other  office 
machines. 

With  CPT's  remarkable  new 
Office  Dialog  Link™  network,  CPT 
word  processors  talk  to  computers, 
electronic  mail  and  data  networks, 
typesetters,  and 
more. 

No  wonder 
CPT  is  one  of 
the  fastest 
growing  word 
processor 


manufacturers  in  the  world. 

Everywhere  we  go,  we  speak 
the  language 


Get  a  free  28-page  copy  of 
Word  Processing — A  Step  A  t  A 
Time"  Packed  with  useful  advice 

Mail  to:  CPT  Information  Service, 
P.O.  Box  3900,  Peona,  IL  61614 


Company. 
Address  


City_ 

Phone. 
FS-E 


.  State. 


.Zip. 


CPT 


The  easy  way  to  automate  your  office 


We  refuel  jets  in  the  air 
while  they're  sitting  on  the  ground. 


That's  Singer  technology. 


Everything  appears  real— the  tanker,  the  instruments, 
the  air  turbulence.  But  what  you're  experiencing  isn't 
real  at  all. 

It's  called  simulation  —  a  technology  in  which  our 
Link  Flight  Simulation  Division  has  been  the  leader  for 
more  than  50 years.  Today,  by  combining  computers, 
lasers,  and  other  electronic  systems,  Link  simulators 
are  training  pilots  of  sophisticated  commercial  and 
military  aircraft,  helicopters,  even  the  Space  Shuttle. 
And  helping  them  fly  practice  missions  without  risk  to 
life,  wear  and  tear  on  equipment,  or  burning  costly 


fuel.  Now,  Link  is  developing  even  more  advanced 
technology  for  the  next  generation  of  aircraft. 

Through  expanding  research  and  development  ii 
electronic-based  simulation,  guidance,  communic; 
tions,  and  specialized  computer  systems,  Singer  is  v 
ing  a  new  chapter  in  its  corporate  history.  Together 
with  our  unique  consumer  durables  capabilities 
throughout  the  world,  this  technological  base  posi- 
tions us  in  important  growth  markets  of  today  and 
tomorrow.  The  Singer  Company,  8  Stamford  Forum 
Stamford,  CT  06904. 


The  Up  &  Comers 

Jersey  (19),  Florida  (15)  or  Minnesota 
(15).  Those  same  seven  states  that  are 
home  to  two-thirds  of  the  Forbes  500 
are  also  the  states  that  house  the  most 
Up  &  Comers.  Why  does  success  at- 
tract success? 

"The  entrepreneurial  environment 
is  generated  by  other  industries  that 
are  there,  especially  high-tech  or  ex- 
panding industries,"  says  Keith 
Wheelock,  president  of  Fantus,  a  loca- 
tion consulting  firm.  "You  tend  to 
have  entrepreneurial  types,  high-tech 
types,  who  are  friends  and  break  off 
from  other  companies  and  say,  'Why 
don't  we  go  down  the  street  and  start 
our  own  company?'  It  is  also  tied  to 
universities.  I  think  250  companies 
have  spun  out  of  MIT  professors." 

The  birds-of-a-feather  principle  is 
illustrated  by  the  fact  that  Control 
Data  and  Data  Card— both  Up  & 
Comers  at  one  point — came  from  a 
group  of  naval  engineers  who,  after 
World  War  II,  formed  a  company 
named  Engineering  Research  Asso- 
ciates and  located  it  in  Minnesota.  "I 
think  we  can  document  that  there  are 
over  60  companies  that  have  spun  off 
that  original  ERA  Corp.,"  says  state 
director  of  business  development  Mi- 
chael Mulrooney. 

There's  more  to  it  than  this,  of 
course.  New  companies  and  small 
companies  are  attracted  to  the  same 
thing  big  companies  are:  a  skilled  la- 
bor pool,  sufficient  markets,  available- 
transportation.  And  nobody  likes  to 
pay  unnecessarily  high  taxes  to  sup- 
port bloated  bureaucracies.  Joseph 
Ferran,  Texas  Industrial  Commission 
manager  of  industrial  locations  and 
services,  puts  it  well:  "We  have  an- 
other advantage.  Our  government  is 
financed  without  a  personal  income 
tax  or  a  corporate  profits  tax.  That's 
an  important  consideration." 

But  apparently  taxes  are  more  a 
spur  to  original  location  than  to  pack- 
ing up  and  moving.  "Most  people  op- 
erate in  Massachusetts  in  spite  of  the 
state  taxes,"  says  Richard  Spann, 
president  of  computer  equipment  pro- 
ducer Adage.  "Two  years  ago  we  relo- 
cated within  Massachusetts.  At  the 
time,  we  looked  at  adjoining  states, 
but  the  technology  pool  is  fairly  sensi- 
tive. You  can  lose  a  lot  of  key  people 
by  moving  not  very  far." 

And  when  it  comes  to  attracting 
key  professionals — and  that  includes 
the  boss — the  quality  of  the  commu- 
nity counts  for  a  lot.  Educated  people 
don't  want  to  live  in  Dullsville  or 
send  their  kids  to  inferior  schools.  A 
little  sunshine  doesn't  hurt,  either. 


"California's  taxes  are  certainly  not 
conducive  to  business,"  says  John 
Barry,  president  of  WD-40.  "And  ad- 
mittedly, most  of  our  business  is  ev- 
ery place  else,  but  nobody  in  his  right 
mind  would  move  out  of  San  Diego." 

The  have-not  states  recognize  all 
this,  and  sigh.  Despite  its  slogaji, 
"Kentucky  and  Company,"  part  of  the 
state's  campaign  to  attract  entrepre- 
neurs, that  state  doesn't  headquarter  a 
single  one  of  Forbes'  budding  blue 
chippers. 

Why  not?  "Most  of  the  growth  in 
small  companies  is  coming  from  high 
tech,"  says  Jim  Rapelje,  Kentucky's 
executive  director  of  business  devel- 
opment. "That  attracts  a  specific 
breed  of  people:  highly  educated, 
highly  motivated  and  seeking  the 
good  things  in  life,  like  operas.  That's 
what  they  want  and  that's  what  we 
don't  have  to  offer." 

Operas,  sunshine,  good  schools. 
Maybe  there  is  more  to  business  than 
just  money. — Laura  Rohmann 


The  wrong 
type? 

"BT  Victor  Simonte  Jr.,  president  of 

M#Bowne  &  Co.,  the  New  York  fi- 
■fnancial  printer,  stuck  to  his  be- 
lief. Hot-lead  printing,  he  insisted, 
still  had  computerized  typesetting,  or 
cold-type  printing,  beat.  Didn't  the 
figures  prove  it?  Bowne,  with  1981 
sales  of  $120  million,  led  the  field  in 
the  printing  of  public  financial  docu- 
ments such  as  SEC  registrations, 
proxy  statements  and  prospectuses, 
and  it  had  stubbornly  resisted  the 
switch  to  computers. 


But  while  Simonte  clung  to  hot 
type,  Bowne  slipped.  Its  1982  sales 
dropped  13%  and  earnings  fell  30% 
compared  with  1981.  As  Bowne  lost 
ground,  its  rival  Pandick  Press, 
number  two  in  financial  printing  (see 
"A  tale  of  two  printers,"  Forbes,  Mar 
15,  1982),  gained  it.  Pandick's  earn- 
ings increased  11%  on  20%  higher 
sales.  Guess  why.  Pandick  had  com- 
puters and  a  good  part  of  Bowne's 
sales  force.  "We  lured  salesmen  away 
from  Bowne,"  says  Pandick  Chairman 
Ed  Green.  "And  when  they  came, 
they  usually  brought  100%  of  their 
business.  Those  accounts  don't  go 
back  to  hot  type." 

The  blow  to  Bowne  may  have  cost 
Simonte  his  job.  Last  December 
Bowne  announced  his  retirement — at 
the  age  of  49.  Summoned  from  real 
retirement  to  replace  him  was  Franz 
von  Ziegesar,  59,  a  director  and  for- 
mer executive  vice  president. 

Now  that  Simonte  has  gone,  look 
for  some  changes  at  Bowne,  founded 
208  years  ago  by  an  industrious  New 
York  Quaker.  For  one,  Bowne's  sales 
force  may  get  a  carrot  in  the  form  of 
bigger  compensation,  possibly  includ- 
ing profit  sharing.  Bowne  may  also 
switch  to  computers  faster  than  it 
would  have  under  Simonte. 

Von  Ziegesar  should  know  what 
the  salesmen  want.  He  himself 
trained  in  sales  and  rose  through 
Bowne's  ranks  to  become  executive 
vice  president  of  its  sales  force  and 
plants.  When  it  comes  to  hot  type, 
though,  he  can  sound  just  as  dogmatic 
as  his  old  boss.  "It  still  provides  the 
best  in  that  very  specific,  late-in-the- 
evening,  one-line  service  that  law- 


Bowne's  new  chief  executive,  Franz  von  Ziegesar 
Time  for  the  switch. 
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Pitney  Bowes  offers  a  dependable  line  of  convenience  office  copiers.  From  economy 
desk-top  models  for  even  the  smallest  business,  to  full-feature  consoles  for  the  biggest 
business.  And  we  stand  behind  them  with  our  own  nationwide  sales  and  service 
organization.  For  a  free  demonstration  of  any  Pitney  Bowes  copier,  just  call  toll  free 
anytime  (except  Alaska  or  Hawaii)  800-621-5199  (in  Illinois  800-972-5855).  Or  write, 
Pitney  Bowes,  1  71  5  Crosby  Street,  Stamford,  Connecticut  06926. 

HP  Pitney  Bowes  Copiers 


Over  600  sales  and  service  points  throughout  the  U.S.  and  Canada.  Mailing  Systems,  Copiers,  Word  Processing,  Dictating  Systems, 

Facsimile  Systems,  Business  Forms  and  Office  Supplies. 


Six  reasons  why  you 

need  the  newest  fleet 
management  tool 

from 


It's  Auto  Carte.  The  new  Avis  service  program 
that  offers  qualified  fleets  discounted  prices  on 
more  than  35  automotive  products  and  services. 
Auto  Carte  is  honored  at  over  15,000  locations 
nationwide  and  delivers  six  important  benefits: 

1 .  Lowers  transportation  costs 

Auto  Carte  entitles  you  to  low  "National 
Account"  prices  anywhere  in  the  country. 

2.  Increases  sales  force  productivity 

No  wasted  time  shopping  for  outlets,  products 
or  prices.  Your  cars  are  serviced  promptly 
wherever  they  are. 

3.  Assures  safe,  efficient  vehicle 
operation 

Services  and  repairs  are  made  when  needed. 
Cuts  "down  time." 


4.  Simplifies  billing 

One  monthly  invoice  covers  all  fleet  purchase 
Reduces  paperwork  without  sacrificing  detail. 

5.  Guarantees  flexibility 

The  Auto  Carte  program  can  be  tailored 

to  meet  the  requirements  of  your  fleet  or  pan 

of  your  fleet. 

6.  Improves  cash  flow 

Reduces  need  for  making  cash  advances  to 
drivers. 

Auto  Carte  joins  the  full  range  of  fleet 
management  programs  which  complement  the 
fixed  cost  or  finance  leases  available  from  Avis, 
the  full  service  leasing  company. 

For  quick  action  call  us  toll  free  and  ask  for 
Operator  #61  1-800-331-1750 


AVIS 


CAR 
LEASING 


Avis  features  GM  cars. 

Business  and  professional  leasing  only. 


We  try  harder 
to  make  fleet  management  easier. 


c  1983  We  Try  Harder  Inc  Avis"  and  We  Try  hardei 


FIEraAuto 

BlllCCarte 

123f  Sbl8S0  0  oo/oo 

4BC  COIIPIDT  10  000 


Avis  Auto  Carte 
is  honored*  by  the 
allowing  companies 
hat  have  over  15,000 
service  centers 
nationwide. 

Aamco 
B.F.  Goodrich 
Firestone 
General  Tire  Co. 
Goodyear 
Maaco 
Montgomery  Ward 
Penn  Glass 
Sears  Roebuck 

Uniroyal 
US  Auto  Glass 
Ziebart 

"At  participating  locations. 

I  mm  mmm  m  — i  mmm  mm  mmm  hi  mm  mm  mm  mm  mm  mm 

Yes,  I'm  interested  in  Auto  Carte. 
Please  have  someone  contact  me.  ! 

Company  Name 

Your  Name  i 
Title"  | 

Address 

City  State  Zip 

Phone  "• 
Number  of  cars  owned  leased   I 

The  average  car  is  driven  miles  I 

per  year. 

Mail  to:  Larry  Ma2ur,VP  Marketing,  J 
Avis  Car  Leasing,  P.O.  Box  117, 
Carle  Place,  NY  11514  m 

m  MM  MM  MM  MM  M*  MM  MM  mmm  MM  MM  MM  mJ 
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yers  proofreading  financial  docu- 
ments demand,"  he  says.  Despite 
that  profession  of  faith,  he  quickly 
concedes  a  need  to  switch  to  cold 
type.  The  cost?  "Compared  to  our 
financial  strength,  it's  minor.  Nowa- 
days you  can  spend  more  on  a  beau- 
tiful conference  room  than  on  com- 
puter printing  equipment." 

So,  for  debt-free  Bowne,  the  danger 
of  conversion  doesn't  lie  in  the  cost, 
an  estimated  $5  million  to  $6  million, 
but  in  the  learning  curve  associated 
with  it.  It's  a  steep  one,  and  Green  of 
Pandick  admits  that  it  cost  his  com- 
pany business:  After  the  changeover 
in  1973,  Pandick's  operating  revenues 
dropped  20%  from  1972. 

It  took  two  years  for  Pandick  to 
persuade  customers  the  switch  was  a 
good  thing.  Sales  increased  by  323% 
from  1975  to  1982.  Pandick's  success 
has  become  painfully  apparent  to 
Bowne.  That  will  make  it  easier  for 
Bowne  to  trade  in  hot  lead  for  cold 
type.  Bowne  remains  the  top  financial 
printer.  With  $40  million  in  cash,  it 
could  withstand  the  loss  of  some  busi- 
ness in  a  changeover.  There  should  be 
more  of  that  business,  too.  Ed  Green 
thinks  1983  will  produce  the  most 
financial  business  since  1972.  Raising 
money  publicly  means  financial 
printers  get  busy  on  documents. 

At  Bowne,  though,  the  question  is: 
When  will  those  documents  get 
printed  in  cold  type?  Six  weeks  ago 
von  Ziegesar  said  that  his  crystal  ball 
had  been  cloudy  on  that  question  for 
15  years,  and  still  was.  But  in  mid- 
January  Bowne  announced  plans  to 
convert  two  plants  in  1983  to  cold 
type — and  install  computer  printing 
gear  in  all  seven  plants  by  1984.  It 
looks  as  if  von  Ziegesar  gave  up  the 
crystal  ball  for  a  straight  tip  from  the 
fortune  cookie:  Make  haste  slowly, 
but  start  now. — Christopher  Power 


Safety 
in  numbers 

H1  arvey  Baskin,  42,  a  Washing- 
ton, D.C.  native,  had  a  problem 
i  of  sorts  last  year:  "I  had  $2 
million  in  cash  that  I  wanted  to  invest 
in  insured  bank  CDs,  but  there  was  no 
easy  way  to  do  it." 

Banks  insure  deposits  up  to 
$100,000,  no  larger,  so  if  Baskin  want- 
ed to  deposit  his  $2  million  insured, 
he  would  have  been  forced  to  open  20 
separate  accounts,  keep  track  of  when 
they  all  came  due  and  constantly 
watch  for  banks  offering  a  better  rate. 
"I  figured  if  I  had  this  problem,  other 


people  did,  and  there  was  an  opportu- 
nity," Baskin  recalls.  And  CDx  (for 
certificates  of  deposit  exchange)  was 
bom.  The  company,  which  started  do- 
ing business  in  August,  has  close  to  $1 
billion  invested  and  is  growing  at  the 
rate  of  $10  million  a  day. 

In  essence,  CDx  is  a  computer 
hookup  to  250  banks  around  the 
country.  Each  day  the  banks  wire 
CDx  what  rates  they  are  paying  on 
CDs.  CDx  then  routes  the  depositors' 
money  to  the  banks  paying  the  most 
that  day. 

Depositors — primarily  small  pen- 
sion funds,  bank  trusts  and  individ- 
uals— could  do  it  themselves,  of 
course.  But  CDx  spares  them  the  trou- 
ble of  finding  which  of  the  nation's 
18,000  banks  and  S&Ls  are  paying  the 
highest  interest  rates  each  day.  To  the 
depositors,  the  service  is  free. 

CDx  gets  paid  by  banks,  $47  for 
each  $100,000  deposit,  plus  $10  a 
month  for  each  month  the  money 
stays  on  deposit.  For  example,  for  a 
30-day,  $100,000  CD  the  bank  would 
pay  $57  to  CDx. 

"In  addition  to  the  250  banks  on 
line" — mainly  middle-size  banks 
with  median  assets  of  $150  million  to 
$200  million — "we  have  another 
1,500  banks  waiting  to  join  us,"  crows 
Baskin,  who  made  his  first  big  money 
investing  in  hotels  and  motels.  The 
advantage  for  the  banks  is  that  by 
joining  CDx  they  can  draw  on  a  na- 
tionwide pool  of  money  to  lessen 
their  dependence  on  local  depositors. 

Baskin  rankles  at  the  notion  that 
his  operation  resembles  some  CD  bro- 
kerages of  the  1960s.  Then  some 
brokers  profited  from  the  regulations 
on  bank  interest  rates.  To  get  around 
the  interest-rate  ceiling,  they  charged 
banks  a  fee  for  steering  deposits  their 
way.  The  brokers  then  kicked  back 
part  of  the  fee  to  the  investor,  circum- 
venting the  interest-rate  ceiling. 
"This  isn't  even  a  second  cousin  to 
that,"  Baskin  says.  "That  kind  of  fun- 
ny business  couldn't  go  on  here.  In  the 
CDx  system,  all  our  rates  are  pub- 
lished. Everything  is  out  in  front.  We 
are  offering  a  real  service." 

The  simplicity  of  the  idea  is  what 
makes  it  work.  But  it  is  that  same 
simplicity  that  worries  Baskin.  An- 
other, larger  firm  with  a  nationwide 
reputation  could  come  in  and  com- 
pete. "I  don't  want  them  to  come  in 
for  another  five  months  or  so,  until 
we  have  everything  in  place,"  Baskin 
says.  "Then  Merrill  Lynch,  or  whoev- 
er, can  come  in  with  their  big  reputa- 
tion and  we  will  still  be  okay.  By  then 
we  will  have  2,000  banks  signed  up 
and  will  be  in  pretty  good  shape." 
We'll  see. — Richard  Greene. 
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Is  Crown  Centrals  Henry  Rosenberg  still 
looking  for  an  oil  and  gas  production 
company?  Does  the  sun  still  rise  in  the  east? 


On  the  prowl? 


By  John  R.  Dorfman 


Calling  Crown  Central  vola- 
tile is  like  calling  Christie  Brink- 
ley  pretty  or  Mt.  Everest  high.  In 
1979  the  Baltimore-based  company 
achieved  an  astounding  50%  return  on 
equity.  In  1981  it  was  1.1%.  In  1979  it 
earned  $11. 90a  share.  In  1981  earnings 
were  $0.34  a  share,  and  per-share  earn- 
ings for  the  first  nine  months  of  1982 
amounted  to  all  of  a  dime. 

If  Crown  Central  were  just  another 
undercapitalized,  little-growth  com- 
pany, such  flip-flops  might  not  be  sur- 


prising. But  Crown  Central  is  one  of 
the  larger  independent  refiners  in  the 
country,  with  sales  around  $1.5  bil- 
lion a  year.  Chairman  Henry  Rosen- 
berg, probably  with  good  reason, 
doesn't  want  to  talk  about  what's  hap- 
pening to  his  company  now.  But  Rus- 
sell Miller,  an  analyst  with  Alex. 
Brown  &  Sons,  puts  it  simply:  "In  the 
refining  business  you  don't  control 
what's  coming  in  and  you  don't  con- 
trol what's  going  out." 

Crown  runs  100,000  barrels  of 
crude  a  day  through  its  refinery  in 
Houston.  Its  own  oil  production  is 


only  about  3.5%  of  that.  All  the  re; 
Crown  must  buy. 

A  few  years  ago  Crown  got  a  maj 
portion  of  its  crude  from  Nigeria,  pa 
ing  around  $36  or  $37  a  barrel.  Th 
may  sound  like  a  lot  today,  but  it  w 
a  great  price  at  the  time.  That  w 
sweet  (i.e.,  low-sulfur)  crude,  and  ot 
er  companies  were  paying  more  th; 
$40  a  barrel  for  oil  on  the  spot  mark< 
Today,  spot  market  prices  are  down 
the  $27-to-$30  range.  Nigeria  didr 
budge,  so  Crown  (among  othe; 
stopped  lifting  oil. 

Now  Crown  must  pay  about  tl 
same  price  for  oil  as  everyone  else,  b 
it  can't  charge  high  enough  prices 
the  gas  pump  to  make  much  money, 
the  mid-Atlantic  states  that  are  tl 
heart  of  its  13-state  territory,  Atlant 
Richfield  and  Exxon  are  keeping  t: 
pressure  on  in  an  unremitting  pri 
war.  The  major  oil  companies  oft 
say  they  want  to  run  their  refine 
operations  as  profit  centers.  But, 
Oppenheimer  &  Co.'s  Arthur  Smi 
points  out,  "They  don't  act  that  wa 
They  act  as  if  refining  and  marketi: 
were  a  way  to  unload  the  oil  th 
produce,  logging  their  profits  at  t 
exploration  and  production  end."  He 
do  you  compete  with  larger  compani 
that  play  your  game  as  a  loss  leader! 

Crown  tries.  In  fact,  analysts  give 
high  marks  for  making  the  best  of 
terrible  situation.  The  Houston  refi 


A  Crown  gasoline  station  in  Pikesville,  Met 

How  do  you  compete  with  larger  companies  that  play  your  game  as  a  loss  leader? 
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ery  is  highly  efficient  and  always  runs 
at  (or  even  above)  rated  capacity. 
Crown's  gas  stations  are  large,  well- 
designed,  well-situated,  high-volume 
installations  that  pump  about 
200,000  gallons  of  gas  a  month,  about 
five  times  the  industry  average. 

Despite  all  this,  Crown  would  prob- 
ably be  running  in  the  red  right  now  if 
not  for  its  moderate-size  exploration 
and  production  program.  Crown's  re- 
serves recently  amounted  to  some  50 
billion  cubic  feet  of  gas  and  9  million 
barrels  of  oil,  with  a  recent  value  (cal- 
culated by  the  Securities  &  Exchange 
Commission  method)  of  about  $28  a 
share.  That  makes  Crown  stock, 
which  traded  recently  for  only  $16  on 
the  American  Stock  Exchange,  an  as- 
set play.  The  shares  are  51%  con- 
trolled by  the  Blaustein  family,  of 


which  Rosenberg  is  a  member. 

It's  an  open  secret  that  Rosenberg 
would  like  to  expand  his  oil  and  gas 
exploration  and  production  oper- 
ations. In  the  1970s  he  tried  first  to 
acquire  Burmah  Oil  Co.,  Ltd.  and  then 
Kewanee  Industries.  Since  1977  he 
has  made  no  public  offers,  and  lately 
he  has  been  holding  back  because  oil 
properties  have  been  so  high-priced. 
Give  Rosenberg  credit  for  patience 
and  good  judgment  on  that  score.  But 
now  lots  of  oil  and  gas  properties  are 
on  the  block  at  reduced  prices.  It's 
getting  to  be  time  for  Rosenberg  to 
take  a  swing.  For  Crown's  sake,  it  had 
better  not  be  a  third  strike. 

Can  the  company  afford  an  acquisi- 
tion? Debt  is  already  about  32%  of 
capital.  But  R.  Bentley  Offutt,  an  ana- 
lyst with  the  Baltimore  firm  Legg  Ma- 


son Wood  Walker  Inc.,  thinks  Crown 
could  well  afford  to  swing  a  deal,  us- 
ing cash  and  preferred  stock. 

Meanwhile  Crown  has  been  adding 
slowly  to  its  exploration  and  produc- 
tion capacity,  devoting  about  60%  of 
its  capital  spending  budget  to  the  field. 

A  new  element  has  been  added  to 
the  picture  lately.  In  January  secre- 
tive, private  Apex  Oil  Co.,  an  oil  trad- 
ing firm  with  revenues  over  $5  bil- 
lion, bought  up  5.5%  of  Crown's  class 
A  shares.  It's  not  likely  that  Apex,  a 
shrewdly  managed  outfit,  thinks  the 
Blaustein  family,  whose  ancestors  in- 
vented the  gas  pump,  will  sell  the 
controlling  interest  in  Crown  they 
have  held  for  three  generations.  More 
likely,  Apex  just  senses  value — or 
thinks  Rosenberg  will  connect  on  this 
third  swing.  ■ 


Nobody  seems  to  want  to  build  steel  mills. 
Everybody  wants  to  get  into  financial  ser- 
vices. Whafs  going  on?  asks  Al  Tabmoush. 

Unwanted 
attention 


By  James  Cook 

T|  he  prospect  of  hanging,  Dr. 
Johnson  once  pointed  out, 
"concentrates  the  mind  wonder- 
fully." And  so,  it  appears,  does  the 
threat  of  takeover.  Just  ask  Albert 
Tahmoush,  61,  chairman  and  chief 
executive  of  Briarcliff  Manor,  N.Y.'s 
Frank  B.  Hall  &.  Co.  insurance  broker- 
age firm.  A  year  or  so  ago,  Miami's 
Ryder  System  took  a  position  in 
Hall's  stock  with  a  takeover  evidently 
in  mind,  and  ever  since  Tahmoush 
has  been  trying  to  make  sense  of 
what's  happening  to  U.S.  industry — 
not  just  with  Hall  and  Ryder,  but  with 
industrial  corporations  in  general 
moving  into  the  services. 

"Ever  since  the  Ryder  thing  start- 
ed," Tahmoush  says,  "I  have  had  peo- 
ple coming  at  mc  from  all  over.  I  can 
understand  it  in  a  case  like  American 
Express — financial  service  is  their 
business.  But  I've  been  getting  calls 


from  industrial  companies,  and  I  say 
to  them:  'What's  going  on?'  And  they 
tell  me,  'We  can't  compete  in  Europe, 
and  we  can't  compete  in  Asia,  but  you 
guys  would  be  a  strong  core  around 
which  we  could  build  our  own  finan- 
cial services  complex.'  " 

That  doesn't  make  sense  to  Tah- 
moush. A  service  business  like  Hall's, 
he  maintains,  is  a  far  cry  from  any 
manufacturing  business  he  can  think 
of,  operates  by  different  rules,  re- 
quires different  talents.  "I  have  a  lot 
of  difficulty,"  he  says,  "accepting  the 
notion  that  a  manufacturing  estab- 
lishment makes  a  good  parent  for  a 
financial  services  operation.  Hell,  our 
inventory  goes  down  in  the  elevator  at 
five  o'clock.  People  are  100%  of  our 
operations.  That's  what  we  devote  all 
our  time  to." 

Tahmoush  speaks  from  bitter  expe- 
rience. He  came  to'  Hall's  chief  execu- 
tive spot  by  way  of  Parker  &.  Co.,  an 
insurance  broker  that  had  sold  out  in 


1967  to  Philadelphia's  IU  Internation- 
al conglomerate.  "We  were  together 
for  about  eight  months,"  he  recalls, 
"and  we  were  suing  for  divorce.  They 
were  trying  to  inculcate  systems  and 
procedures  they  thought  appropriate 
to  a  conglomerate  but  that  were  total- 
ly incompatible  with  our  particular 
operations.  They  meant  well,  but  it 
was  clear  that  we  couldn't  live  togeth- 
er, and  as  a  result  they  ultimately  sold 
their  shares  to  Frank  B.  Hall.  And  that 
arrangement  was  fine.  We  were  both 
in  the  same  business.  They  under- 
stood, we  understood,  and  it  worked 
out  very  well." 

Tahmoush  would  be  the  last  man  to 
oppose  acquisitions  per  se.  In  building 
a  comprehensive  international  bro- 
kerage business,  Hall  has  acquired 
some  90  businesses  in  the  13  years 
since  it  went  public,  including  22  in 
the  last  three  years  alone,  for  2.3  mil- 
lion shares,  $8  million  in  notes  and  $4 
million  in  cash. 

There  are  risks,  as  Tahmoush  read- 
ily concedes,  whenever  you  put  two 
companies  together.  "But  we  know 
the  business  so  well  that  if  we  make  a 
mistake  we  can  manage  our  way  out 
of  it.  There  isn't  a  single  acquisition 
we've  made  that  hasn't  increased  its 
earnings  dramatically.  Even  that  Lon- 
don brokerage  acquisition  we  made 
for  $45  million  [Leslie  &  Godwin] — 
we've  made  a  beautiful  jewel  out  of 
the  thing.  But  if  we  were  in  the  steel 
business,  they'd  have  fallen  flat  on 
their  ass."  As  Security  Insurance  did, 
for  example,  when  Textron  took  it 
over  a  few  years  ago. 

If  you  look  at  earnings  you  might 
wonder  why  so  many  people  want  to 
get  into  Hall's  business.  Hall's  earn- 
ings have  been  under  plenty  of  pres- 
sure over  the  past  three  years.  Hall 
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Frank  B.  Hall  Chairman  Albert  J  Tahmoush 

"if  everybody  wants  to  get  into  the  services,  who  in  hell  is  going  to  produce  the  goods?' 


lives  off  the  commissions  and  fees  it 
gets  from  placing  insurance  for  its  big 
commercial  and  industrial  customers, 
and  when  interest  rates  began  going 
through  the  roof,  the  insurance  com- 
panies found  they  could  make  more 
investing  short  term  at  20%  than  they 
could  from  premiums.  So,  they  kept 
cutting  premiums  to  step  up  cash 
flow,  and  as  premium  rates  went 
down,  Hall's  business  suffered.  "A 
$100,000  premium  four  years  ago  is 
$50,000  today,"  Tahmoush  says,  "so 
our  income  gets  cut  in  half.  We  have 
to  run  like  hell  to  acquire  the  busi- 
nesses to  try  to  fill  the  gap.  And  we 
can't  quite  do  it."  Between  1979  and 
1981,  margins  on  Hall's  commission 
income  fell  nearly  by  half.  This  was 
partly  offset  by  much  higher  returns 
from  investing  Hall's  nearly  $200  mil- 
lion cash  reserves,  but  only  partly. 
Last  year  per-share  earnings  were  off 
22%  on  a  3%  gain  in  revenues. 

But  now,  Tahmoush  believes,  the 
cycle  is  bottoming  out  and  over  the 
next  few  years  will  begin  to  reverse 
itself.  "Starting  in  1983  and  going  into 
1984  the  insurance  companies  are  go- 
ing to  increase  their  premium  prices, 
and  as  they  do  that,  our  income  on  the 
current  book  of  business  automatical- 
ly grows.  The  next  three  or  four  years 
they  are  going  to  suffer,  and  we  should 
do  very  well" — assuming,  of  course, 


that  interest  rates  remain  at  least  at 
the  present  level. 

All  of  the  above  helps  explain  why 
Hall  is  such  a  nice  acquisition  target: 
The  best  time  to  buy  a  company — or  a 
stock — is  when  earnings  are  at  a  low 
point  and  about  to  recover. 

If  Tahmoush  is  against  conglomer- 
ate-type acquisitions,  why  did  he 
have  Hall  acquire  a  100%  interest  in 
Jartran,  Jim  Ryder's  three-year-old 
one-way  truck  rental  company?  Out- 
siders saw  Jartran  as  a  purely  defen- 
sive move — designed  to  raise  anti- 
trust barriers  against  Ryder — but  Tah- 
moush feels  Jartran  is  a  logical  fit.  As 
a  capital-intensive  business,  truck 
leasing  offers  an  outlet  for  Hall's  rap- 
idly rising  cash  reserves  and  a  tax 
shelter  for  Hall's  fully  taxed  service 
income.  "Maybe  it  seems  foreign,"  he 
says,  "but  there  is  synergy  with  what 
we  are  doing.  There  are  points  of  con- 
tact where  1  plus  1  can  come  out  3.  If 
we  could  acquire  a  leasing  business,  I 
thought,  we  might  grow  that  way 
as  well." 

Jartran  just  about  broke  even  last 
year,  having  lost  $50  million  in  1981, 
but  Tahmoush  expects  its  reorganiza- 
tion plan  to  be  approved  sometime  in 
the  next  few  weeks.  With  only  $5 
million  cash  invested  in  Jartran,  Tah- 
moush thinks  it  can  become  a  big 
moneymaker.   "If  you  can't  make 


something  out  of  $100  million  in  rev- 
enues, something  is  wrong  some- 
where. Something  has  got  to  stick  to 
your  fingers." 

Can  Frank  B.  Hall  remain  indepen- 
dent? Competitor  Fred  S.  James  has 
already  disappeared  into  Transameri- 
ca,  Rollins  Burdick  Hunter  became 
part  of  Combined  International 
Corp.  One  way  to  avoid  such  a  fate 
for  Hall  would  be  to  turn  it  into  a 
full-line  financial  services  company. 
Competitors  like  Marsh  &  McLen- 
nan have  successfully  moved  into 
mutual  funds.  Tahmoush  ponders 
the  possibility:  "What  if  you  wanted 
to  consider  Frank  B.  Hall  not  just  an 
insurance  brokerage  firm  but  a  finan- 
cial services  outfit?  What's  wrong 
with  developing  vertically — buying  a 
commercial  bank,  a  money  manage- 
ment fund.  Maybe  it  is  one-stop 
shopping.  Maybe  there  is  some  syn- 
ergy in  that." 

But  then  he  deplores  again  the 
whole  trend  that  makes  his  company 
vulnerable  to  takeover.  "If  everybody 
wants  to  get  in  on  the  services  act, 
who  in  hell  is  going  to  produce  the 
goods  and  a  better  product  at  a  better 
price?  Are  they  abdicating  their  role 
in  our  industrial  economy?  Is  that 
what  they're  telling  me?  They're  all 
running  away?  As  a  citizen,  frankly, 
it's  got  me  worried."  ■ 
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Kyou  don't 

evaluate 
Wang  computers, 

you  run  the  risk 
of  automating 
youroffice 

too  late, 

for  too  much, 

with  too  little. 

This  isn't  the  time  to  mince  words.  Office 
automation  is  coming.  It's  inevitable.  Because 
computer  technology  can  help  your  people  do 
their  jobs  so  much  better,  so  much  easier.  But 
every  day  your  company  puts  off  the  decision  to 
automate,  you  risk  falling  behind  your  increas- 
ingly productive  competition. 

That's  why  you  should  talk  to  Wang. 

Wang  is  the  only  computer  company  that 
can  fully  automate  your  office  today.  We  have 
the  systems  to  handle  all  kinds  of  information: 
words,  numbers,  images  and  voice.  The  tech- 
nology to  let  your  people  share  all  that  informa- 
tion effectively.  Products  so  easy  to  use  everyone 
can  use  them.  And  the  resources  to  serve  you 
anywhere  in  the  world. 

Remember,  sooner  or  later  you'll  automate. 
But  the  sooner  the  better  with  Wang. 

For  a  presentation  on  Wang  office  auto- 
mation, call  1-800-225-9264.  Or  write  to 
Wang  Laboratories,  Inc.,  Business  Executive 
Center,  One  Industrial  Avenue,  Lowell,  MA  01851. 


WANG 


The  Office  Automation  Computer  Company 


A602 
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PEOPLE  ASK  WHAT  MAKES  MAZDA  UNIQUE  AMONG 
JAPANESE  AUTOMAKERS.  BUT  LOOK  CLOSELY.  THERE'S  ONE 
IMPORTANT  DIFFERENCE  BETWEEN  US  AND  THE  OTHERS. 


THE  PEOPLE  / 


Mazda's  performance  in 
recent  years  can  be  summed 
up  in  a  word. 

Unprecedented. 

Since  1975,  our  produc- 
tion volume  per  employee  has 
climbed  126.4%.  Net  after-tax 
income  also  rose  sharply,  and 
in  1982  surpassed  $90  million 
from  worldwide  sales  that 
topped  $4  billion. 

But  we  haven't  always  been 
the  picture  of  prosperity. 

During  the  mid-'70s,  Mazda 
faced  serious  problems.  Pro- 
duction costs  were  rising  in  the 
wake  of  the  world  oil  crisis. 
Sales  were  suffering  as  a  result 
of  newly  defined  consumer 
automotive  needs.  And  only 
through  the  concerted  efforts  of 
our  people,  management  and 
workers  alike,  were  we  able  to 
turn  things  around. 


1978         1979  1980 


1981  1982 


A  COMMITMENT 
TO  PRODUCTIVITY. 
Our  response  to  the  problem 
of  escalating  production  costs 


was  to  seek  a  substantial  in- 
crease in  productivity. 

Achieving  such  an  increas 
was,  in  essence,  an  effort  to 
reduce  costs  while  continuing 
to  produce  high  quality  auto- 
mobiles. As  well  as  continu- 
ing to  produce  them  in  the 
required  volume  and  in  the 
shortest  time  possible. 

Mazda's  Operation  50  pro- 
gram is  one  example  of  how  v 
reduced  costs. 

Operation  50  decreased  oi 
inventory  of  in-process  pro- 
duction materials  and  compo- 
nent parts  by  50%  in  just  thre< 
years,  and  resulted  in  a  tremei 
dous  savings  in  overhead 
expenses.  But  that  wasn't  the 
only  benefit. 

Just  as  lowering  the  level 
of  a  river  reveals  rocks,  our 
reduction  of  inventory  reveale 


hidden  snags  in  the  production 
process.  Eliminating  these 
snags  vastly  improved  the  flow 
of  production  and  enhanced 
the  reliability  of  a  number  of 
processes. 

Inventory  reduction 
ushered  in  a  new  synchronized 
system  of  production.  We  no 
longer  hold  in-process  mate- 
rials in  large  inventories. 
Rather,  we  bring  them  forward 
only  as  they're  needed,  and 
schedule  them  to  arrive  at  our 
production  lines  just  in  time  for 
the  next  step  in  the  manufac- 
turing process. 

This  system,  along  with 
other  productivity -related  steps, 
has  allowed  us  to  increase  our 
production  volume  from 
19.3  vehicles  per  employee  in 
1975  to  43.7  vehicles  in  1982. 


themselves  to  ensuring  that 
product  quality  and  operational 
integrity  aren't  compromised. 

We've  established  strict 
quality  standards  which  must 
be  met  at  every  step  in  the  pro- 
duction process.  In  meeting 
these  standards,  our  people 
ensure  that  we  produce  prod- 
ucts of  uniformly  high  quality. 
But  the  job  doesn't  end  there. 
Each  worker  is  also  responsible 
for  improving  the  quality  of  the 
procedures  he  uses  to  meet 
those  standards. 


MAZDA 


A  COMMITMENT 
TO  QUALITY. 
Our  people  played  a  decisive 
role  in  increasing  productivity 
by  identifying  non-essential 
production  processes,  and  sug- 
gesting ways  to  eliminate  or 
improve  them.  And  they  con- 
tinue to  suggest  ways  to  further 
improve  productivity. 
They've  also  devoted 


EMPLOYEE  SUGGESTIONS  MADE  AND  ADOPTED 


1979 
suggestions  made 


1980  1981  1982 

i     »  suggestions  adopted 


More  than  18,000  Mazda 
people  demonstrate  this 
responsibility  through  volun- 
tary participation  in  Mazda 
Quality  Circle  activities.  MQ 
Circle  members  meet  to  discuss 
ways  to  improve  the  quality  of 
their  work  or  to  solve  job- 
related  problems. 

This  type  of  worker 
involvement  typifies  the  atti- 
tude of  quality- 
consciousness  that 
runs  deep  at  Mazda. 
In  a  very  real  sense, 
our  people  treat  each 
other  as  customers. 
Only  work  that  meets 
Mazda  standards  is 
allowed  to  pass  from 
one  person  to  the  next, 
whether  it's  passing  station-to- 
station  on  the  assembly  line  or 
between  departments. 


A  COMMITMENT 
TO  INNOVATION. 
The  difficulties  of  the  mid- 
'70s  also  reemphasized  some- 
thing we'd  known  all  along: 
there  is  no  corporate  survival 
without  sales. 

Knowing  this,  we  devoted 
ourselves  to  the  development 
of  more  attractive  products. 
And  to  manufacturing  these 
products  at  the  lowest  possible 
cost  while  still  maintaining  the 
highest  level  of  product  quality. 

In  this  effort,  surveys  and 
product  concept  clinics  con- 
ducted by  our  people  in  key 
world  markets  are  enabling  us 
to  define  consumer  automotive 
needs  and  to  respond  to  them 
more  quickly.  We're  also  mak- 
ing use  of  an  R  &  D  concept 
called  Group  Value  Engineering. 

G.V.E.  project  develop- 
ment teams  analyze  and  com- 
pare various  design  alternatives 
to  determine  those  which  best 
meet  development  goals.  And 
which  also  provide  the  highest 
quality  at  the  lowest  cost. 

By  now  you  should  begin 
to  understand 
how  our 
people  and 
their  unique 
involvement 
in  corporate 
activities  help 
to  set  us  apart 
from  other 

Japanese  automakers. 

In  future  advertisements, 
you'll  be  reading  more  about 
Mazda.  And  specifically  about 
how  we're  raising  our  produc- 
tivity, increasing  our  quality, 
and  creating  more  innovative 
automobiles  through  the  use 
of  our  most  important  asset. 

The  people  at  Mazda. 


Bill  Simon  and  Ray  Chambers  buy  corpo- 
rate bits  and  pieces  from  big  companies. 
And  what  a  nice  business  it  is. 

Dealing 
in  secondhand 
companies 


By  Ben  Weberman 

Prominently  displayed  in  the  Wes- 
ray Corp.  offices  of  former  Treasury 
Secretary  William  E.  Simon  is  an 
oversize  card  with  the  message  "The 
President  and  Mrs.  Reagan  extend  to 
you  their  best  wishes  for  a  joyous 


Christmas  and  a  peaceful  New  Year." 

Name  dropping?  In  a  way,  yes.  Bill 
Simon  is  no  shy  violet.  But  the  card  is 
there  for  another  reason  as  well. 
Asked  about  the  card,  Simon  flips  it 
over  to  show  a  visitor  that  it  was 
printed  by  Gibson  Greeting  Cards, 
Inc.,  one  of  a  growing  number  of  com- 


panies acquired  by  Simon's  two-year- 
old  private  partnership. 

From  paneled  offices  in  historic 
Mornstown,  N.J.,  where  George 
Washington  camped  after  crossing  the 
Delaware,  Simon  and  his  partner, 
Raymond  G.  Chambers,  run  a  private 
conglomerate  whose  annual  revenues 
could  soon  be  pressing  the  SI. 25  bil- 
lion mark.  To  date,  they  have  ac- 
quired 1 1  companies  with  total  annu- 
al sales  of  about  $750  million.  If  four 
more  deals  now  in  negotiation  go 
through,  the  two  partners  could  be 
presiding  over  $1.25  billion  in  every- 
thing from  oyster  farming  to  alumi- 
num pots  and  pans. 

Wesray — Wes  from  Simon's  initials 
and  Ray  for  Chambers'  first  name — 
uses  leveraged  buyouts,  borrowing 
most  of  the  purchase  price  and  raising 
the  remainder  by  selling  assets.  The 
world  of  business — as  opposed  to  the 
world  of  securities  trading — is  some- 
thing relatively  new  for  Simon,  who 
was  manager  of  municipal  bond  trad- 
ing at  Weeden  &.  Co.  and  senior  part- 
ner in  charge  of  the  government  and 
municipal  bond  departments  at  Salo- 
mon Brothers  before  becoming  Trea- 
sury Secretary.  Simon  exploits  his 
connections  to  help  make  deals. 
Chambers,  40,  is  the  numbers  man. 
He  helped  found  Metrocare,  an  Amcx- 
hsted  health  care  company,  in  1968, 
later  left  to  start  his  own  investment 
banking  firm  and  joined  forces  with 
Simon  in  1981. 

Wesray  is  the  acquisition  vehicle;  it 
does  not  own  the  acquired  companies. 
Each  acquisition  is  owned  separately, 
with  Simon  and  Chambers  keeping  at 
least  25%  each  and  sharing  the  rest 
with  four  partners  and  the  managers 
of  the  acquired  enterprise. 

Later,  Simon  says  he  hopes  to  intro- 
duce Employee  Stock  Ownership 
Plans  to  allow  the  workers  to  have  a 
piece  of  the  action.  The  ESOP  would 
borrow  to  buy  shares  from  Simon  and 
Chambers,  who  would  get  a  long- 
term  capital  gain  without  having  to 
sell  to  outsiders. 

The  name  of  this  particular  game  is 
leverage  (a  term  Simon  dislikes).  Si- 
mon and  Chambers  have  purchased 
control  of  $300  million  worth  of  as- 
sets on  a  personal  investment  of  not 
more  than  a  few  million. 

Take  the  Gibson  deal,  so  far  Wes- 
ray's  biggest.  Number  three  in  greet- 
ing cards  sales  (after  $1  billion  Hall- 
mark and  $624  million  American 
Greetings),  Gibson  was  acquired  from 
C.I.T.  Financial,  an  RCA  subsidiary, 
for  $81  million,  substantially  below 
book  value.  A  variable-rate  term  loan 
from  BarclaysAmerican  Business- 
Credit,  Inc.,  fixed  at  the  prime  rate, 


Partners  Bill  Simon  and  Ray  Chambers  of  Wesray 

A  billion-dollar  operation  on  an  investment  of  a  few  million. 


66 


FORBES,  FEBRUARY  28,  1983 


provided  $13  million.  Wesray  ar- 
ranged a  $100  million  revolving  line 
of  credit  from  General  Electric  Credit 
Corp.  Gibson's  manufacturing  assets 
were  sold  and  leased  back,  fielding 
another  $31  million  in  cash.  So,  the 
whole  deal  was  done  with  an  invest- 
ment from  Simon  and  Chambers  of  $1 
million  or  so  at  most.  Simon  and 
Chambers  own  28%  each  of  a  $225 
million  company  that  earned,  says  Si- 
mon, $12  million  after  taxes  last  year, 
and  they  are  thinking  of  a  public  offer- 
ing of  its  stock.  The  potential  profit  is 
staggering. 

If  plans  work  out,  an  offering  of  $30 
million  to  $45  million  of  Gibson 
stock  will  be  made  soon — half  of  the 
shares  from  holdings  of  Simon  and 
Chambers.  "This  would  give  the  part- 
ners additional  funds  to  acquire  com- 
panies," says  investment  banker  Wil- 
liam M.  Kearns  Jr.  of  Lehman  Brothers 
Kuhn  Loeb  Inc.,  who  is  managing  the 
financing. 

Simon  and  Chambers  clearly  are 
profiting  from  the  vast  deconglomera- 


By  John  Merwin 

Movie  financier  Irv  Levin  is 
in  a  reflective  mood.  Eyeing 
an  autographed  basketball, 
he  muses,  "After  13  years  in  sports — 
as  a  pro  basketball  franchise  owner 
and  chairman  of  the  NBA  Board  of 
Governors — I'd  never  go  back.  Basket- 
ball is  totally  out  of  an  owner's 
hands."  Levin  means  that  costs  are 
out  of  control.  Players  control  the 
purse  strings,  not  the  owners. 

There's  irony  here.  Levin  fled  bas- 
ketball for  a  new  venture,  SLM  Enter- 
tainment, which  bankrolls  movies. 
For  a  man  once  worried  about  control 
over  sports  entertainment,  he  has  to 
be  embarrassed  about  the  lack  of 


tion  wave  that  is  sweeping  big  busi- 
ness. Simon  cites  the  acquisition  of 
RCA's  mobile  communications  divi- 
sion (later  renamed  Tactec  Systems). 
Tactec  lost  $1.5  million  the  year  be- 
fore it  was  acquired.  It  made  $2.7  mil- 
lion the  next  year. 

After  Gibson,  the  partners'  largest 
operation  is  $180  million  (sales)  Hee- 
kin  Can  Co.  of  Cincinnati,  acquired 
for  $80  million  from  Diamond  Inter- 
national in  1982.  Hcckin  makes  bev- 
erage and  food  packaging  cans.  Wear- 
Ever  Aluminum,  Inc.  and  affiliated 
Lincoln  Manufacturing  Co.  ($140  mil- 
lion in  sales),  manufacturers  of  pots 
and  pans,  were  picked  up  from  Alcoa 
for  $60  million  the  same  year.  Other 
companies  have  sales  mostly  in  the 
area  of  $25  million  to  $80  million: 
Long  Island  Oyster  Farm,  which 
farms  oysters  and  clams  in  20,000 
acres  of  Long  Island  Sound;  Tactec 
Systems;  American  Clearing  Service 
of  Bcaverton,  Ore.,  a  clearinghouse  for 
grocery  promotional  coupons;  Louis 
Lefkowitz  &  Brother,   Inc.,  which 


control  SLM  has  had  over  its  movie 
investments. 

In  late  1981  Levin  raised  $35  mil- 
lion through  Dean  Witter  and  Merrill 
Lynch,  at  $10,000  a  crack.  The  idea: 
Give  the  little  guy  a  chance  to  invest 
in  a  group  of  movies.  "Play  the  aver- 
ages," Levin  told  a  Beverly  Hills  in- 
vestment audience  before  brokers  be- 
gan selling  SLM's  partnership  units. 
"The  more  times  you  come  to  bat,  the 
more  chances  you  have  for  success." 

You  have  heard  about  the  5-foot 
man  who  tried  to  play  the  averages 
and  drowned  trying  to  cross  a  stream 
with  a  4-foot  average  depth?  Some- 
thing similar  happened  to  SLM.  The 
plan  was  to  catch  the  tide  of  MGM's 
sharply  expanding  movie  production. 


makes  camera  carrying  cases  and 
leather  grips  for  tennis  rackets;  and 
Mobile  Music  Man,  which  rents  out 
musical  instruments  to  students. 

Central  to  Simon  and  Chambers' 
strategy,  of  course,  is  the  expectation 
that  interest  rates  will  keep  coming 
down  and  the  stock  market  will  do 
the  opposite  Lower  interest  rates 
will  reduce  the  heavy  burden  on  a 
highly  leveraged  capital  structure, 
and  a  strong  stock  market  will  en 
able  the  partners  to  offer  portions  of 
equity  in  their  companies  to  inves- 
tors at  a  nice  profit  to  themselves.  "I 
believe,"  says  Simon,  "that  interest 
rates  will  continue  to  drop  through 
1983  and  we  will  be  able  to  carry  the 
debt  of  many  ol  these  enterprises  at 
a  lower  cost." 

If  things  go  their  way,  Simon  and 
Chambers  stand  to  turn  relatively 
modest  fortunes  into  very  substantial 
ones.  II  things  go  against  them,  what's 
to  lose?  Most  of  their  own  commit- 
ment to  the  enterprises  is  sweat  equi- 
ty rather  than  cash.  ■ 


Levin  committed  $30  million  of  his 
investors'  $35  million  to  a  slate  of 
MGM  films,  sight  unseen. 

The  studio  took  SLM's  money  and 
promptly  released  an  unprecedented 
stung  of  megabombs  such  as  Pennies 
From  Heaven,  a  $23  million  flop  that 
took  in  about  $3.5  million  at  the  box 


Movie  investor  Irv  levin 

Learning  the  breaks  of  the  game. 


Small  investors  have  watched  half  of  their 
$30  million  in  MGM  films  blow  away.  Can 
Irv  Levin  and  James  Bond  rescue  them? 


Gone  with  the 
wind,  1982 
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Some  of 


our  biggest  idea* 


aren't very  big. 


Datamaster 

Small  Systems  from  IBM. 

In  business,  its  often  the  little 
things  that  count.  And  you  can 
count  on  IBM  for  a  lot  of  them. 

That  is,  we  make  a  wide  range 
of  low-cost,  easy-to-use  small 
computers  to  help  businesses  of  all 
types  and  sizes  solve  big  problems. 

Like  inventory  control,  for 
instance.  IBM  small  systems  can 
tell  you  what's  what  with  your  wid- 
gets: How  many  you  have  on  hand. 
How  many  you  need  to  fill  existing 
orders.  Where  to  ship  and  when. 

If  you  want  to  improve  customer 


service,  we're  at  your  service. 
With  small  systems  that  help  your 
sales  force  match  orders  to  inven- 
tory, figure  a  price  and  guarantee 
a  delivery  date.  (All  of  which 
helps  guarantee  a  sale.) 

IBM  small  systems  can  help 
your  marketing  manager  make  price 
changes  quickly.  And  your  billing 
department  improve  cash  flow  by 
invoicing  customers  more  efficiently. 

When  you  write  your  customers, 
you  can  get  letters  and  reports  out 
faster. 

But  that's  just 
the  beginning. 
IBM  has  office 


Personal 
omputer 


administrative  systems  that  take 
the  work  out  of  paperwork.  As  well 
as  distributed  systems  that  sim- 
plify and  speed  up  the  process  of 
sending  information  back  and 
forth  between  several  locations. 

The  point  is,  whatever  your 
problem — sales  forecasting  and 
analysis,  billing,  payroll,  job  esti- 
mating, order  processing, 


System/38 


production  control,  and  even 
energy  management — its  no  prob 
lemfor  IBM. 

We  have  the 
right  small  sys- 
tem for  the  right 
job.  And  an 
IBM  pro- 
fessional to 
recommend  the 
one  best  for  you 

What's  more, 
our  small  systems 
are  designed  to  be  Dispiaywriter 


easy  to  learn  and  use.  So  you  can 
put  them  to  work  quickly. 

As  your  business  grows,  so  can 
your  IBM  system  with  more  stor- 
age capacity,  work  stations, 
printers  and  communication  lines. 

IBM  Small  Systems  come 
with  a  special  feature.  IBM. 

IBM  small  systems  come  with  a 
lot  of  excellent  features.  But  the 
best  feature  of  all  is  that  they  come 
from  IBM.  Which  means  you  can 
get  IBM  education,  service  and 
support. 

For  further  information  on 
IBM  small  com- 
i  puters  for  your  busi- 
ness, call  your 
local  representa- 
tive or  IBM's  toll- 
free  number  below. 
We'll  show  you 
that  an  idea  doesn't 
have  to  be  big  to    ===  = 
be  great. 


Call  IBM  Direct  1  800  631-5582  Ext.  7.  In  Hawaii/Alaska  1  800  526-2484  Ext.  7. 

(Or  write  I  ISM  DRM,  Dept.  \O-007.  40(1  Parson's  Pond  Drive.  Franklin  Lakes,  N.J.  07417.) 
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T^je  Great  Frendfi  Balloon  Adventure 

Sail  with  us  aboard  our  colorful  eight-story-high  balloons  as  we  drift  gently  over 
castles,  vineyards  and  medieval  villages  in  the  lovely  Burgundy  region  of  France. 
You  will  experience  wonderful  happenings  and  smiling  faces  wherever  we  fly  on 
our  daily  "aerial  nature  walks."  Be  a  part  of  the  endless  adventures,  the  warm 
receptions,  instant  friendships  and  generous  hospitality  which  these  crowd- 
pleasing  balloons  create  everywhere.  Discover  an  extraordinary  and  highly 
successful  new  travel  concept,  now  in  its  seventh  year. 

Write  for  the  brochure  detailing  our  luxurious  one-week  adventures  from  May  to  October. 

THE      BOMBARD  SOCIETY 

6727  Curran  Street    /    McLean,  Virginia  22101 
Telephone  toll  free  (800)  862-8537    /    Virginia  (703)  448-9407 


Minnesota  Power 
increases  dividend 
13th  consecutive 

UP1  SIP      On  January  26 

Jr  "Ml       the  directors  of  Minnesota  Power  (MPL) 
increased  the  quarterly  dividend  on 
common  stock  to  60  cents  per  share. 
This  is  equivalent  to  an  annual  dividend 
of  $2.40,  compared  to  $2.28  per  share 
paid  in  1982. 

The  dividend  is  payable  March  1  to 
shareholders  of  record  on  February  15. 


Iff! 


Minnesota  Power's  Dividend  Reinvestment 
Plan  qualifies  for  tax  deferral. 

For  a  copy  of  our  1982  Annual  Report 
write  Arend  Sandbulte,  chief 
financial  officer. 


mmnesota  power 

30  West  Superior  Street 
Duluth,  Minnesota  55802 
2t8  722-2641 
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office.  MGM  fired  studio  chief  David 
Begelman,  while  SLM's  incredible 
shrinking  $30  million  film  invest- 
ment withered  to  $5  million  in  esti- 
mated eventual  returns. 

Fortunately,  MGM's  Poltergeist  was 
a  big  hit,  though  not  the  E.r. -size 
smash  required  to  recover  the  $25 
million  down  the  tube.  Because  of 
Poltergeist  and  a  smaller  success,  Din- 
er, SLM's  stake  is  back  to  $20  mil- 
lion plus,  including  $5  million  of 
original  funds.  The  deal  was  struc- 
tured so  that  investors  also  took  a 
70%  first-year  tax  writeoff,  easing 
the  pain  somewhat.  Small  investors 
aren't  the  only  ones  relieved.  Levin 
and  three  other  organizing  partners 
put  in  $5  million. 

Levin  shouldn't  be  naive  about  the 
movie  business,  having  filled  a  top 
executive  slot  in  the  early  Seventies 
with  insurance/movie  theater  con- 
glomerate National  General  Corp. 
But  at  least  he  has  learned  something. 


"If  we  pick  a  lot  of  junk, 
and  pass  up  the  good 
ones,"  says  Levin,  "people 
can  say  we  don't  know 
what  we're  doing." 


"There's  no  way  we  would  go  into  a 
deal  in  the  future  where  we  wouldn't 
have  the  right  to  pick  and  choose  the 
pictures  we  invest  in,"  he  says. 

That's  even  more  important  be- 
cause SLM  investors  will  be  in  bed 
with  MGM  for  four  more  years  be- 
fore the  partnership  dissolves.  So 
now  Levin  has  the  right  to  pick  and 
choose,  although,  he  says,  not  every- 
one at  MGM  wanted  to  make  that 
concession.  Levin  can  pick  not  only 
from  MGM's  films  but  also  from 
sister  studio  United  Artists'  movies, 
which  include  the  box  office  favor- 
ites Pink  Panther,  James  Bond  and 
Rocky.  "If  we  pick  a  lot  of  junk  and 
pass  up  the  good  ones,"  he  smiles, 
"people  can  say  we  don't  know  what 
we're  doing."  Levin,  a  frank  busi- 
nessman who  isn't  ducking  last 
year's  results,  won't  be  ducking 
them  this  year  either.  No  more 
blaming  MGM,  he  affirms. 

Two  years  ago  Levin  told  his  Bev- 
erly Hills  audience,  "I've  never 
known'  a  better  time  to  invest  in 
pictures.  The  potential  for  success  is 
greater  than  ever."  After  the  first 
year  Levin  can  talk  only  of  "poten- 
tial." SLM  has  four  years  left  to 
prove  that  little  investors  belong  in 
the  movies.  Those  investors  must 
hope  cherry-picking  proves  better 
than  playing  the  averages.  ■ 


FORBES.  FEBRUARY  28,  1983 


lion  on  about  $3  billion  in  revenues 
from  freight  operations  alone.  That's 
using  "generally  accepted  accounting 
principals."  This  year  can  only  be 
enough  of  an  improvement  so  that 
Conrail  expects  to  make  a  profit  in 
1983  under  tougher  ICC  accounting 
rules.  This,  despite  the  fact  that  it  gets 
40%  of  its  revenues  carrying  steel, 
autos  and  coal,  among  the  hardest  hit 
of  all  industries  in  the  recession. 

The  federal  government  has  spent 
$3.3  billion  to  upgrade  track,  yards 
and  equipment.  The  arrival  of  L.  Stan- 
ley Crane,  67,  retired  chairman  of  the 
Southern  Railway,  who  took  over  as 
chief  executive  in  January  1981,  gave 
the  line  a  first-class  boss.  The  passage 
of  the  Northeast  Rail  Service  Act 
(NERSA)  in  August  1981,  enabled 
Crane  to  get  out  of  the  commuter 
business  completely  (estimated  annu- 
al saving:  $70  million)  and,  after  a 
generous  deal  on  severance  pay,  cut 
the  work  force  nearly  in  half,  to 
42,000.  The  severance  deal  cost  the 
federal  government,  not  Conrail,  $130 
million.  A  small,  wiry  man  who,  be- 
fore Conrail,  worked  on  the  Southern 
Railway  nearly  all  his  life,  Crane  says 
bluntly:  "One  of  the  reasons  this  rail- 
road couldn't  make  it  originally  was 
because  we  were  nothing  but  a  big 
welfare  agency." 

Nor  is  that  all.  In  addition  to  its 
new  lean  look  and  the  operating  prof- 
its made  possible  thereby,  Conrail 


Conrail  Chairman  L.  Stanley  Crane 

No  longer  just  a  big  welfare  agency. 


The  federal  government  is  getting  serious 
about  selling  Conrail  Its  employees  want 
to  buy  it — but  with  what? 


No 

free  ride 


By  Lisa  Gross 


It  took  Uncle  Sam  five  years  and 
more  than  $5  billion  to  learn  how 
to  run  a  railroad.  Now  Consoli- 
dated Rail  Corp.,  the  government  rail 
network  born  of  desperation  and 
made  up  of  the  old  Penn  Central  and 
five  other  bankrupt  northeastern 
roads,  has  learned  well  enough  to  start 
making  money  at  it.  And  that  means, 
under  amendments  to  the  law  that 
gave  birth  to  Conrail  in  1976,  that  the 
government  will  be  looking  around 
for  someone  to  buy  it  and  shuttle  it 
back  to  the  private  sector. 


The  search  is  already  under  way. 
Goldman,  Sachs,  the  New  York  in- 
vestment firm,  has  been  retained  to 
shop  for  potential  buyers.  According 
to  John  Fowler,  general  counsel  to  the 
U.S.  Department  of  Transportation, 
which  will  be  conducting  the  sale,  it 
has  had  some  tentative  nibbles,  and 
no  surprise.  Thanks  to  a  series  of  sen- 
sible, long  overdue  measures  to  cut 
costs,  Conrail  is  worth  looking  at.  It's 
the  fourth-largest  freight  hauler  in  the 
country,  carrying  more  than  15%  of 
everything  that  moves  by  rail.  Last 
year,  despite  a  20%  decline  in  carload- 
ings,  Conrail  earned  about  $40  mil- 
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earned  another  $90  million  last  year 
from  the  sale  of  investment  tax  cred- 
its it  couldn't  use.  Conrail  will  sell 
more  tax  benefits  this  year,  though 
not  as  much.  Most  attractive  of  all, 
perhaps,  Conrail 's  prior  operating 
losses  of  some  $1.5  billion  plus  $600 
million  from  other  available  items 
would  pass  along  to  the  next  owner  to 
shelter  future  profits. 

What  Goldman,  Sachs  is  offering 
around,  then,  is  an  outfit  with  about 
$5  billion  in  rail-related  assets,  an- 
other $200  million  in  real  estate  and  a 
demonstrated  ability  to  earn  money 
in  hard  times.  On  the  liability  side  is 
the  $3.3  billion  in  government  loans 
plus  another  $1  billion  in  private 
equipment  loans.  According  to 
Fowler,  moreover,  it  is  possible  that  a 
hefty  portion  ot  the  $3.3  billion  in 
federal  loans  might  be  forgiven  if  the 
right  buyer  should  come  along  for 
Conrail. 

How  much,  then,  is  such  a  package 
worth?  And  who,  or  what,  does  the 
right  buyer  look  like? 

As  for  price,  the  Department  of 
Transportation,  noting  that  investors 
lately  have  been  willing  to  pay  around 
$10  for  one  dollar  in  other  railroads' 
profits,  agrees  that  today's  leaned- 
down  Conrail  should  be  worth  be- 
tween $1.5  billion  and  $2  billion. 

As  for  the  right  buyer,  several  rail- 
roads are  obvious  candidates.  A  west- 
ern road  like  the  Santa  Fe,  for  exam- 


ple, whose  biggest  interchange  is  with 
Conrail.  Or  the  Burlington  Northern, 
which  interchanges  with  Conrail  at 
Chicago.  Fowler  of  D.O.T.  says  both 
railroad  and  nonrailroad  companies 
have  expressed  interest,  drawn,  no 
doubt,  by  the  total  $2.1  billion  in  tax 
benefits. 

But  there  is  also  a  good  chance — 
better  than  even — that  it  will  be  none 
of  the  above.  Rather,  the  buyer  could 
well  be  a  consortium  of  union  and 
nonunion  Conrail  employees,  whose 
leaders  are  working  together  through 
an  umbrella  organization  called  the 
Railway  Labor  Executives'  Associ- 
ation. And  they  have  promised  each 
employee  that  he  won't  have  to  pay  a 
nickel — in  other  words,  a  $5  billion- 
plus  property  free. 

The  RLEA  served  notice  on  the  De- 
partment of  Transportation  last  fall 
that  it  intended  to  organize  a  buyout. 
It  retained  Brian  Freeman,  a  New  Jer- 
sey attorney  who  had  worked  on  the 
Chrysler  bailout  as  the  Treasury  De- 
partment's deputy  for  corporate  fi- 
nance, to  put  together  the  elements  of 
a  plausible  deal.  Freeman's  own  deal: 
0.5%  of  any  company  the  union 
winds  up  with. 

It  is  Freeman's  notion  that  Conrail 
workers  have  already  paid  a  hand- 
some price — "employee  equity,"  he 
styles  it — in  sacrifices  made  to  help 
Conrail  survive.  Unions  represented 
by  the  RLEA  leaders,  he  points  out, 


Union  President  Fred  Hard  hi 

The  "employee  equity"  is  real,  but  is  it  enough? 


agreed  to  wage-increase  deferrals 
amounting  to  about  $300  million  be- 
tween 1981  and  1984.  They  acqui- 
esced in  Chairman  Crane's  12% 
wage-increase  deferral.  And  there  is 
something  else  to  keep  in  mind,  says 
Freeman,  37,  a  loquacious  former  tax 
lawyer.  Unlike  other  potential  buy- 
ers, an  employee-owner  wouldn't  be 
concerned  about  getting  a  return  on 
its  investment,  he  says.  They  only 
want  to  preserve  jobs.  "The  selfish 
interest  of  Conrail's  employees,"  he 
concludes,  "is  consistent  with  the  na- 
tional interest."  But  let  no  one  think, 
Freeman  advises,  that  giving  job  pres- 
ervation the  highest  priority  is  incon- 
sistent with  effective  management. 
"Concessions,"  he  maintains,  "will 
be  made  if  necessary." 

You  hear  the  same  thing  from 
RLEA  Chairman  Fred  Hardin,  64,  a 
silver-haired,  gravel-voiced  veteran  of 
the  bargaining  table  who  is  president 
of  the  United  Transportation  Union, 
representing  25,000  Conrail  workers, 
and  who  also  serves  as  chairman  of 
the  RLEA.  "I  was  trying  to  screw  the 
railroads  every  way  I  could,"  he  says, 
recalling  negotiations  in  the  past  with 
a  laugh,  "but  I  think  any  prudent  man 
has  to  change  his  philosophy  to  meet 
the  times."  If  the  RLEA  can  make  a 
deal  for  Conrail,  Hardin  says,  union 
leadership  would  not  interfere  with 
railroad  management.  Stanley  Crane 
would  be  asked  to  stay  on.  The  new 
board,  however,  would  be  elected  by 
union  stockholders. 

Hardin  and  Freeman  both  have 
clearly  been  thinking  about  a  fallback 
position.  Freeman  now  is  trying  to  line 
up  at  least  $500  million  in  loans  from 
banks  led  by  Chase  Manhattan.  The 
two  have  also  let  it  be  known  that  they 
would  not  mind  joining  with  non- 
union interests,  preferably  through  a 
partial  public  offering,  say,  15%.  If 
pushed  hard  enough,  however,  they 
may  find  themselves  agreeing  with 
Fowler,  who  contends  that  employees 
need  a  private  partner  to  make  their 
bid  more  financially  realistic  to  the 
Department  of  Transportation. 

One  way  or  another,  the  unions  will 
exert  powerful  leverage  in  any  deal  for 
Conrail.  Says  one  high  government 
official  close  to  the  negotiations: 
"The  unions  have  said  that  nobody  is 
going  to  be  able  to  make  a  deal  for  this 
railroad  without  them  as  players." 
The  "employee  equity"  Freeman 
speaks  of  is  real — "but  not  enough  to 
pay  for  Conrail,"  says  one  high  D.O.T. 
official.  An  end  to  the  cooperation 
between  management  and  labor  that 
enabled  Conrail  to  come  back  this  far 
would  surely  make  it  hard,  if  not  im- 
possible, to  go  further.  ■ 
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Finally  a  copier 
for  the  most 
important  personi 
in  my  life. 

Me.  To  you,  I'm  Jack  Klugman  the  Actor. 
To  my  agent,  business  manager,  and  accountant, 
I'm  Jack  Klugman  the  Corporation. 

They  have  copiers.  Why  shouldn't  I? 

Now  I  can.  A  Canon  Personal  Cartridge  copier. 
And  it's  so  small,  it's  perfect  for  people  in  almost 
any  business.  Even  if  their  business  is  at  home. 

It's  like  no  other  copier  ever.  Because 
Canon  put  the  entire  copying  process— 
the  toner,  the  drum  and  the  developer— 
in  one  neat  cartridge. 


■ 


am* 


about  any  kind  of  paper.  Even  labels  and  transparencies. 
And  once  the  cartridge  is  used  up,  you  just  replace  it. 
rself. Tremendous.  Not  only  is  my  Canon  copier  virtually 
ice-free,  it's  so  simple  to  care  for,  anyone  could 
ntain  it.  Even  me! 

Here's  something  else  it  does.  It  copies  in  black,  brown, 
>lue.  Just  by  changing  a  cartridge.  Nobody  else's  copier 
s  that.  Not  even  the  big  ones. 

And  nobody  else's  plain  paper  copier  costs  so  little, 
ich  is  something  my  accountant  is  still  smiling  about. 

So  shouldn't  there  be  a  Canon 
Personal  Cartridge  copier 
for  the  most  important 
person  in  your  life? 
You. 


It  s  the  shortest  disti 
between  you  and  a 
copy.  Compact. 
Convenient.  Personal; 
(Available  March.  1983.) 
$995* 


Canon  PC-20 

Efficient  for  any  business 
►  With  the  added 

convenience  of  automatic 
paper  feeding  to  make  8 
copies  a  minute. 
$1,295* 

Canon  PC  Cartridges 

Available  with  black, 
brown,  or  blue  toner. 
$65  in  black 
$70  in  brown 
$70  in  blue 

"suggested  retail  price  exclusive 
of  cartridge. 


Canon  [pE-m/g© 

Personal  Cartridge  Copying, 
Plain  and  Simple. 


How  Dow  Jones  News/Retrieval  Insures 
Fireman's  Fund  Against  Information  Los 


Dow  Jones  News/Retrieval®  has  helped  Fireman's  Fund 
Insurance  Companies  find  new  meaning  in  the  word  "in- 
surance." In  departments  in  several  areas  of  the  company's 
national  headquarters  in  San  Francisco,  News/Retrieval 
is  helping  Fireman's  Fund  insure  itself  against  missing 
critical  business  and  financial  information. 

"Dow  Jones  News/Retrieval  Is  Addictive!" 

Kurt  Guen,  Director  of  Research  in  the  Investment  De- 
partment, calls  Dow  Jones  News/Retrieval  "addictive." 
Each  day  he  follows  about  35  companies  in  the  Fireman's 
Fund  equity  portfolio.  "Every  morning  I  get  the  latest 
business  and  financial  news  on  these  companies.  Exclu- 
sive access  to  news  from  The  Wall  Street  Journal,  Barron's 
and  the  Dow  Jones  News  Wire  is  a  real  time-saver." 

"Saving  Us  From  Just  One  Bad  Situation 
Will  Pay  For  News/Retrieval  For  Life." 

Don  Jerner,  Manager  of  the  Value  Analysis  Group,  uses 
Dow  Jones  News/Retrieval  to  help  perform  cost  benefit 
analysis  as  well  as  lease  purchase  analysis.  "Because 
there  is  a  risk  involved  for  us,  especially  with  a  hardware 
lease,  we  like  to  conduct  a  financial  analysis  of  the  ven- 
dor. If  this  information  saves  us  from  just  one  bad  situ- 
ation, it  will  have  paid  for  itself  for  life." 

As  Don  Jerner  sees  it,  "News/Retrieval's  use  at  Fire- 
man's Fund  will  explode  in  the  future. .  .playing  a  bigger 
and  more  important  role  in  our  corporate  and  financial 
planning,  decision-making  and  overall  efficiency." 

"It's  Our  Sleep-At-Night  Insurance. 

Fireman's  Fund  National  Accounts  and 
Risk  Management  Services  (NARMS) 
Department  uses  Dow  Jones  News/ 
Retrieval  in  yet  another  way 
News  and  data  information 
such    as    price  earnings 
changes,    lOK's,  balance 
sheets,  revenues  and  divi- 


dends give  them  vital  corporate  information  they  ne& 
keep  up  with  the  affairs  of  clients. 

Janet  Harjo,  financial  Ser- 
vices Manager,  is  the  person 
responsible  for  financial 
evaluations  of  clients  seeking 
auto/truck,  general  liability 
and  worker's  compensation 
insurance.  Because  millions 
of  premium  dollars  are 
sometimes  involved,  Ms. 
Harjo  has  to  be  sure  she  has  all  the  facts. 

"Since  our  division  accepts  financial  risks  in  the  s 
manner  as  a  lending  operation,  News/Retrieval  help 
assess  those  risks.  We  rely  on  the  unique  capabilitie 
News/Retrieval  to  quickly  update  our  financial  rati 
Dow  Jones  News/Retrieval  is  our  sleep-at-night  insuran 

Working  Smarter,  Faster,  Less  Expensive 

Isn't  it  time  your  company  checked  into  all  the  ben 
of  Dow  Jones  News/Retrieval?  Accessible  on  r 
standard  terminals  and  personal  computers,  Dow  J( 
News/Retrieval  is  easy  to  use  and  surprisingly  inex] 
sive.  You  pay  only  for  the  information  you  request. 

Free  Booklet. .  .Free  Trial 

For  a  free  1 2-page  color  booklet  and  a  free  trial,  call 
hotline.  See  for  yourself  why  Dow  Jones  News/Retri 
is  helping  insure  companies  against  information  loss. 

Call  Toll  Free 
1-800-345-8500,  Ext.  49 

(Canada,  Alaska,  and  Foreign  call  1-215-789-7008.  Ex 


DOW1QNES 


Dow  Jones  News  Retrieval  is  a  registered  trad 
of  Dow  Jones  &  Company,  Inc. 


Oklahoma  banks  have  been  punished  for 
Penn  Square's  sins,  but  virtue  still  lives  at 
Oklahoma  City's  Liberty  National. 

Parable  of 
the  talents 


By  Anne  Bagamery 

Iunch  with  J.W.  (Bill)  McLean, 
_  chairman  of  Liberty  National 
I  Corp.  of  Oklahoma  City,  is  a 
wholesome  affair:  club  sandwiches  on 
wheat  bread,  fresh  fruit  and  tomato 
juice,  served  on  trays  in  the  bank 
holding  company's  auditorium.  But 
for  dessert,  McLean  unhesitatingly  or- 
ders a  "Liberty  Special":  vanilla  ice 
cream  with  rum-raisin  sauce.  "This  is 
the  most  sinful  thing  I'll  do  all  day," 
he  laughs. 

That's  a  sly  reference  to  the  fact 
that  Liberty,  at  $2.3  billion  assets 
Oklahoma's  second-largest  bank,  is  a 
timid  energy  lender  in  a  state  filled 
with  swingers.  Some,  like  Penn 
Square  and  Oklahoma  National, 
swung  too  far  in  lending  to  companies 
exploring  for  deep  gas  in  the  Anadarko 
Basin's  tricky  Fletcher  prospect;  even 
$2.8  billion  (assets)  First  Oklahoma 
Bancorporation,  the  state's  largest, 
posted  a  loss  in  1982's  fourth  quarter 
because  of  problem  energy  loans.  But 
Liberty,  with  almost  a  third  of  its  $1 
billion  of  loans  tied  to  energy,  had  no 
"Fletcher  exposure."  Its  credits  were 
collateralized  either  with  proven  pro- 
duction or  with  hard  assets. 

Granted  that  timidity  (McLean 
would  say  prudence)  may  have  kept 
Liberty's  return  on  assets  below  the 
state  average  in  recent  years:  In  1981, 
the  last  year  before  losses  caught  up 
with  its  competitors,  Liberty's  return 
on  assets  was  0.84%,  compared  with 
an  outstanding  1.34%  average  for 
Oklahoma  banks.  And  prudence 
didn't  prevent  Liberty  from  making 
some  bad  loans  of  its  own:  1982  loan 
losses  were  $10.8  million,  up  from 
$788,000  in  1981. 

But  above  all  Liberty  has  possessed 
consistency.  Since  1972  its  net  in- 
come has  grown  at  a  steady  15%  a 


year,  bolstered  by  smart  construction 
loans  and  fees  from  an  aggressive  con- 
sumer banking  business.  Other  Okla- 
homa banks  grew  more  slowly  than 
that  in  the  early  to  mid-1970s,  then 
accelerated  with  the  speed  pill  of  en- 
ergy loans  at  the  end  of  the  decade, 
only  to  come  to  grief  last  year,  while 
steady  Liberty  turned  in  a  39%  earn- 
ings gain  in  1982,  to  $19.7  million,  or 
$2.79  a  share.  "I  think  our  past  record 
is  sustainable  for  the  near  future," 
says  McLean  modestly. 

McLean,  60,  like  many  native  Soon- 
ers  a  devout  Christian  (he  has  had  one 
side  of  the  36-story  Liberty  Tower 
decorated  with  tiny  white  lights  that 
form  a  cross),  attributes  Liberty's 
steady  performance,  in  part,  to  an  an- 
cient, if  currently  unfashionable, 
management  manual:  "Goal-set- 
ting— which  goes  back  to  the  Bible — 
is  important  here,"  he  says,  citing 
Matthew  25:14-30,  the  parable  of  the 
talents:  "To  every  one  who  has  will 


Liberty'  Chairman  Hill  McLean 
Cautious  but  consistent. 


more  be  given,  and  he  will  have  abun- 
dance; but  from  him  who  has  not, 
even  what  he  has  will  be  taken  away." 

Well  and  good.  But  Liberty  com- 
piled its  past  record  under  some  of  the 
most  anticompetitive  banking  laws  in 
the  country.  As  one  of  only  three 
states  (Kansas  and  Nebraska  are  the 
others)  that  allow  neither  branching 
nor  multibank  holding  companies, 
Oklahoma  gave  rural  banks  a  lock  on 
their  markets  and  protected  the  big- 
city  banks  from  one  another.  That 
meant  Oklahoma's  500-odd  banks 
could  often  pay  below-ceiling  rates  on 
deposits  and  helps  explain  their  high 
return  on  assets. 

All  that  is  changing.  The  new  mon- 
ey market  accounts  allowed  by  law  in 
December  are  making  cheap  deposits 
a  thing  of  the  past.  Moreover,  a  bill 
currently  before  the  Oklahoma  legis- 
lature would  allow  limited  branching 
and  the  formation  of  multibank  hold- 
ing companies.  The  bill,  which  would 
protect  small-town  banks,  while  let- 
ting the  Oklahoma  City  and  Tulsa 
giants  take  aim  at  each  other,  seems 
designed  to  foster  hotter  competition 
within  the  state. 

Yet  McLean  and  his  brethren  at 
First  Oklahoma  and  the  big  Tulsa 
banks  are  all  for  it.  Why?  "Oklahoma 
is  a  capital-hungry  state,"  explains 
Leonard  Eaton  Jr.,  chairman  of  $1.4 
billion  (assets)  BancOklahoma  Corp. 
of  Tulsa.  "Many  of  our  large  corpora- 
tions go  out  of  state  for  their  main 
banking  relationships  because  we've 
been  restricted.  The  new  law,  I  think, 
will  let  us  keep  some  of  those  loans 
in-state."  That  is  what  happened  after 
Texas  passed  multibank  legislation  in 
1971.  "History  shows  that  corpora- 
tions borrow  from  the  people  they 
know  best,"  says  Michael  Morrow, 
senior  vice  president  of  Sheshunoff  & 
Co.,  the  Austin,  Tex. -based  bank  re- 
search firm.  In  any  case,  adds  Morrow, 
it's  grow  or  wither.  "In  the  future, 
loan  production  will  make  all  the  dif- 
ference to  a  bank's  bottom  line." 

Under  the  Oklahoma  multibank 
bill's  provisions,  Liberty  could  acquire 
other  banks  up  to  the  point  at  which  it 
holds  10%  of  the  state's  deposits — it 
now  has  6.5% .  To  win  over  notoriously 
independent  small-city  bank  presi- 
dents, McLean  can  point  to  Liberty's 
hometown  image  in  the  capital  city: 
Liberty  is  financing  much  of  a  building 
boom  that  has  transformed  Oklahoma 
City  from  a  cowtown  into  a  metropo- 
lis. "I'm  interested  in  being  an  Oklaho- 
ma banker, "  says  McLean,  who  learned 
banking  in  Tulsa,  Houston  and  San 
Francisco  before  joining  Liberty  as 
president  in  1967.  "Otherwise,  I  might 
as  well  be  located  on  Wall  Street." 
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Wall  Street  can  be  slow  to  perceive 
virtue.  Liberty's  stock,  tarred  as  are  all 
Oklahoma  banks  with  Perm  Square's 
sins,  trades  over-the-counter  at  1 7,  or 
6  times  1982  earnings — low  for  a  bank 
in  a  state  with  a  fast-growing  econo- 


my. But  bank  analysts  are  beginning 
to  make  distinctions.  "1  don't  expect 
thrills  from  [LibcrtyJ,"  says  lames 
Carter  of  Merrill  Lynch.  "I  also  don't 
expect  surprises,  and  that's  a  good 
thing." 


In  banking,  as  elsewhere,  fashior 
come  and  go.  It's  reassuring  that  f( 
Bill  McLean  and  Liberty  a  close  reai 
ing  of  the  Gospel  According  to  S 
Matthew  may  pay  off  long  after  tl 
last  drop  of  oil  is  pumped.  ■ 


The  recovery  is  breathing  a  little  life  into 
auto  and  construction  suppliers.  Their  vi- 
tal signs  look  good.  And  they're  getting . . . 


Leaner  but 
not  meaner 


were  shutting  down,"  ex- 
plains Carl  Kenninger, 
manager  of  Sprmg/Brum- 
mer.  But  this  year,  new 
orders  are  up  20%,  and 
plant  utilization  is  rising. 
For  now,  however,  Ken- 
ninger is  not  worried 
about  the  future  adequa- 
cy of  capacity. 

Others  arc  concerned. 
"The    biggest  problem 


By  Priscilla  S.  Meyer 


T|he  late  unlamented  recession 
has  left  American  auto  and  con- 
struction industry  suppliers — 
and  others — looking  like  intensive- 
care  patients.  But  now  their  vital  signs 
arc  strengthening.  Here  and  there  in 
the  nation's  mines,  mills  and  fac- 
tories, the  boards  are  coming  off  the 
windows  and  padlocks  off  the  gates. 
The  recovery,  of  course,  is  arriving. 

Still,  the  patients  will  never  be  the 
same.  In  some  ways  they  will  be 
healthier;  they  will  share  less  crowd- 
ed markets,  for  example.  But  the  sup- 
pliers won't  regain  the  muscle  to  force 
cost  increases  down  their  customers' 
throats.  A  persistent  surplus  of  capac- 
ity will  sec  to  that.  The  recovery  so  far 
hasn't  stimulated  inflation. 

But  some  suppliers  haven't  made  it, 
and  others  look  moribund.  CCX  Inc.'s 
Hatfield  Wire  &  Cable  division  in 
Cranford,  N.J.,  for  example,  may  nev- 
er reopen.  Many  smaller  suppliers 
have  folded.  Still,  others  are  stirring 
again.  Hard  hats  and  lunch  pails  are 
coming  out  of  closets.  In  Bellwood,  111. 
Borg-Warncr's  Spring/Brummer  plant 
has  just  rehired  150  workers  laid  off 
since  Thanksgiving.  The  number  is 
small  compared  with  the  workers 
that  General  Motors  plans  to  put  back 
to  work.  But  the  division  is  just  one  of 
at  least  40,000  companies  that  once 
supplied  the  auto  industry  with  parts 
and  raw  materials. 

Only  a  year  ago  Spring/Brummer  had 
to  close  down  another  plant,  temporar- 
ily, in  Frankfort,  111.  "Our  customers 


that  I  see  won't  be  apparent  for  12 
months,"  says  Gary  Wenglowski,  di- 
rector of  economic  research  at  Gold- 
man, Sachs.  He  thinks  the  shrunken 
supply  side  may  not  be  able  to  raise 
enough  investment  12  to  18  months 
from  now  if  the  federal  deficit  stays 
too  high.  At  that  point  the  federal 
presence  at  the  borrowers'  trough 
crowds  out  h'l  piggies.  Expansion  to 
meet  growing  demand  may  be  diffi- 
cult. "But  with  today's  40%  capacity, 
who's  worrying  about  12  months 
from  now,"  he  says. 

The  scent  of  new  orders  is  delicate 
though  fresh.  "Our  sales  department 
has  seen  a  slight  pickup  in  orders  since 
December,"  says  an  official  of  Asarco, 
the  big  copper  company.  "And  our 
customers  are  reporting  more  new  or- 
ders. The  tone  is  much  more  optimis- 
tic." Despite  the  upturn  in  construc- 
tion, Asarco  won't  reopen  its  big  Silver 
Bell  mine  anytime  soon.  "Not  until 
copper  prices  go  up,"  Asarco's  man 
says.  Right  now  copper  prices  still 
languish  below  production  costs. 

Pressure  on  suppliers  came  in  two 
ways  last  year.  First,  demand  practi- 


cally dried  up  as  auto  and  farm  equi 
mcnt  sales  figures  shrank.  The  aut 
makers  and  other  big  manufacture 
turned  to  their  suppliers  and  strong 
suggested  price-cutting  as  a  way  i 
keeping  what  business  was  left.  Sorr 
suppliers  complied,  some  didn't  ar 
some,  like  the  Plymouth,  Mich,  plai 
of  Associated  Spring  NA  (part  of  tl 
Barnes  Group),  were  squeezed  out  - 
business.  The  demands  for  price  cu 
moved  down  the  supply  chain.  Part 
makers  passed  them  to  raw  materia 
suppliers,  who  shut  down  mines  ar 
mills  and  sold  inventory  for  cash.  Gl 
did  its  share  to  force  costs  down  1 
generally  putting  its  steel  orders  oi 
for  bidding. 

The  pressure  to  cut  prices  remain 
Customers,  says  an  auto  and  far: 
equipment  parts  supp] 
er,  are  saying,  "You  d 
it  for  Chrysler  and  Inte 
national  Harvester.  W 
want  cuts,  too.  And  it 
getting  worse."  Oi 
tractormakcr  with 
shopping  list,  for  exan 
pie,  intends  to  buy  fro: 
up  to  a  dozen  supphe 
the  same  part  it  nee< 
for  its  different  tracti 
models;  the  lowest-priced  part  f 
each  model  wins  the  business. 

Still,  some  auto  parts  supplie 
have  survived  profitably,  among  the: 
Sealed  Power,  Sheller-Globe  ar 
TRW.  The  reasons:  Even  with  low 
prices,  some  increased  market  shar 
some  negotiated  longer  contracts  ar 
some  diversified.  The  lucky  om 
were  largely  the  capitalized  ones  wii 
design  expertise  to  win  customers. 

The  lesson  to  others  isn't  lost, 
believe  the  industry  is  becoming  tw 
tier,"  says  a  vice  president  of  a  Tro 
Mich,  maker  of  bearings  and  bus' 
ings.  One  tier,  he  says,  consists 
large,  well-capitalized  suppliers  th 
can  become  design  arms  for  manufa 
turers;  the  second  includes  "supphe 
that  simply  produce  parts."  It's  sue 
as  they — casters  of  door  handles,  fi 
example — who  will  be  forced  to  coj 
harder  with  manufacturer-dictate 
pricing  and  price-bidding. 

It  all  means  this:  So  much  for  tl 
good  old  inflationary  days,  when  su 
pliers  could  pass  the  buck  from  risir 
costs.  For  a  while,  at  least,  the  cu 
tomer  will  remain  right.  ■ 
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AMERICAN  BUSINESS  PROFITS  AT  HILTON. 


HI  now 

AMERICAS  BUSINESS  ADDRESS 


Inflation  seems  under  control,  and  the  economy  is  pulling  out  c 
the  recession.  Is  everything  rosy?  Don't  kid  yourself .  Yet  anothe 
crisis — one  just  as  crippling — may  be  looming. 


Will  the  U.S.  become 
a  pauper  nation? 


NFLATION  WAS  YESTERDAY  S  CH- 

.  Unemployment  is  today's. 


T 

What  is  tomorrow's?  Forbes  thinks  it  could  be  a 
.^■deficit  in  our  balance  of  trade  so  huge  that  it  could, 
fliBl  within  a  relatively  few  years,  turn  the  U.S.  from  a 
creditor  nation  into  a  debtor  nation.  Increasingly  priced 
out  of  world  markets  by  high  wages  and  declining  industri- 
al investment,  the  U.S.  is  seeing  its  export  position  further 
weakened  by  high  interest  rates  that  have  led  to  a  strong 
dollar.  A  strong  dollar,  of  course,  discourages  exports  and 
encourages  imports.  It  makes  Japanese  cars  cheaper  than 
American  cars  and  prices  American  machinery  out  of 
foreign  markets. 

In  the  end,  however,  the  new  crisis  is  not  really  new.  It 
arises  from  the  same  sources  as  its  predecessors,  that  is, 
from  the  cumulative  effects  of  generations  of  policies  that 


By  Norman  Gall 


encouraged  consumption  and  discou 

  aged  investment  and  saving. 

This  crisis  in  the  U.S.  balance  of  trade  has  been  buildn 
for  more  than  a  decade,  but  the  media,  seemingly  unable 
focus  on  more  than  one  economic  issue  at  a  time,  ha' 
ignored  it  the  past  few  years.  Far  from  being  alarme 
many  Americans  have  exulted  in  a  dollar  whose  growii 
value  has  made  countries  like  Italy  and  France  trav 
bargains. 

The  exultation  will  soon  fade,  if  it  hasn't  already  doi 
so,  because  the  dollar  is  strong  for  the  wrong  reasons.  It 
strong  because  swelling  federal  deficits  and  a  too-lo 
savings  rate  are  keeping  interest  rates  in  the  U.S.  abo1 
world  levels  and  thus  sucking  huge  amounts  of  foreij 
investment  money  into  the  country.  Today  we  are  lmpoi 
ing  not  only  goods  on  a  grand  scale,  but  we  are  lmportn 


A  decade  of  fluctuation 


Pounds  per  dollar  Deutsche  marks  per  dollar  Ten  per  dollar 


Until  the  early  Seventies  the  world  remained  on  at  least  a 
semblance  of  a  gold  standard.  Under  the  Bretton  Woods 
agreements,  the  dollar  was  pegged  to  gold  and  the  other 


currencies  were  generally  pegged  to  the  dollar.  The  resu 
was  almost  a  quarter  of  a  century  of  relative  stability 
exchange  rates.  But  persistent  U.S.  balance  of  paymen 
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capital  as  well.  We  are  a  nation  living  off  its  past  savings. 

So,  why  doesn't  the  Federal  Reserve  simply  lower  inter- 
est rates?  It's  not  that  easy.  The  Fed  can  probably  bring 
short-term  rates  down  for  a  while,  but  long-term  interest 
rates  will  remain  high  until  two  things  happen:  1)  Savers 
and  investors  are  persuaded  that  inflation  really  is  under 
control,  and  2)  corporate  profits  and  private  savings  in- 
crease sufficiently  to  bring  the  supply  of  capital  closer  to 
the  demand  for  it  at  a  rate  of  interest  that  business  can 
afford,  fob  programs,  then,  are  not  the  answer.  Supply-side 
measures  that  encourage  savings  and  capital  accumulation 
are  the  answer. 

fapan  and  West  Germany  are  suffering  government  defi- 
cits that  loom  larger  in  relation  to  their  economies  than  in 
the  U.S.  (see  chart,  pp.  82-HJ).  They,  too,  indulge  in  the 
welfare  state.  Why  are  their  exports,  nonetheless,  more 
competitive  than  those  of  the  U.S.?  In  large  part  because 
they  have  healthier  savings  habits.  They  can  finance  both 
industry  and  the  welfare  state  without  driving  interest 
rates  to  astronomical  levels.  But  even  Germany  and  Japan 
(Forbes,  Jan.  31)  may  not  be  able  to  do  the  trick  much 
longer. 

The  clear  conclusion  is  this:  If  you  insist  on  robbing  the 
saver  through  a  combination  of  high  marginal  tax  rates  and 
high  inflation,  you  cannot  finance  a  welfare  state.  If  you 
try  doing  so,  you  will  have  continual  crises — as  we  are 
learning.  Both  long-term  saving  and  long-term  investing 
depend  heavily  on  a  sound  and  stable  currency — which 
scarcely  exists  anywhere  in  the  world  today. 

One  of  the  first  to  understand  the  subtle  interconnec- 
tions among  all  these  factors  was  the  distinguished  econo- 
mist Martin  Feldstein,  42,  now  chairman  of  the  Council  of 
Economic  Advisers  and  until  recently  president  of  the 
National  Bureau  of  Economic  Research  and  an  economics 
professor  at  Harvard.  In  this  interview  with  Forbes,  Feld- 
stein explains  how  the  deficits  are  both  causing  unemploy- 
ment and  forcing  the  U.S.  to  live  off  its  accumulated  capital. 


Forbes:  The  U.S.  merchandise  trade  deficit  for  1971  was 
our  first  since  1888.  It  was  the  first  time  in  83  years  we 
bought  more  merchandise  overseas  than  we  sold  there. 
Beginning  in  1976,  we  have  run  seven  consecutive  mer- 
chandise trade  deficits — the  deficit  for  1983  could  reach 
as  high  as  $75  billion — which  has  been  our  longest  streak 
of  deficits  since  the  period  from  1831-1839.  In  those 
days,  we  ran  trade  deficits  so  we  could  import  capital 
goods  to  build  the  country — tools  and  railroad  equipment 
and  machinery.  Today  we  run  trade  deficits  so  we  can 
consume  more.  Why? 

Feldstein:  To  put  it  bluntly,  government  deficits  cause 
trade  deficits.  When  the  government  runs  a  large  budget 
deficit,  interest  rates  are  kept  higher  than  they  otherwise 
would  be  because  the  government  competes  with  private 
borrowers  for  money  to  finance  its  deficit.  High  real  inter- 
est rates  have  caused  the  international  value  of  the  dollar 
to  rise  sharply,  and  this  has  made  U.S.  exports  less  com- 
petitive in  world  markets  and  foreign  products  more  at- 
tractive to  American  buyers. 

Fl  or  example,  between  the  third  quarter  of  1980  and 
October  1982,  the  exchange  value  of  the  dollar  rose 
nearly  50%  relative  to  the  German  mark,  when  adjust- 
ment is  made  for  differences  in  the  U.S.  and  German  rates 
of  inflation.  Similarly,  the  real  exchange  value  of  the  dollar 
relative  to  the  Japanese  yen  rose  about  35%  during  this 
period.  It  is  not  surprising  that  the  resulting  increase  in  the 
price  of  American  goods  on  the  world  market  caused  a 
deterioration  in  the  value  of  U.S.  exports. 

A  rise  in  the  international  value  of  the  dollar  is  a  natural 
consequence  of  a  rise  in  the  real  interest  rate.  When  the 
real  interest  rate  in  the  U.S.  increases,  foreigners  want  to 
exchange  their  currencies  for  dollars  in  order  to  invest  in 
the  higher-yielding  dollar  assets.  This  increase  in  the  de- 
mand for  dollars  causes  its  value  to  rise  relative  to  that  of 
other  currencies. 
The  rise  in  the  real  interest  rate  has  been,  in  part,  a 


French  francs  per  dollar  Lira  per  dollar  Swiss  francs  per  dollar 
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deficits,  particularly  in  the  1960s,  threatened  to  deplete  roller  coaster.  For  a  while  the  dollar  was  so  weak  that 
U.S.  gold  reserves,  and  convertibility  was  suspended  in  Americans  could  hardly  afford  to  travel  abroad.  Now  it  is 
1971.  Since  then  the  world's  currencies  have  been  on  a    so  strong  we  cannot  sell  goods  abroad. 


FORBES,  FEBRUARY  28,  1983 


81 


"Firms  that  produce  goods  for  export  will 
find  their  overseas  sales  continue  to  de- 
cline. The  rise  in  the  trade  deficit  is  also 
likely  to  reflect  a  higher  level  of  imports, 
thereby  slowing  the  recovery  among  U.S. 
firms  that  compete  with  imports  from 
abroad.  Such  a  lopsided  recovery  will  be  a 
new  and  painful  experience." 


consequence  of  the  disinflation  process  that  began  in  198 
More  fundamentally,  the  current  high  real  rate  of  intere 
on  long-term  debt  reflects  the  prospects  of  very  larj 
budget  deficits  in  1983  and  later  years. 

The  trade  deficits  are  thus  a  direct  consequence  of  tl 
budget  deficits. 

Forbes:  We  have  been  talking  about  a  $75  billion  me 
chandise  trade  deficit  for  1983,  as  against  $36  billion  f 
last  year  and  $28  billion  for  1 98 1 .  What  do  these  staggerii 
figures  mean? 

Feldstein:  As  long  as  we  have  trade  deficits  of  this  magr 
tude,  the  economic  recovery  expected  for  1983  will  be 
lopsided  one  in  which  the  firms  affected  by  our  intern 
tional  trade  remain  relatively  depressed.  Firms  that  pr 
duce  goods  for  export  will  find  that  their  overseas  sal 
continue  to  decline.  The  rise  in  the  trade  deficit  is  all 
likely  to  reflect  a  higher  level  of  imports,  thereby  slowii 
the  recovery  among  U.S.  firms  that  compete  with  impor 
from  abroad.  Such  a  lopsided  recovery  will  be  a  new  ai 
painful  experience  for  the  U.S.  economy. 

Tlhe  net  interest  and  dividends  that  we  earn  on  o1 
investments  in  the  rest  of  the  world  will  not  be  enouj 
to  pay  for  our  vast  excess  of  imports  over  exports.  We  w: 
therefore  reverse  our  usual  role  as  a  capital  exporter  ai 
will  instead  reduce  our  investments  abroad,  borrow  fro 
other  countries  and  sell  them  investment  assets  in  tl 
U.S.  The  eventual  result  would  be  to  deny  us  the  n 
stream  of  interest  and  dividends  that  we  now  collect  fro 
the  rest  of  the  world. 


Forbes:  It's  already  happening:  1982  was  the  first  ye 
since  1938-41  that  the  stock  of  U.S.  direct  foreign  inves 
ment  declined. 

Feldstein:  As  our  net  investment  income  diminish 
enough,  we  tend  to  run  a  deficit  on  our  capital  account 
well  as  in  trade.  In  other  words,  we'll  be  borrowing  n 


An  age  of  deficits 


D.S.  (deficit  or  surplus  as  percent  of  GDP) 


Canada 


U.K. 


Deficit  spending  is  a  dangerous  habit;  it  seems  to  feed  on  figure  has  doubled,  to  over  3%.  The  problem:  Social  spen 
itself.  A  decade  ago  government  deficits  worldwide  ate  up  ing,  which  helps  keep  politicians  in  office,  must  ultimat 
only  about  1.5%  of  Gross  Domestic  Product;  today  the    ly  be  paid  for;  programs  that  are  desirable  in  themselvi 
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abroad  rather  than  lending  abroad.  This  will  happen  in 
1983  and  probably  in  1984  as  well. 

Forbes:  Overvalued  currencies  tend  to  reduce  national 
output.  This  happened  to  Britain  in  the  decades  before  the 
Great  Depression,  and  it  has  happened  to  such  countries  as 
Argentina  and  Chile  and  Venezuela  in  recent  years. 
Feldstein:  Well,  that  certainly  is  happening  in  the  U.S. 

Forbes:  It's  like  living  off  capital.  What  do  you  do  when 
the  last  share  of  stock  or  the  last  family  antique  is  gone? 
Feldstein:  The  right  way  to  think  about  this  is  that,  if  we 
save  less  as  a  nation  because  we  run  large  budget  deficits, 
we  have  less  capital  both  at  home  and  abroad.  The  fact  that 
there's  an  inflow  from  foreigners  to  help  offset  the  drop  in 
domestic  savings  may  keep  our  investment  rate  slightly 
higher  domestically.  But  it's  their  money,  not  ours.  It  just 
happens  to  be  here,  earning  income. 

Ultimately,  that  process  must  come  to  an  end.  We  can't 
go  on  for  long  importing  more  than  we  export. 

If  a  small  country  can  persuade  foreigners  for  whatever 
reason  that  it  can  continue  servicing  its  foreign  debt,  then 
it  can  keep  borrowing  indefinitely  overseas.  But  that  luxu- 
ry is  not  available  to  a  country  as  big  as  we  are.  We  cannot 
keep  running  deficits  and  expect  the  world  to  carry  us. 

Forbes:  The  U.S.  isn't  the  only  sinner.  We  are  in  a  world- 
wide crisis  of  public  finance.  In  1970  many  governments 
ran  budget  surpluses.  But  today  practically  none  do.  As  a 
percentage  of  GNP,  net  borrowing  by  Western  European 
governments  rose  from  zero  in  1970  to  5%  in  1982.  A  wide 
variety  of  countries — even  Japan — moved  from  conserva- 
tive fiscal  management  to  intractable  fiscal  difficulties  in 
the  1970s.  All  governments  now  seem  to  overestimate 
economic  growth  and  their  revenues  persistently.  What's 
going  on? 

Feldstein:  We're  facing  the  deficit  we  face  now  because 


we're  not  as  rich  today  as  we  thought  we  were  going  to  be. 
In  the  1960s  we  made  a  number  of  programmatic  decisions 
in  this  country.  The  same  happened  with  the  expansion  of 
social  programs  in  Europe  and  Japan  in  the  1960s  and  early 
1970s.  Social  welfare  programs  were  enlarged  on  two  false 
assumptions.  One  assumption  was  that  we  were  going  to 
keep  on  having  the  same  high  rates  of  real  economic 
growth  that  we  enjoyed  in  the  1960s.  The  second  was  that 
these  programs  would  cost  less  than  what  we  actually 
have  paid  for  them.  This  pair  of  false  assumptions  led  to 
the  vast  growth  in  budget  deficits. 

W'  e're  not  getting  as  much  revenue  as  we  anticipated 
because  we  don't  have  the  growth  we  expected.  Pro- 
grams like  Medicare  and  indexed  Social  Security  turned 
out  to  cost  more  than  we  expected  a  decade  or  so  ago.  The 
fundamental  problem  that  many  countries  face  is  what  to 
do  when  they  discover  that  they've  made  these  two  big 
mistakes. 

Forbes:  Is  there  a  way  out? 

Feldstein:  How  reversible  are  those  political  decisions 
made  upon  what  we  now  know  were  false  assumptions? 
Both  here  and  in  Europe  there's  been  some  accommodat- 
ing— a  slowdown  in  the  growth  of  spending  and  an  attempt 
to  cut  back  a  little  bit  on  these  programs.  The  new  Social 
Security  Commission  report  is  a  good  example  of  this  kind 
of  compromise. 

Forbes:  But  the  deficits  keep  growing. 

Feldstein:  We  don't  seem  to  have  the  political  mechanism 

for  turning  that  around  very  much. 

Forbes:  How  do  you  turn  it  around? 
Feldstein:  I  pass  on  that  question. 

Forbes:  The  U.S.  is  beginning  to  expand  budget  deficits  at 
a  time  when  other  major  economies,  like  Britain's,  Ger- 


Sweden  w  Germany  Japan  * 


have  a  way  of  getting  out  of  control,  and  taxes  cannot  keep  vestment  capital.  The  result  is  stagflation  and  a  slowdown 
up  without  choking  the  economy.  So,  governments  bor?  in  economic  growth  everywhere.  Expectations  continue  to 
row  more  heavily,  soaking  up  too  much  prospective  in-    rise  but  the  means  to  satisfy  them  no  longer  exist. 


FORBES,  FEBRUARY  28,  1983 


83 


ow  to  avoid  th 


There  are  more  people  in 
more  places  doing  more  things 
with  Apples  than  with  any 
other  personal  computer  in 
the  world. 

Which  is  saying  a  lot. 

But  we'd  like  to  take  the  time 
to  explain  just  one  of  the  things 
an  Apple"  Personal  Computer 
can  do  for  you,  personally. 

It's  called  personal  word 
processing. 


You  probably  know  "word 
processing"  as  a  secretarial 
function,  a  way  of  efficiently 
churning  out  stacks  of  letter- 
perfect  documents.  But  with 
an  Apple,  it's  a  personal  tool 
that  can  dramatically 
improve  not 
just  the 


quantity,  but  also  the  quality  oi 
own  writing. 

Moving  prose. 

The  Apple's  keyboard  is  sin 
to  a  typewriter's.  So  if  you  hav 
touch-typing  skills,  you  cat 
apply  them.  And  if  you  d 
you'll  find  you  really  doi 
need  them.  Personal  \ 
processing  lets  you  u; 
keyboard  at  your  o> 
speed. 

Before  your  w( 
ever  appear  or 
paper,  you'll  s 
them  on  the 
video  moi 


\nd  when  you  need  to  make  a 

:hange,  there's  no  need  to  cross 

hings  out.  Or  scribble.  Or  scrawl. 

Dr  retype. 

Instead,  a  few  keystrokes  allow 

rou  to  dart  instantly  to  any  part 

)f  the  document,  to  move  words, 

paragraphs  or  entire  pages, 

_ 


Dear  nush-for-Brains. 

lifter  exaning  gour  recent  shipment  to  us  of  288  dozen  defective 
Nehru  jackets.  ' I  would  personal  Is  like  to  string  you  up  by 
your  thuabs. 

The  sa«ple  we  sent  you  to  copy  happened  to  have  a  snail  cigarette 
burn  in  the  right  sleeve  Do  gou  realize,  Nush-for-Brains. 
that  gou  sent  us  over  2,898  jackets  with  that  burn  precisely 
duplicated  on  everg  single  right  sleeve7 

(tad  who  ever  heard  of  Nehru  jackets  with  lapels1 

It'll  be  cold  dag  in  Calcutta,  Nush-for-BrainS/.  before  ye  pag 
gou  one  red  cent 


bur  first  draft.  You  may  decide  "Mush-for-Brains" 
inappropriate  in  a  business  letter.  With  one  simple 
ommand,  you  can  change  every  occurrence  of 
Mush-for-Brains'  to  "Mr.  E(/is." 

casing  and  replacing  them  in  a 
natter  of  seconds. 

And  when  you  feel  the  text  is 
perfect,  your  Apple— teamed 
vith  a  printer— can  put  it  down 
on  paper.  A  lot  faster 
than  any  typist 
could. 

Hay 

tricks  on 

our 
memory. 

Most  business 
Deople  find  there  are  times 
when  it  really  pays  to  remember 
vhat  they've  written. 
Word  for  word. 
The  Apple  can  assist  them  in 
3ne  of  two  ways: 

By  putting  it  on  paper,  which 
:an  be  filed  away. 
Or,  more  conveniently,  by 


storing  your  document  on  a 
"floppy  disk"  to  be  recalled 
later  (it's  smaller  than  a  45  rpm 
record  and  holds  approximately 
48  pages-worth  of  double-spaced 
typing). 

Want  to  update  a  manual? 
Or  send  the  same  basic  letter 
customized  for  several  different 
companies?  Or  insert  new 
names  and  information  in  a 
standard  contract? 

Simply  load  the  document 
from  the  disk  back  into  the 
computer,  make  your  changes 

A 


After  exaning  gour  recent  shipnent  to  us  .of  288  dozen  defective 
Nehru  jackets,  !•  would  personalis  like  to  string  gou  up  bg 
gour  thurts 

The  sanple  we  sent  gou  to  copg  happened  to  have  a"  s«all- cigarette 
burn  in  the  right  sleeve.  Do  gou  realize,  Nr  Ellis,  that  gou 
sent  us  over  2,888  jackets  with  that  burn  precisely  duplicated 
on  everg  single  rigfit  sleeve? 

And  who  ever  heard  of  Nehru  jackets  with  lapels7 

It'll  be  cold  dag  in  Calcutta,  Nr  Ellis,  before  we  pag  gou  one 
red  cent 


w  ^ 


You  did  that  in  an  instant.  And  it's  just  as  easy  to 
delete  words  and  whole  paragraphs.  As  soon  as  you 
give  the  command,  the  words  realign  themselves 
in  perfect  form. 

and  print  out  a  letter-perfect 
copy  every  time. 

There's  even  a  feature  that 
lets  you  change  or  delete  specific 
words  wherever  they  occur. 
So  every  reference  to  "Smith  vs. 
Jones"  can  be  changed  to 
"Mugwump  vs.  Gretzky,"with 
one  simple  command. 


Apple 

-0- 

« 

— 

1 

I 

A  better  choice 
of  words. 

There  are  more  word 
processing  programs  available 
for  Apples  than  for  any  other 
personal  computer. 

Including  our  Apple  Writer 
text-editing  software,  for  both 
the  Apple  II  and  Apple  III. 

We  even  have  a  program  that 
catches  misspelled  words.  And 
another  that  will  keep  the 
names  and  addresses  of  all  your 
customers  at  your  fingertips. 


After  eiamning  gour  recent  shipieot  to  us  of  288  dozen  Netiru 
jackets,  I  regret. to  mfom  gou  that  the  entire  lot  was 


There  were  snail  burn  holes  in  the  right  sleeve  Of  everg  jacket 
In  addition,  we  have  never  seen  Nehru  .jackets  with  lapels  before 
all  ig  best  wishes  to  gour  lovelg  wife  and  children 
Sincerely. 


Brian  O'Neill 

Dice  President  of  Sales 


w  ^ 


Since  revisions  are  so  easy  with  no  retyping  or 
scrawled  corrections,  you  may  decide  to  do  a  still 
more  diplomatic  reunite.  There's  even  a  program 
that  will  catch  the  misspelling  of  "examining." 

Apple  also  offers  a  complete 
line  of  printers,  for  everything 
from  rough  drafts  to  finished 
letter-quality.  Some  can  even 
print  on  your  own  letterhead 
or  forms.  And  it's  all  backed 
by  over  1300  authorized  dealers. 

Free  screen  test. 

Word  processing  is  just  one 
of  the  thousands  of  things  an 
Apple  can  help  you  do,  from 
accounting  to  zoology. 

Not  surprising.  There's  more 
software  available  for  Apples 
than  for  any  other  personal 
computer.  So  visit  your  nearest 
authorized  Apple  dealer.  And 
try  your  hand  at  screenwriting. 

apple 

The  most  personal  computer. 


many's  and  even  Japan's,  arc  getting  their  houses  in  order 
after  starting  with  much  bigger  deficits.  They  are  going  the 
right  way,  we  the  wrong. 

Feldstein:  If  we  allowed  that  to  happen  it  would  be  very 
serious  for  us.  It  would  mean  that  we  would  continue  to 
run  trade  deficits.  We  would  continue  to  have  a  low  rate  of 
investment  in  this  country.  It  would  mean  lower  produc- 
tivity. It  would  be  a  serious  change  in  our  national  econo- 
my. The  Administration's  new  budget  calls  for  a  substan- 
tial reduction  in  deficits  in  future  years.  The  1988  deficit 
at  essentially  full  employment  would  be  2.4%  of  GNP.  But 
if  we  stay  on  the  course  set  in  the  existing  law  we  wjll  be- 
in  terrible  trouble,  with  deficits  rising  to  6%  of  GNP,  or 
$300  billion  dollars,  by  1988. 

Forbes:  How  did  the  Reagan  Administration,  which  swore 
to  eliminate  big  government  and  big  deficits,  manage 
instead  to  produce  such  a  remarkable  turnaround? 
Feldstein:  In  the  short  run 
the  problem  is  the  business 
cycle.  The  Administration 
forecasts  that  the  unem- 
ployment rate  for  fiscal 
1983  will  remain  above 
10%.  If  unemployment 
were  at  '  6.5%  instead, 
which  is  the  noninflation- 
ary  equilibrium  rate,  the 
budget  deficit  would  be 
$105  billion  less  than  the 
$208  billion  now  forecast. 
To  see  the  origin  of  these 
large  deficits,  we  can  com- 
pare the  components  of  the 
1970  and  projected  1988 
current  services  budgets. 
Taxes  decline  very  slightly, 
from  19.9%  of  GNP  in  1970 
to  18.9%  in  1988.  Defense 
remains  the  same,  at  8.1%. 
But  the  nondefense  share 
rises  by  one-fourth  and  in- 
terest payments  more  than 
double  in  proportion  to 
GNP,  reaching  $167  billion 
by  1988.  In  fiscal  1984  in- 
terest payments  of  $105  bil- 
lion will  absorb  one-eighth 
of  the  federal  budget. 


Tourist's  delight,  exporter's  fright 


U.S.  merchandise  trade  balance  (Sbillions 


Forbes:  Why  should  interest  rates  be  so  high?  In  the  past, 
interest  rates  were  determined  by  the  expected  yield  on 
business  investments.  Are  they  being  determined  today  by 
what  governments  must  pay  to  finance  their  deficits? 
Feldstein:  Interest  rates  reflect  the  demand  and  supply  of 
funds.  Prospective  deficits  of  more  than  6%  of  GNP  would 
represent  virtually  all  of  current  net  savings. 

Deficits  at  current  projected  levels  could  reduce  the  rate 
of  net  investment  in  plant  and  equipment  enough  to 
preclude  any  increase  in  capital  per  worker.  If  this  oc- 
curred, the  process  of  increasing  capital  intensity  would 
stop  contributing  to  raising  productivity  and  real  wages. 

Government  borrowing  moves  interest  upward  by 
changing  the  supply-demand  equation.  But  that's  only  part 
of  it.  Take  a  corporate  business  loan  at  15%.  That  means 
8%  after  taxes  and  3%  after  inflation.  So  a  company  that 
can  earn  3%  real  after  taxes  can  borrow  money  at  that 
price.  But  that  analysis  overlooks  the  fact  that  the  firm 
can't  go  on  financing  itself  as  much  as  it  wants  by  debt 


alone.  The  cost  of  equity  capital  is  inherently  highe 
because  there  isn't  the  tax  deductibility  feature.  There' 
no  question  that  government  borrowing  raises  the  hurdl 
rate  of  return  needed  to  make  private  investments  viabl 
and  thus  reduces  the  level  of  business  investment  that  ca: 
•be  financed. 

Forbes:  Henry  Kaufman  of  Salomon  Brothers  has  bee: 
saying  that  the  government  share  of  total  borrowing  o 
U.S.  credit  markets  rose  from  about  6%  in  the  Fifties  an 
Sixties  to  28%  in  1981. 

Feldstein:  You  also  have  to  consider  reinvestment  tha 
doesn't  go  through  the  credit  market  and  is  diminished  b 
the  decline  in  retained  earnings  since  the  1960s.  So  I  thin 
Henry  may  be  understating  tbe  size  of  the  problem. 

Forbes:  Where  did  we  go  so  wrong? 
Feldstein:  Over  the  last  25  years  we  have  pursued  policie 
— amm — ^mmmm ^mgmmi — that  have  led  to  high  infk 

tion  and  low  savings,  pre 
ducing  lower  rates  of  ecc 
nomic  growth  than  w 
would  like  to  have.  Thos 
inflationary  policies  wer 
basically  monetary,  bu 
they  reflected  an  overai 
view  of  our  economy  that 
think  was  wrong.  For  a  Ion 
time  the  prevailing  vie\ 
was  that,  if  we  were  willin 
to  accept  somewhat  highe 
inflation,  we  would  kee 
unemployment  permanem 
ly  lower,  and  that  the  cost 
of  a  higher  rate  of  inflatio 
were  not  all  that  great. 

Virtually  all  economist 
now  see  that  view  to  b 
false,  including  those  wh 
argued  in  the  1960s  an 
1970s  that  higher  inflatio 
rates  were  not  such  a  ba 
thing.  Many  began  to  real 
ize  that  too  little  attentio 
was  paid  to  inflation. 

Forbes:  Considering  a] 
this,  how  can  you  say  tha 
the  U.S.  economy  will  gro\ 
— by  more  than  4%  yearl 
over  the  next  four  years?  That  would  be  approaching  th 
record  average  levels  of  U.S.  economic  growth  between  th 
late  1870s  and  1913,  for  the  1920s  and  for  the  1960s. 
Feldstein:  Real  growth  of  4%  wouldn't  be  at  all  out  of  lin 
with  our  experience  in  recoveries.  The  recovery  that  bega; 
in  1958  produced  4.5%  growth  after  six  years.  The  recover 
that  began  in  1961  reached  5.2%  real  growth.  The  recover 
starting  in  1970  reached  5.8%  in  two  years  and  thenpetere 
out.  The  hard  thing  for  us  is  not  achieving  4%  real  growth 
but  how  to  do  it  without  accelerating  inflation. 

Forbes:  But  where's  the  demand  that  would  spur  sue! 
growth  coming  from?  A  lot  of  people  are  scared  silly.  The 
won't  spend. 

Feldstein:  Our  problem  is  not  demand.  Our  problem  i 
inadequate  saving  and  capital  formation.  If  our  econom 
produces  more,  I'm  sure  we'll  find  ways  of  consuming  it. 
don't  share  the  worries  of  economists  of  a  generation  ag< 
who  felt  we  somehow  satiated  our  consumers.  ■ 


The  U.S.  has  been  buying  billions  of  dollars 
more  in  merchandise  from  foreigners  than  for-  .  . 

•  i  i  t       •        e  i  i  estimate 

eigners  have  been  buying  from  the  U.S.  The 
mounting  federal  deficits  are  partly  to  blame. 
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If  your  health  care  plan 
isn't  generating  income, 
it's  not  healthy. 


Self-insurance  may  be  the 
healthiest  approach  to  funding 
health  and  welfare  plans. 

Properly  set  up,  it  actually 
generates  income  that  can 
lower  the  expense  of  funding. 

It  requires  a  special  trust. 
Astute  short  term  asset  man- 
agement. And  specialists  who 
know  and  understand  the  in- 
tricacies of  self-insurance  plans, 
and  can  prevent  complications. 

The  concept  is  that 
no  funds  should  be  permitted 
sick-leave.  Either  they  pay 
claims.  Or  earn  interest. 

Because  you  are  in  control 
of  funding  the  plan,  you  can  pay 
into  it  based  on  your  cash  flow. 

When  cash  flow  is  healthy, 
you  may  pre-pay  the  trust. 

When  cash  flow  is  strained, 
you  can  recover  by  reducing 
your  contributions  into  the  plan. 

The  funds  you  put  in  your 
plan  are  working  for  you.  So, 
instead  of  a  chronic  outflow  of 
cash,  you  get  something  else. 

A  nice  recovery. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and  Trust  Company  of 
Chicago.  231  South  LaSalle  Street,  Chicago.  Illinois  00693 
Henry  T  Tucker.  Jr..  Self  Insurance  Services  1 312 1 828-13b3 


Atlanta  •  Boston  •Chicago -Cleveland  •  Dallas  -  Denver  •  Detroit  •Houston  •  Los  Angeles  •Minneapolis  ■Nev/^brl    j.  1    lis*  San  Francisco -Seattle  •  While  Plains 


Streetwalker 


The  fancy  way  to 
play  Harvester 

International  Harvester  stock  has 
been  all  over  the  tape  lately,  but  if  you 
happen  to  think  that,  in  one  way  or 
another  the  company  will  pull 
through,  there's  a  better  way  to  play 
it.  You  play  it  with  a  combination  of 
Harvester  bonds  and  warrants. 

Eager  to  clean  up  its  balance  sheet 
and  rebuild  its  equity  account,  Har- 
vester has  been  offering  a  bond  swap 
on  its  85/ss  of  '95,  6 'As  of  '98  and  9s  of 
'04.  These  could  be  swapped  for  new 
bonds  with  warrants.  The  new  bonds 
would  have  a  much  lower  face  value 
(that's  how  Harvester  would  rebuild 
its  equity  base)  but  pay  a  much  higher 
interest  rate.  For  example,  holders  of 
the  9%  bonds  get  $500  in  new  18% 
bonds  for  each  $1000  of  old  bonds. 
Hence,  there  would  be  no  income 
loss.  To  make  up  for  the  sacrifice  of 
face  value,  the  bondholders  got  war- 
rants to  purchase  common  stock.  For 
each  new  $1000  bond,  holders  who 
made  the  exchange  got  160  warrants 
to  buy  160  Harvester  common  shares 
at  $5  a  share.  You  can  exercise  those 
warrants  anytime  between  Dec.  16, 
1983  and  Dec.  15,  1993.  And— here's 
the  wrinkle  the  arbs  like — you  can  use 
the  full  face  value  of  your  new  bonds 
(which  sell  at  a  big  discount  from  par) 
as  payment  for  the  common  if  and 
when  you  decide  to  exercise  them. 

Both  warrants  and  bonds  are  listed 
on  the  NYSE.  Of  course,  you  could 
buy  the  warrants  alone  but  that  would 
be  plain  gambling.  So,  the  right  way  to 
play  the  game  may  be  a  combination 
of  bonds  and  warrants.  If  Harvester 
extends  the  swap  offer  beyond  the 
original  date  of  Feb.  8,  you  can  get  a 
package  at  a  slight  discount  by  buying 
the  older  bonds  and  tendering  them. 

While  you  wait  to  exercise  the 
warrants,  you  collect  something  like 
a  30%  current  yield  on  your  bonds. 
Of  course,  the  company  might  still 
enter  Chapter  11  and  suspend  inter- 
est payments.  In  that  case,  the  war- 
rants might  become  worthless,  but 


your  bonds  would  still  constitute 
claims  against  the  bankrupt  com- 
pany. And  there  are  still  considerable 
assets  in  this  venerable  company. 
Like  Harvester's  24%  market  share 
in  heavy  trucks,  where  it  remains 
the  nation's  leading  producer.  Truck 
tonnage  usually  rebounds  quickly 
when  industrial  production  turns 
up. — John  R.  Dorfman 

Bargains 
at  Woolworth? 

Woolworth's  CEO  died  recently.  Two 
of  its  top  executives  just  jumped  ship. 
The  company  has  liquidated  its 
Woolco  discount  chain — a  corporate 
disaster.  Woolworth  has  also  unload- 
ed its  marginally  profitable  U.K.  divi- 
sion. Things  are  going  badly  in  Cana- 
da and  West  Germany,  too.  Is  there 
any  good  news?  Just  that  Bruce  Mis- 


Woolworth  store  circa  1900 

Now  changed,  but  holding  its  own. 

sett  of  Oppenheimer  &  Co.  thinks  the 
stock  is  one  hell  of  a  buy.  He  reasons 
that  the  bad  news  is  good  news  in 
disguise,  that  Woolworth  will  be  bet- 
ter off  without  Woolco,  whose  inven- 
tories burdened  the  parent  with  high- 
cost  short-term  debt.  Good  riddance 
to  the  British  operation  as  well.  The 
variety  stores  at  home  are  doing  okay, 
Missett  says,  and  the  Kinney  shoe 
store  group  is  doing  much  better  than 
okay.  And  he  points  out  that,  with  all 
its  troubles,  Woolworth  remained  sol- 
idly in  the  black  throughout  the  reces- 
sion. The  bottom  line,  as  he  sees  it,  is 


earnings  of  $4  a  share  this  year,  a  45% 
jump.  Set  against  a  market  price  ol 
around  26,  that  would  put  Woolworth 
at  less  than  7  times  earnings  in  £ 
market  where  the  average  multiple  is 
10.  Missett  thinks  the  stock  has  £ 
good  10  points  in  it.  "An  easy  way  tc 
make  money,"  he  says. — Thomas  Jaffe 

A  baby  Penn  Central? 

Everybody  knows  how  well  Penr 
Central  has  done  since  it  cmergec 
from  the  ruins  of  the  railroad's  bank 
ruptcy.  And  now  we  have  Erie-Lacka 
wanna,  Inc.,  all  that's  left  of  the  once 
famous  railroad  of  that  name  whose 
transportation  assets  have  been  sole 
to  Conrail.  The  old  Erie's  commor 
was  wiped  out,  but  new  shares  an 
being  issued  to  some  bondholders  anc 
unsecured  creditors — eventually 
935,000  shares,  to  be  precise,  tradec 
over  the  counter.  Another  Penn  Cen 
tral  it's  not,  in  part  because  short 
sighted  trustees  sold  the  company's 
roughly  $200  million  in  tax  losses  ir 
1976  for  a  paltry  $5  million.  Lacking 
any  going  businesses  or  tax  credits  tc 
shelter  acquisitions,  Erie  plans  to  liq 
uidate  no  later  than  1987.  What  witr 
cash,  real  estate  and  other  assets 
Erie's  book  value  works -out  to  wel 
over  $80  a  share.  But  the  stock  i: 
selling  for  around  $42.  How  come: 
Because  there's  likely  to  be  a  dispute 
with  Internal  Revenue  Service  ovei 
the  amount  of  taxes  Erie  owes  on  the 
income  it  earned  after  it  sold  its  rai 
lines  to  Conrail.  Erie  says  it  can  take 
deductions  against  the  income.  If  Erie 
wins,  the  liquidation  could  work  oui 
to  be  close  to  twice  the  current  price 
plus  any  income  between  now  anc 
1987.  If  the  IRS  wins,  stockholder; 
probably  will  get  the  current  share 
price.  As  Bruce  Hendry  of  Craig-Hal 
lum  in  Minneapolis  puts  it:  "You'r< 
betting  on  the  scrap  at  the  bottom  o 
the  heap."  Could  be  gold  down  there 
though.— T.J. 

Trading  up 

Wall  Street's  favorite  guessing  game 
is:  What's  General  Electric  planning 
to  do  with  its  multibillion-dollar  cash 
hoard?  The  big  diversified  company 
was  already  cash  rich  but  will  be 
twice  as  rich  from  the  proposed  sale  ol 
its  Utah  International  operation  tc 
Australia's  Broken  Hill  Proprietary 
for  $2.4  billion  in  cash.  GE  stocl 
jumped  from  92  to  over  100  in  less 
than  a  week  after  the  sale  was  an 
nounced.  That's  a  cool  $2  billion  ir 
additional  market  value.  Clearly 
some  of  the  motivation  behind  the 
disposal  was  GE  management's  zea] 
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to  shed  the  company's  highly  di- 
verse image  and  become  known  as  a 
high-tech/financial  and  information 
services  stock.  Meanwhile,  Wall 
Street's  merger  and  acquisition  boys 
are  drooling  at  the  prospect  of  trad- 
ing some  merchandise  for  a  piece  of 
GE's  $5  billion  kitty.  They  would 
do  well  to  remember,  though,  that 
GE's  no  patsy.  At  a  time  when 
many  big  companies  are  unloading 
past  acquisitions  at  big  losses,  GE 
will  earn  a  big  profit  on  its  Utah 
sale. — Howard  Rudnitsky 

Whither  Litton? 

Talk  about  cash  hoards.  Litton  Indus- 
tries is  so  flush  that  it  could  write  a 
check  last  year  for  $240  million  to 
buy  Itek,  the  high-tech  defense  elec- 
tronics company.  Even  after  that,  Lit- 
ton ended  the  year  with  $1.1  billion, 
$27  a  share,  in  cash  or  equivalent,  and 
precious  little  debt.  So,  why  has  Lit- 
ton filed  a  $300  million  shelf  registra- 
tion? What  does  it  need  with  raising 
yet  more  money? 

The  company's  not  saying,  but  the 
betting  is  on  one  of  two  things:  Either 
Litton  Chairman  Fred  O'Green  is 
looking  to  make  a  series  of  Itek-like 
acquisitions  in  order  to  play  a  stronger 


O  'Green  of  Litton  Industries 
What's  all  the  money  for? 

role  in  defense  electronics;  or  he  is 
squirreling  away  money  to  try  to  buy- 
back  Teledyne's  26%  of  Litton's 
shares. 

Either  way,  Greg  Kieselmann  of  Los 
Angeles'  Bateman  Eichler  thinks  the 
stock's  a  strong  buy.  Earnings  will  be 
down  to  around  $6  a  share  in  the  fiscal 
year  ending  this  July;  blame  the  oil 
slump  and  its  effect  on  the  Western 
Geophysical  division.  But  with  the 
stock  at  56  and  earnings  likely  to  re- 
bound to  around  $8  in  fiscal  1984, 
Kieselmann  thinks  Litton  is  cheap  on 
earnings — with  the  added  kicker  of 
that  fat  cash  hoard.— TJ. 


A  subsidiary  of  Ford  Motor  Co.  has  turned 
up  among  the  denizens  of  the  private- 
placement  market. 


Wall  Street,  meet 
Ford  Financial 


By  Alyssa  A.  Lappen 


F|  ord  Motor  Co.,  the  number 
two  automaker,  also  makes  trac- 
tors, steel,  and  even  satellites.  But 
that's  not  all.  From  a  quiet  little  corner 
of  the  Dearborn,  Mich,  headquarters,  a 
subsidiary  of  the  $38  billion  (sales) 
giant  is  invading  the  $22.2  billion  pri- 
vate-placement market. 

In  1981  Ford  Financial  Services 
placed  $30  million  in  six  private  se- 
curities deals  for  Ford  Motor.  No  go- 
betweens.  Last  year  that  jumped  to 
$250  million  in  1 1  deals.  More  impor- 
tant, $150  million  was  for  other  fee- 
paying  customers,  not  Ford.  It  makes 
Ford  the  only  industrial  company  in 
the  pure  private-placement  business. 

This  year  Ford  expects  to  reach 
$350  million.  Smith  Barney  last  year 
was  15th  largest  in  the  field,  with  over 
$400  million  in  private  placements. 
"We  hope  to  give  Smith  Barney  a  run 
for  their  money,"  says  Ralph  Pompea, 
president  of  FFS. 

FFS  grew  out  of  the  Ford  Credit  Co., 
the  automaker's  $18  billion  (assets) 
captive  finance  company.  Since  1966 
Ford  Credit  had  lent  money  to  a  vari- 
ety of  borrowers,  but  only  for  Ford's 
account.  Under  its  president,  Ralph 
Pompea,  though,  some  of  its  financ- 
ings were  fairly  imaginative.  For  ex- 
ample, in  1973  Ford  Credit  devised  a 
security  called  interim  preferred 
stock  for  Guardian  Industries,  which 
needed  $10  million.  Guardian's  com- 
mon was  too  low  to  dilute  further,  so 
Pompea  proposed  a  ten-year  preferred 
stock  with  a  clause  for  mutual  put  or 
call  after  three  years  (either  the  inves- 
tor or  Guardian  could  end  the  deal  at 
will).  It  was  a  big  success.  Guardian 
avoided  both  dilution  and  permanent 
debt  or  preferred  on  the  balance  sheet; 


the  investors  got  a  tax-free  dividend. 

Ford  Credit  ultimately  bought  $220 
million  of  the  new  preferred  for  its 
own  portfolio;  roughly  $3  billion 
worth  was  sold  privately  between 
1973  and  1980.  "It  radically  changed 
the  character  of  the  preferred  mar- 
ket," says  Ralph  Pompea  proudly. 

The  full  transformation  began  in 
1977,  when  Pompea  registered  a  few 
of  his  people  as  brokers  with  the  SEC 
under  the  name  of  Ford  Credit  Equity. 
The  following  year  FCE  placed  $6  mil- 
lion of  $1 1  million  in  equity  in  a  Con- 
rail  leveraged-lease  deal  with  outside 
investors.  In  1979  it  placed  $19  mil- 
lion of  a  $100  million  leveraged  lease 
for  Eastern  Air  Lines. 

The  groundwork  was  laid.  Then 
came  the  auto  industry  crunch.  Par- 
ent Ford  Motor  Co.  lost  nearly  $2  bil- 
lion before  taxes  in  1980  alone;  its  tax 
rate  dropped  from  46%  to  zero.  Ford 
didn't  need  a  tax  shelter  anymore.  "If 
you  are  not  paying  taxes,"  explains 
Pompea,  "it's  not  very  wise  to  contin- 
ue leasing  for  your  own  account,  since 
most  of  the  yield  is  investment  tax 
credits  and  depreciation." 

Pompea  and  Chairman  George 
Brown  III  realized  early  on  that  they 
could  offer  complex,  specialized  prod- 
uct-support financing  because  of  the 
nature  of  Ford  Credit  Co.,  and  Pompea 
was  convinced  that  smaller  compa- 
nies— $150  million  to  $450  million  in 
sales — represented  a  niche  he  could 
pursue.  Now  only  40%  of  FFS  busi- 
ness is  from  Ford.  Pompea  won't  talk 
profits,  but  he  is  probably  taking  in 
about  1%  of  his  placements  in  fees — a 
tidy  little  net  of  $2.5  million  for  Ford 
Motor  Co.  More  important  is  the  fu- 
ture. "I  like  to  think  we  have  instant 
credibility,"  says  Pompea.  Watch 
yourself,  Smith  Barney.  ■ 
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If  an  insurant 

around  in  10  year 
than  an  insurant 


Like  many  businesses,  insurance  com- 
panies are  having  to  adapt  and  innovate  to 
insure  their  own  futures.  But  new  ideas  and 
new  ways  of  doing  things  have  never  been 
new  to  The  Travelers.  Here  are  some  of  the 
things  we're  doing  right  now  to  give  you 
more  than  just  insurance. 

A  complex  problem 
deserves  a  competent  cast 
of  problem  solvers. 
When  the  size  and  complexity  of  your 
account  require  it,  The  Travelers  will  staff  it 
with  a  team  of  experts,  rather  than  just  one 
>erson.  This  mieht  include  bringing  in 


specialists  in  marketing,  underwriting, 
financial  planning,  tax  law,  computer  tech- 
nology, actuarial  science,  and  safety  engi- 
neering (to  uncover  potential  risks  and 


recommend  preventative  measures) . 
One  of  the  biggest  invest  m 
companies  in  the  countr 
is  an  insurance  compan 

The  Travelers  has  an  investment 
sion  exclusively  devoted  to  the  man; 
ment  of  pension  funds  and  other  larj 
company  accounts.  Last  year,  throug 
deposits  and  in- 
vestment growth, 
pension  and  prof- 
it sharing  assets 
underThe  Travelers 
management  in- 
creased 25%  to 
over  $13  billion. 
Over  the  past  five 


years,  assets  grew 
at  an  annual  rate 
of  22%.  A  record 
that  can  be  match-**-; 
ed  by  few  (if  any)  pension  fund  ma 
ment  companies. 

Customized  coverage. 
The  Travelers  has  many  plans 
that  could  be  more  advantageous  for 
you  in  their  entirety.  But  your  situa- 
tion may  not  require  the  customary 
package  of  insurance  products  and 
related  services.  So  The  Travelers 
looks  at  your  individual  needs 
and  recommends  a  program  to  fit 
them.  That  way,  you  only  pay  for 
what  you  need. 


3 

■ 


ompany  plans  to  be 
better  oe  alot  more 
ompany  today 


The  most  well-informed 
computer  organization 


care  costs.  The  Travelers  is  doing  something 
about  it.  Besides  working  at  the  govern- 
in  the  business.  ment  level  to  help  keep  health  care  costs 
The  Travelers  helped  pioneer  comput-     down,  The  Travelers  is  extensively  involved 
ation  in  the  insurance  industry  a  quarter  with  the  private  sector.  We  have  a  program 
century  ago.  Today,  our  computer  net-  to  help  employers  educate  and  encourage 


k  is  hooked  up  with 
asands  of  agents  and  field 
i  people  to  give  them  in- 
taneous  information. 
1  we're  still  making  im- 
:ant  innovations.  For  in- 
ce,  for  large  commercial 
>unts,  The  Travelers  has 
ted  computerized  de- 
)n  models  to  help  an- 
:e  special  customer 
is. 

But  the  most  sophisticated  computer 
*ation  is  only  as  good  as  the  people  who 
it,  and  nobody  has  more  knowledge- 
program  designers  and  operators  than 
The  Travelers. 

For  us,  their  competence 
means  greater  efficiency 


employees  to  adopt  healthier  living 
patterns.  Further,  The  Travelers 
often  provides  health  care  profes- 
sionals to  aid  rehabilitation.  It's  all 
helped  make  The  Travelers  a  leader 
in  health  care  cost  containment. 
But  what  can  we 
actually  do  for  you? 
For  us  to  tell  you  that,  you 
have  to  tell  us  your  problems. 
In  the  commercial  casualty- 
property  area,  contact  Chuck 
Clarke  at  (203)  277-4451. 

For  pension  or  profit  sharing  informa- 
tion, Tom  Keating,  (203)  277-7777. 

For  group  insurance,  Chris  Paul,  (203) 
277-5766. 

We'd  like  to  show  you  what  the  highly 


qualified  and  dedicated  people  at  The 

and  productivity.  For  you,  Travelers  can  do  for  you.  Ask  your  agent, 
it  means  more  for  your  broker  or  financial  consultant  to  call, 

money.  or  finc|  ou^  firsthand  for  yourself. 

Helping  to  friA?       V  a^  you're  getting  from  your  insur- 
keep  your  health  ance  company  is  insurance,  get  in  touch 

care  costs  down.  with  The  Travelers. 


Everybody's  con- 
cerned about  the 
meteoric  rise  in  health 


TheTravelersT 

The  Travelers  Corporation  and  its  Affiliated  Companies,  Hartford,  CT  06115 


Technology 


Some  atomic  nuclei  "flip"  like  spinning 
tops  when  they  are  struck  by  a  certain 
radio  signal.  Such  a  flip  may  tell  doctors 
what's  gone  wrong  with  their  patients. 

A  quantum 
leap? 


By  Robert  Teitelman 

BEFORE  WlLHELM  ROENTGEN 
came  across  X  rays  in  1895, 
doctors  opened  cadavers  to  look 
into  the  human  body.  X  rays  and  later 
procedures,  from  CT  (same  as  CAT) 
scans  to  ultrasound,  helped  turn  diag- 
nosis from  art  to  science.  Now  the 
phenomenon  of  nuclear  magnetic  res- 
onance holds  forth  to  diagnosticians 
the  promise  of  a  look  at  the  human 
body  at  the  molecular  level. 

Medical  science's  enthusiasm  for 
NMR  imaging  has  already  infected 
adventurous  investors.  More  than  a 
year  ago,  the  first  public  offering  of 
Fonar  Corp.,  a  Long  Island  firm  orga- 
nized to  develop  and  market  NMR 
medical  scanners,  attracted  a  lot  of 
attention  (Forbes,  Dec.  21,  I'M  J).  But 
Fonar's  prospects  even  then  seemed 
dim.  Despite  never  having  earned  a 
penny,  tiny  Fonar  was  already  com- 
peting with  the  likes  of  General  Elec- 
tric, the  Technicare  division  of  John- 
son &  Johnson,  Philips  and  Siemens. 
But  investors  quickly  bid  Fonar  shares 
to  $15  from  the  offering  price  of  $5. 

Now  Fonar  sells  at  $11,  although 
the  FDA  could  give  NMR  a  clinical 
go-ahead  within  the  year.  Still,  the 
fundamental  questions  that  dogged 
the  Fonar  offering  still  hold  for  the 
industry  as  a  whole  and  will  do  so  for 
perhaps  five  years.  Has  NMR  been 
oversold?  How  soon  will  it  become 
commercially  viable? 

A  look  at  NMR  suggests  the  an- 
swers. NMR  imaging  derives  from  a 
combination  of  several  other  complex 
technologies.  Its  genesis  lies  in  NMR 
spectroscopy,  a  means  of  analyzing 
complex  molecules  developed  by 
chemists  in  the  years  after  World  War 
II.  T<>  this  has  been  wedded  imaging 
techniques  that  were  developed  for 
CT  scanning. 


Basic  science  explains  NMR.  In 
odd-numbered  atomic  nuclei,  among 
them  the  biologically  significant  ones 
of  hydrogen  1,  phosphorus  31  and  car- 
bon 13,  protons  outnumber  neutrons 
in  the  nucleus.  This  imbalance  im- 
parts a  sort  of  spin  to  the  nuclei  that 
generates  an  infinitesimal  magnetic 
field.  When  a  radiologist  slides  a  body 
(or  tissue  sample)  into  an  NMR,  the 
device's  doughnut-shaped  magnet 
aligns  the  nuclei  in  rows.  A  weak  ra- 
dio signal  directed  perpendicularly 
across  the  magnetic  field  imparts  en- 
ergy to  the  nuclei.  This  upsets  the 
nuclear  balance  and  causes  the  nuclei 
to  reverse  direction,  or  "flip,"  in  sci- 
entific metaphor,  like  little  tops 
brushed  by  a  hand.  When  the  radio 
signal  switches  off,  the  nuclei  flip 
back  to  normal,  releasing  the  energy 
that  they  have  absorbed. 

Both  the  energy  release  and  the 
time  it  takes  for  the  nuclei  to  flip  back 
— the  relaxation  time — are  measur- 
able. From  these  measurements,  a 
computer  can  construct  an  image  on  a 
screen.  Because  specific  atomic  nuclei 
will  flip  only  at  specific  radiomagne- 
tic  frequencies,  or  resonances,  identi- 
cal to  their  own,  an  NMR  scanner  can 
detect  atomic  presences  by  the  fre- 
quency of  the  signal  required  to  cause 
a  flip. 

NMR  is  a  powerful  diagnostic  tool. 
It  potentially  eliminates  X-raying,  CT 
scanning,  cutting,  probing  or  dosing 
with  drugs.  It  can  easily  detect  imbal- 
ances in  the  relaxation  time  of  hydro- 
gen, which  researchers  think  is  a  tell- 
tale sign  of  a  tumor,  and  provide  infor- 
mation on  soft  tissues  such  as  organs, 
blood  vessels  and  other  body  fluids. 
NMR  scans  work  especially  well  on 
the  brain  and  nerve  tissue,  which  are 
difficult  areas  to  reach  with  a  scalpel 
or  a  CT  scanner. 

In  clinical  testing,  so  far,  NMR 


Edited  by  Stephen  Kindel 

seems  to  produce  none  of  the  cellula 
damage  scientists  worry  about  with  ) 
rays.  Just  one  observation  on  the  sig 
nificance  of  that:  "For  the  first  time, 
says  David  Hoult,  a  scientist  at  th 
National  Institutes  of  Health,  "we  ma' 
be  able  to  give  test  after  test,  through 
out  pregnancy,  and  not  have  to  won 
about  cancer  in  ten  years." 

That  just  scratches  the  surface.  Ong 
inally  used  for  chemical  analysis 
NMR's  real  future  may  lie  in  its  useful 
ness  in  revealing  molecular  structur 
at  the  cellular  level.  "By  using  spec 
troscopy, "  says  Dr.  Maury  Blumenf  eld 
manager  of  General  Electnc's  researcl 
in  NMR,  "you  can  see  how  phosphu 
rus,  a  basic  element  in  the  body,  l 
arranged  in  a  molecule.  From  that  yoi 
can  get  a  real  idea  of  the  health  of  th 
metabolic  cycle  in  any  part  of  the  bod> 
To  me,  that's  the  most  exciting  part- 
but  the  most  obscure." 

Exciting  for  knowledge,  yes.  But  fo 
investment?  Millions  of  dollars  stil 
must  go  into  NMR  research  and  de 
velopment.  Several  companies  ma' 
soon  begin  to  flounder.  The  technolc 
gy  of  NMR  is  changing  with  breath 
taking  speed,  creating  great  expense 
uncertainty  and  risk.  "Before  we  ge 
something  tested,"  Blumenf  eld  says 
"it's  already  obsolete." 

One  of  the  big  risks,  and  most  of  th 
corporate  anxiety,  arises  from  th 
heart  of  NMR  imaging:  huge  magnets 
weighing  10  tons  or  more,  which  ere 
ate  the  magnetic  fields  needed  for  pro 
ducing  an  image.  The  stronger  th 
magnetic  field,  researchers  believe 
the  clearer  the  image,  and  the  mor 
NMR  can  detect.  Because  of  the  cos 
of  such  magnets,  however,  NMI 
companies  must  make  tradeoffs  ii 
ease  of  operation,  strength  of  field  am 
image  clarity. 

Moreover,  each  of  the  three  kinds  o 
magnets  used  in  NMR  has  its  owi 
virtues  and  drawbacks.  The  thre 
types  are  permanent  magnets,  over 
weight  versions  of  those  you  buy  u 
toy  stores;  resistive  magnets,  or  elec 
tromagnets,  which  are  energy  glut 
tons;  and  superconductor  magnets,  ii 
which  the  magnet  is  supercooled  h 
liquid  helium,  allowing  electricity  t< 
flow  unimpeded  by  resistance,  cut 
ting  energy  costs.  In  most  cases,  su 
perconductors  are  desirable,  but  the; 
are  also  very  new — fewer  than  20  an 
now  used  for  medical  imaging  pur 
poses — and  very  expensive. 
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High-level  imaging 


Hydrogen  nuclei  have  a  natural  spin.  When  placed  in  a  magnetic  field  and 
bombarded  with  radio  waves  of  a  specific  frequency,  they  absorb  energy 
and  reverse  their  spin.  When  the  radio  wave  is  switched  off,  the  atom  re- 
emits  that  energy,  returning  to  a  relaxed  state.  An  NMR  scanner  measures 
that  energy  and  builds  an  image,  as  of  the  brain  (see  below). 


Radio  absorption  state 


Relaxation  state/radio  waves  switched  off 


Other  hurdles  face  NMR  enthusi- 
asts. Insurance  companies  and  others 
concerned  with  medical  costs  have 
been  urging  local  and  state  health 
agencies  to  resist  the  wholesale  grant- 
ing of  certificates  of  need  for  devices 
like  NMR  scanners  (estimated  cost: 
upwards  of  $1.5  million).  "There's  a 
lot  of  concern  about  hospitals'  tre- 
mendous capital  costs,"  says  Gail 
Warner,  an  American  Hospital  Asso- 
ciation official.  "There  just  isn't 
enough  money  to  do  everything  ev- 
eryone wants  to  do."  At  the  federal 
level,  NMR  is  the  first  imaging  device 
to  have  to  pass  FDA  review.  This  will 
cause  further  delays  and  expenses. 
And  any  FDA  limitations  on  NMR 
scanning  use  may  lead  to  similar  limi- 
tations on  the  kind  of  diagnosis  Medi- 
care will  reimburse.  CT  suffered  from 
just  such  a  problem  in  its  early  years. 
Salaries  of  potential  NMR  techni- 
cians at  hospitals  will  also  come  un- 
der pressure  from  recent  legislation 
limiting  hospital  operating  expenses. 

Uncertainty  over  Medicare  reim- 
bursement persuaded  Thomas  Mader, 
an  SRI  International  analyst,  to  cut  to 
1,000  from  1,800  his  estimate  of  NMR 
units  that  will  be  sold  by  1987.  "No 
matter  how  persuasive  the  new  tech- 
nology is,"  he  says,  "by  1985  we'll  be 
in  a  new  age  of  reimbursement.  Some 
measures  will  be  taken  to  control  the 
pell-mell  race  for  technology." 

Even  its  promoters  concede  that 
NMR  has  limits.  For  example:  Pa- 
tients who  already  have  pacemakers, 
bone  pins  or  other  medical  gadgetry 
attached  often  can't  be  subjected  to  a 
magnetic  field.  And,  if  the  real  future 
of  NMR  lies  in  spectroscopy  rather 
than  scanning,  other  issues  arise:  Ra- 
diologists aren't  chemists,  and  new 
specialists  will  be  needed. 

In  considering  NMR,  remember 
that  the  full  potential  of  X-raying  was 
not  realized  for  years  after  its  discov- 
ery. The  question  about  NMR  is  how 
long  it  will  require  to  reach  its  poten- 
tial. Meanwhile,  investors  should  be 
prepared  to  hurry  up  and  wait. 

"Our  new  astrology" 

In  the  Great  Depression,  Americans 
forgot  their  troubles  and  found 
their  comfort  at  the  movies.  A  batch 
of  movie  magazines  soon  sprang  up  to 
chronicle  movie  idols.  Now  a  new 
star  is  commanding  publishers'  atten- 
tion. It's  not  a  platinum-blonde  sex 
symbol  or  a  Gable  clone.  Hardly.  It's  a 
machine,  the  IBM  Personal  Comput- 
er. At  last  count  there  were  half  a 
dozen  magazines  devoted  solely  to  Big 
Blue's  offering.  Their  combined  circu- 
lation of  350,000  actually  exceeds  by 
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ONE  COMPANY  KEEPS  TURNING  OUT 
A  BRAND  NEW  EYE-f  N-THE-SKY. 

THE  COMPANY  IS  GRUMMAN. 

Specifically  designed  for  airborne  early 
warning,  its  official  name  is  the  E-2C.  But  it's 
familiarly  known  as  the  Hawkeye. 

And  the  name  is  particularly  appropriate. 
Because  the  carrier-based  Hawkeye  is  the  only 
AEW  aircraft  that  can  see  as  clearly  over  water 
as  over  land.  In  fact,  it's  the  only  aircraft  of  its 
kind  in  the  world 

On  the  outside,  the  Hawkeye  hasn't  changed 
at  all  from  one  year  to  the  next.  But  on  the  inside 
it's  another  story.  Because  year  after  year,  we've 
made  the  aircraft  do  more  and  more.  Despite  the 
fact  that  advancing  technology  has  made  elec- 
tronic components  smaller  and  smaller,  the 
Hawkeye  is  still  packed  with  radar  and  computer 
equipment. 

With  its  sensing  abilities  and  highly  devel- 
oped electronic  brain,  the  Hawkeye  can  survey 
238,000  square  miles  of  water  or  land  space,  can 
keep  track  of  over  600  air  targets  at  one  time  and 
never  mix  them  up.  By  looking  beyond  the  horizon 
and  relaying  what  it  sees,  the  Hawkeye  can  alert 
and  manage  the  necessary  forces  to  counter  any 
threat. 

Providing  an  eye-in-the-sky  with  capabilities 
like  these  requires  a  host  of  technologies.  Coming 
soon:  an  aircraft  that  takes  off  and  lands  like  a 
helicopter  and  flies  with  the  speed  of  an  airplane. 
So  whether  it's  keeping  today's  aircraft  preemi- 
nent or  making  tomorrow's  unmatched,  we  have 
the  technology  for  the  job  at  hand. 


THE  TECHNOLOGY  FOR  THE  JOB  AT  HAND 

GRUMMAN 


Technology 


some  100,000  the  number  of  IBM  PCs 
that  have  been  sold. 

"Computers,"  says  Amitai  Etzioni, 
a  George  Washington  University  pro- 
fessor and  futurist,  "are  the  new  'in' 
eult,  with  its  own  expressions  and 


IBM  Personal  Computer,  from  Softalk 
Publishing  Inc.  in  North  Hollywood, 
Calif.;  and  PC  World,  published  by  PC 
World  Communications  in  San  Fran- 
cisco. A  sixth  magazine,  PC  I  ser,  is 
already  being  published  by  EMAP 
Business  &  Computer  Publications  in 
London,  even  though  the  IBM  Person- 
al Computer  has  yet  to  reach  Europe. 

For  readers,  the  magazines  are  live- 
lier and  easier  to  understand  than 
technical  manuals.  The  magazines' 


Executives  reading  IBM  PC  magazines  in  a  New  York  barbershop 
The  1 980s  version  of  the  movie  magazine. 


publications.  It's  our  new  astrology." 
The  IBM  PC  is  inspirational,  says  Mi- 
chael P.  Crosson,  a  vice  president  of 
Constant  Communications  Inc.  in 
Amherst,  N.H.  His  firm  publishes  Ref 
erence,  an  IBM  PC  magazine.  "I  would 
compare  it  with  television  in  the  Fif- 
ties," Crosson  adds. 

But  there's  a  difference.  Television 
inspired  a  torrent  of  words  but  only 
one  big  magazine.  And  it's  not  just  the 
IBM  PC  that  has  fan  mags,  either. 
Tandy  Corp.'s  TRS-80  is  covered  by 
four.  Apple's  systems  are  followed  by 
a  couple.  But  those  magazines  fall 
into  a  different  class.  For  one  thing, 
the  IBM  PC  probably  has  encouraged 
the  development  of  more  hardware 
peripherals  and  software,  or  programs, 
than  users  want  and  need  to  know 
about.  And  the  IBM  PC  has  also  in- 
spired more  publishers. 

Fans  of  the  IBM  PC  may  choose 
from  a  list  that,  besides  Reference,  in- 
cludes PC,  produced  by  Ziff-Davis 
Publishing  Co.  in  New  York;  Personal 
Computer  Age,  published  by  Jack 
Crone  in  Tujunga,  Calif.;  Softalk  for  the 


content,  however,  touches  on  far 
more  than  technical  niceties.  Skim- 
ming PC,  for  example,  a  reader  learns, 
believe  it  or  not,  that  the  giant  Federal 
Reserve  System  has  bought  dozens  of 
IBM  PCs  for  leasing  out  to  smaller 
banks  and  other  financial  institu- 
tions. The  machines  make  it  easier 
and  cheaper  for  smaller  banks  to  com- 
municate with  the  Fed's  wire  room. 
PC  editors  also  deal  out  how-to  advice. 
"How  to  Write  (and  Sell)  a  Computer 
Game"  and  "What  to  Tell  the  Tax- 
man" get  featured  in  the  same  issue. 
But  fun  and  games  are  hardly  ignored. 
PC  is,  after  all,  a  fan  mag.  The  cover 
story  shrieks,  "Games!  Games! 
Games!"  Games,  that  is,  "the  PC 
Loves  to  Play." 

The  object,  of  course,  is  to  create  an 
ambience  "conducive,"  as  advertising 
men  put  it,  to  the  seduction  of  adver- 
tisers' pitches.  IBM  itself  buys  adver- 
tising in  PC,  but  it  doesn't  need  to  buy 
much.  The  entire  magazine,  after  all, 
centers  on  IBM's  product. 

Many  American  readers  own  the 
IBM  PC  and  compatible  products. 


Others  are  shopping.  As  the  mark 
matures,  or  when  it  matures,  the 
may  be  a  shakeout  among  the  mag 
zines.  Etzioni  thinks  only  one  or  tv 
of  them  will  survive.  But  Eilet 
Markowitz,  who  is  a  Ziff-Davis  vii 
president,  naturally  argues  with  thi 
"There  is,  absolutely,  room  for  cor 
petition,"  she  says.  "How  much,  v 
don't  know.  But  the  market  is  b 
enough;  there  are  so  many  differe 
aspects  to  cover.  IBM  compatibles  a 
coming  out,  and  we  think  they  w: 
add  to  our  audience." 

To  survive,  a  magazine  must  find 
niche  and  fill  it.  Each  of  the  mag 
zines  already  on  the  market  claims 
niche  or  at  least  a  unique  perspectiv 
But  John  Craig,  director  of  marketn 
communications  for  Digital  Markc 
ing  Corp.,  a  Walnut  Creek,  Calif,  sol 
ware  firm,  says  that  most  of  the  mag 
zines  make  cases  that  are  "very  wea 
It's  hard  to  really  differentiate  oi 
from  the  other."  Still,  you  can't  igno 
the  fact  that  the  magazines  have  rea 
ers,  and  Craig  has  placed  advertisii 
in  PC  and  Personal  Computer  Age  F 
bought  space  in  PC  because  it  is  "tl 
biggest  and  most  widely  recognized 
and  intends  to  buy  in  PC  World,  to 
"because  we  think  it  will  be  the  bi 
gest  eventually." 

Therein  lies  a  tale.  David  Bunnc 
founded  both  books.  Earlier  he  h; 
created  the  immensely  successful  Pe 
sonal  Computing,  a  general-intere 
computer  fan  magazine  now  owni 
by  Hayden  Publishing.  Bunnell  the 
launched  PC  from  his  California  hon 
in  January  1982;  it  soon  averaged  a  f 
400  pages  an  issue,  much  of  it  adve 
tising.  That  attracted  serious  buyei 
Bunnell's  investors  sold  out  at  the  ei 
of  the  year  to  Ziff-Davis,  whi< 
moved  the  magazine  to  New  Yor 
But  Ziff-Davis  lost  the  magazine 
staff.  They  stuck  with  Bunnell  and  h 
International  Data  Group  in  Fr 
mingham,  Mass.  [PC  World  is  an  affil 
ate).  Now  they  are  publishing  / 
World  to  compete  with  the  magazn 
they  had  first  created.  The  entire  * 
fair  is  headed  for  litigation. 

In  the  meantime,  expect  the  IBi 
PC  to  generate  more  than  litigioi 
excitement  in  the  publishing  indu 
try,  though  not  the  kind  of  excit 
ment  that  magazine  publishers  wi 
welcome  warmly.  The  latest  entry  : 
the  PC  fan  market  is  a  magazine  on 
diskette,  LB.  Magazette.  A  subscrib 
slides  the  diskette  into  a  disk  drv 
and  reads  the  magazine  on  a  screen  i 
from  a  printout.  "Because  all  of  tl 
readers  have  computers,"  Bunne 
says,  "the  medium  can  be  differen 
You  can  distribute  information  on 
diskette  as  well  as  on  paper.  They': 
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going  to  advance  publishing,  getting  it 
away  from  paper."  When  your  readers 
idolize  technology  the  way  they  used 
to  idolize  movie  stars,  that's  not 
surprising. — Ellen  Benoit 

Interconnections 

Where  does  an  800-pound  gorilla 
eat  dinner?"  Robert  S.  Wiggins, 
53,  chairman,  president  and  CEO  of 
Paradyne  Corp.,  often  asks.  Answer: 
"Anywhere  he  wants."  Paradyne,  a 
Largo,  Fla.  firm  with  1982  revenues  of 
over  $200  million,  prospers  from  the 
leavings  of  four  gorillas — IBM, 
AT&T,  the  Codex  division  of  Motor- 
ola and  Racal-Milgo — in  the  data 
communications  market.  Paradyne  is 
the  fastest  growing  of  these  firms  but 
small,  small.  Says  Wiggins  with  wry 
hyperbole:  "Our  revenues  have  just 
reached  the  point  where  they  are  big- 
ger than  the  round-off  error  in  the  IBM 
petty  cash  account.  If  we  work  hard, 
maybe  in  five  years  we  can  get  our 
revenues  to  the  point  where  they  are 
bigger  than  the  round-off  error 
in  IBM's  sales  figures." 

Paradyne's  primary  business 
is  modems,  short  for  modulator- 
demodulator.  A  modem  trans- 
lates a  computer's  digital  infor- 
mation flow  into  a  measurable 
analog  signal  that  will  travel  on 
telephone  lines,  and  then  it  re- 
constructs the  analog  signal  as  a 
digital  signal  that  another  com- 
puter, in  the  next  room  or  a  con- 
tinent away,  can  make  sense  of. 
Without  modems,  existing  dis- 
tributed-data  processing  would 
be  impossible.  With  that  pro- 
cessing, airline  reservation  sys- 
tems, branch-broker  trading  by 
terminal  and  many  other  things 
are  possible. 

There  are  two  types  of  mo- 
dems— asynchronous  and  syn- 
chronous. Asynchronous  trans- 
mission inserts  a  stop-and-start 
character  before  each  bit  of  in- 
formation and  is  usually  found 
in  less  expensive,  less  sophisti- 
cated equipment.  Synchronous 
transmission,  generally  found 
in  more  sophisticated  systems, 
communicates  between  terminal  and 
computer  without  the  extraneous 
characters.  Paradyne  offers  high-speed 
(up  to  16,000  bits  per  second)  synchro- 
nous modems.  With  its  4,800  and 
9,600  bps  modems,  Paradyne  now 
ships  25%  of  the  top  end  of  the  mo- 
dem market. 

But  things  looked  sick  eight  years 
ago,  when  Paradyne  managed  to  lose 
$3.4  million  on  $2.6  million  in  sales. 
The  venture  capitalists  who  were 


pumping  money  into  the  company 
wanted  new  management  before  they 
invested  any  more  money.  Enter  Wig- 
gins, who  had  spent  most  of  his  career 
at  IBM  and  GTE.  His  priority  was 
clear:  "First,"  he  says,  "I  tried  to  fig- 
ure out  a  way  to  keep  the  company 
afloat.  All  the  company  really  needed 
was  some  additional  funding  and  a 
good  technological  base  for  it  to  find 
its  direction." 

Wiggins  found  the  direction  quick- 
ly enough.  By  1976  sales  had  risen  to 
$10.7  million,  and  a  year  later,  to 
$15.4  million.  Once  Paradyne  brought 
out  its  9,600-bps  modem,  sales  took 
off  and  profits  began  to  rise  as  well. 

Not  content  with  a  one-trick  pony, 
Wiggins  and  his  researchers  began  to 
work  on  a  related  device  in  computer 
communications  technology  called 
communications  processors.  Para- 
dyne's are  special-purpose  computers 
that,  metaphorically,  at  least,  fool  a 
host  computer  into  thinking  that  a 
remote  unit  it  is  communicating  with 
is  really  in  the  same  room.  It's  impor- 


Paradyne  <  hairman  Robert  Wiggi 
Training  for  the  gorilla  club. 


tant  to  note  that  IBM's  approach  dif- 
fers from  Paradyne's.  The  IBM  meth- 
od requires  that  the  host  computer 
devote  a  part  of  its  own  computing 
and  memory  to  servicing  the  telecom- 
munications system.  Paradyne's  tech- 
nique relieves  the  host  computer  by 
interposing  a  computer  intermediary, 
and  so  freeing  the  host  for  additional 
computing  tasks.  Paradyne's  ap- 
proach permits  computers  to  transmit 
over  almost  any  kind  of  telecommu- 


nications link — telephone  line,  mi- 
crowave or  satellite — at  a  wide  range 
of  speeds,  and  can  automatically  com- 
press data  for  even  more  rapid 
transmission. 

To  make  the  method  more  versa- 
tile, Paradyne  in  1979  introduced 
PIXNET,  which  allows  a  number  of 
remotely  located  Paradyne  systems  to 
be  connected  in  a  network.  The  sys- 
tems can  route  and  switch  so  that 
remotely  located  terminals  have 
ready  access  to  many  IBM  computers. 
That  also  gives  each  individual  termi- 
nal and  computer  greater  "redundan- 
cy," or  backup,  in  communications.  If 
a  telephone  line  between  two  ma- 
chines begins  to  degrade,  the  system 
can  automatically  switch  to  a  differ- 
ent route. 

In  1979  Paradyne  took  another  leap 
by  having  computer  capability  added 
to  its  product  line.  The  company  in- 
troduced two  versions  of  remote-pro- 
cessing computers  that  are  partially 
compatible  with  IBM  computers  and 
so  are  able  to  connect  with  IBM  host 
computers  in  PIXNET.  Asserts 
George  Pressly,  senior  vice 
president  of  corporate  develop- 
ment and  an  ex-IBMer:  "Our 
computers  are  so  much  like  an 
IBM  that  IBM  users  have  a  very 
short  learning  curve  in  adapting 
our  machines  to  their  needs. 
The  IBM  computer  is  fooled 
into  thinking  it  is  dealing  with 
an  IBM  product." 

Despite  its  shift  toward  com- 
puters, Paradyne's  modems  still 
account  for  more  than  65%  of 
its  revenues.  To  secure  the  mo- 
dem market  the  company  added 
a  16,000-bit-per-second  modem 
to  its  line  aimed  at  the  emerging 
market  for  high-speed  comput- 
ers. That  may  be  good  news  for 
investors.  According  to  Michael 
Levy,  an  electronics  security  an- 
alyst with  Oppenheimer  &.  Co., 
Paradyne's  forecast  for  a  20% 
earnings  growth  on  the  basis  of 
a  30%   revenue  growth  is  a 
"worst  case  scenario."  A  mod- 
est  economic   recovery,  says 
Levy,  should  produce  a  two-year 
compound  growth  rate  of  35%. 
Levy  is  especially  bullish  because  he 
thinks  that  Paradyne's  products  repre- 
sent the  technological  edge  in  tele- 
communications. Because  telecom- 
munications is  now  among  the  fastest 
growing  of  all  industries,  there's  al- 
most nowhere  other  than  up  for  Para- 
dyne to  go. 

Who  knows?  George  Wiggins'  Para- 
dyne may  someday  join  the  gorilla 
club. — Stanley  W.  Angrist 
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Fertilizer  in  the  Sixties.  Then  synthetic  fibers 
in  the  Seventies.  Both  drowned  in  overca- 
pacity. Now  the  same  thing  has  been  hap- 
pening to  petrochemicals. 

The  long 
morning-after 


By  Howard  Rudnitsky 
and  Martin  Love 

Y'  ou  can't  teach  an  elephant  to 
tap  dance.  Take,  for  instance,  oil 
companies  in  the  $75  billion 
petrochemical  industry. 

Over  the  last  decade,  a  hefty  $25 


'Sold  to  Kuwait 


billion-plus  has  been  invested  in  new 
petrochemical  capacity,  two-thirds  by 
oil  companies  trying  to  integrate 
downstream,  one-third  by  big  chemi- 
cal companies  like  Dow,  Union  Car- 
bide and  Monsanto.  The  result:  Petro- 
chemicals have  been  depressed  for  2Vi 
years,  and  the  hangover  is  not  over. 


With  the  industry  operating  at  jus 
over  65%  of  capacity — even  afte 
shutting  down  4%  of  capacity  ove 
the  past  18  months — there  will  hav 
to  be  more  shutdowns  and  writeoffs 

Most  of  this  will  come  from  o 
companies.  But  chemical  compamc 
also  have  had  to  cut  back.  The  petrc 
chemical  industry  "has  gone  throug 
three  phases,"  says  Paul  Oreffici 
Dow  Chemical's  CEO.  "The  first  wa: 
'My  God,  there's  too  much  capacity 
The  second  was,  'I  wish  my  compet 
tor  would  shut  down  a  plant.'  Th 
third  phase  is,  'I  better  shut  down 
plant.'  "  The  industry  is  clearly  i 
phase  three  now. 

Oreffice  himself  has  stopped  tall 
ing  and  started  retrenching.  Dow, 
leading  petrochemical  produce 
pulled  out  of  several  planned  larg 
petrochemical  joint  ventures  lai 
year — including  one  with  Saudi  Ar; 
bia— and  shut  down  some  operation: 
Partly  as  a  result  of  such  measure: 
Dow  is  still  profitable  in  petrochem 
cals.  Not  so  most  of  the  oil  compan 
competition.  Gulf  alone  reporte 
chemical  losses  of  $264  million  la; 
year,  which  included  a  writedown  c 
$100  million  on  the  sale  of  special t 
chemical  facilities.  Arco  lost  $96  mi 
lion  for  the  year  and  Shell  could  repoi 
losses  of  about  $20  million  in  chem 
cals.  Texaco  lost  $23  million  in  la; 
year's  fourth  quarter.  Exxon's  chem 
cal  earnings  in  1982  nose-dived  b 
61%  and  Mobil  was  barely  profitabli 
The  red  ink  may  well  continue  in  th 
first  half  of  1983. 

It  was  only  a  few  years  ago  thi 
many  managements  were  talkin 
about  the  glowing  prospects  in  petrc 
chemicals  in  the  1980s.  The  oil  con 
panies,  especially,  poured  their  pre 
digious  cash  flow  into  petrochemic; 
operations  around  the  world.  Late 
so  did  the  Europeans,  Japanesi 
Canadians  and  several  Third  Worl 
countries. 

Then  those  glowing  growth  ai 
sumptions  proved  wrong.  "Exxon  ha 
Data  Resources  do  a  study  early  las 
year  on  what  went  wrong,"  say 
chemical  analyst  Harry  Flavin  of  Mei 
rill  Lynch.  The  answer:  The  industr 
had  accepted  a  7%  to  8%  annui 
growth  rate  demand  projection  witr 
out  realizing  that  most  of  it  was  base 
on  the  extraordinary  growth  of  petrc 
chemicals  exports  subsidized  by  \o\ 
U.S.  oil  and  gas  prices  and  an  undei 
valued  dollar. 

Both  U.S.  oil  prices  and  the  dolla 
rose,  of  course,  when  President  Re* 
gan  deregulated  domestic  oil  in  198] 
Then  came  the  worldwide  recessior 
Result:  Annual  petrochemical  expoi 
growth  of  25%  in  1979  quickly  turne 


Only  a  finger  in  the  dike 


Though  at  least  5.6  billion  pounds 
of  annual  petrochemical  capacity 
has  been  permanently  closed  and 
another  4.6  billion  mothballed  in 


the  past  18  months,  the  industry  is 
still  awash  in  excess  capacity,  par- 
ticularly in  commodities  like  eth- 
ylene and  propylene. 


Company 


Product 


Capacity 
(in  pounds  per  year) 


Location 


Permanent  capacity  shutdowns 


Cities  Service 


Exxon 


Atlantic 

Richfield 
Firestone 

Stauffer 

Chemical 
Gulf 


Dow 


ethylene  870  million 

propylene  410  million 

low-density  polyethylene  725  million 

ethylene  900  million 

low-density  polyethylene  120  million 

polypropylene  135  million 

low-density  polyethylene  220  million 

ethylene  100  million 

emulsion  styrene-butadiene  380  million 
(to  close  in  1983) 

vinyl  chloride  170  million 

polyvinylchloride  140  million 

ethylene*  660  million 

propylene*  300  million 

styrene'  430  million 

low-density  polyethylene  75  million 


Lake  Charles,  La. 
Lake  Charles,  La. 
Lake  Charles,  La. 
Baton  Rouge,  La. 
Baton  Rouge,  La. 
Baytown,  Tex. 
Port  Arthur,  La. 
Carson,  Calif. 
Lake  Charles,  La. 

Long  Beach,  Calif. 
Long  Beach,  Calif. 
Rotterdam,  Neth. 
Rotterdam,  Neth. 
Rotterdam,  Neth. 
Gulf  Coast;  Canada 


Temporary  capacity  shutdowns 


Du  Pont 
(Conoco) 

Atlantic 
Richfield 


Texaco 

Shell  (May  1981) 
Dow 


ethylene 

ethylene 

propylene 

ethylene 
ethylene 

low-density  polyethylene 


870  million 

1.3  billion 

800  million 

100  million 
1.3  billion 


Chocolate  Bayou, 

Tex. 
Channel  View, 

Tex. 
Channel  View, 

Tex. 

Port  Neches,  Tex. 
Deer  Park,  Tex. 


240  million     Gulf  Coast 
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into  a  negative  growth  rate  last  year. 
Overall  growth  in  the  U.S.  chemical 
industry,  far  from  7%  to  8%,  has  been 
under  2%.  But  capacity  was  increas- 
ing by  over  5%  a  year. 

Those  who  may  come  out  best  are 
those,  like  Dow,  who  combine  strong 
marketing  capabilities  with  capacity 
cutbacks.  "We  have  canceled  1.2  bil- 
lion pounds  of  expansion  in  polyeth- 
ylene that  were  on  the  books  as  firm  a 
year  and  a  half  ago,"  says  Oreffice.  "In 
ethylene  we.  have  shut  down  other 
plants."  Others  are  doing  the  same, 
with  emphasis  on  commodity  petro- 
chemicals. Some  have  withdrawn 
from  entire  markets — like  Cities  Ser- 
vice and  Arco,  which  recently  aban- 
doned the  polyethylene  business. 
Mexico  and  Canada  have  also  de- 
layed, probably  permanently,  major 


plants  have  been  drastically  reduced. 

An  improving  economy  surely  helps 
but  it  won't  be  a  cure-all.  Says  Merrill 
Lynch's  Harry  Flavin,  "Even  when  the 
economy  recovers,  it's  not  going  to 
solve  the  excess  capacity  problem; 
1983  is  still  going  to  be  a  year  of 
shakeout."  Something  similar  hap- 
pened to  the  synthetic  fibers  business 
in  the  late  Seventies,  he  says,  "and  it 
took  five  years  to  shake  out.  The  econ- 
omy recovered,  but  fibers  didn't. 
There  were  just  too  many  strong  play- 
ers. It  takes  time  to  shake  them  out." 

Moreover,  analyst  Flavin,  while  ac- 
knowledging many  companies  have 
made  significant  operating  cost  reduc- 
tions, claims  new  large  plants — espe- 
cially ones  built  by  oil  firms — are  also 
more  capital  intensive.  Figure  in  the 
cost  of  capital  of  plants  that  may  run 


Exxon's  olefins  plant  at  Baytown,  Tex,  completed  in  1979 

Optimism's  high  price:  a  glut  in  "building  block"  petrochemicals. 


projects  that  would  have  come  on 
stream  by  the  mid-1980s.  However, 
Saudi  Arabia  is  going  ahead  with  sev- 
eral big  complexes  scheduled  to  be 
operating  around  mid-decade. 

Many  plants  shut  down  "temporar- 
ily" may  be  mothballcd  for  years. 
Oreffice  says  many  smaller  plants 
have  been  closed  without  any  an- 
nouncements, and  most  will  never  be 
reopened.  As  a  result  he,  for  one,  is 
fairly  optimistic  about  the  future.  In- 
dustry break-even  levels  have  been 
reduced  significantly  since  the  mid- 
1970s,  he  points  out;  at  Dow  it's  down 
to  60%  from  70%.  Also  encouraging 
are  signs  of  life  in  autos  and  housing, 
both  major  petrochemical  markets. 
And   inventories   at  petrochemical 


as  much  as  $500  million,  and  break- 
even may  not  be  all  that  low  for  many 
oil  companies.  "Those  big  ethylene 
cracking  plants  are  also  heavy  feed- 
stock users,"  Flavin  points  out.  "So 
they  aren't  necessarily  more  efficient 
than  older  similar  plants — like  a  natu- 
ral gas  liquids  plant — when  they  are 
operating  at  65%  of  capacity." 

Sums  up  John  Matson,  petrochemi- 
cals consultant  for  Houston-based 
Pace  Co.,  "The  good  news  is  that 
we're  at  the  bottom  now  in  demand 
and  profitability.  The  bad  news  is  that 
the  bottom  will  be  here  for  a  while." 
Maybe  sometimes  you  can  teach  the 
elephant  to  tap  dance.  But  when  it 
falls  on  its  face,  it  can  cause  a  mighty 
commotion.  ■ 


New  extra  fine 
writing  from  Cross. 


NOW  A  DISTINCTIVE 
BUSINESS  GIFT  IS 
EVEN  FINER. 


CROSS" 

SINCE  1846 

With  the  gift  of  Cross,  one  is  always  in  good 
company  This  year,  the  Selectip  Pen, '"  with  your 
corporate  emblem  For  a  business  gift 

catalog,  write  A  T  Cross,  70  Albion  Road, 
Lincoln,  R.I.  02865  on  your  company  letterhead 
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ir  heart 


You  are  looking  at  a  mere  handful  of  examples  from 
a  priceless  treasury  of  art,  spanning  more  than  2,000  years, 
lovingly  collected  and  preserved  for  us  against  the  ravages 
of  time  and  the  pillaging  of  barbarians,  by  history's  oldest 
continuing  collector  of  the  art  of  mankind.  They  are  part 
of  an  unprecedented,  and  stunning,  exhibition  entitled 
"The  Vatican  Collections:  The  Papacy  and  Art"  to  be 
shown  at  The  Metropolitan  Museum  of  Art  from  February 
26th  to  June  12th. 

The  popes  collected  with  an  ecumenical  eye — 
Renaissance  angel  and  Aztec  god,  Leonardos  St.  Jerome 
and  Greek  Apollo.  Their  faith  was  that  the  truly  great  works 
of  art  created  in  any  culture  or  in  any  time  or  place  would, 
in  the  words  of  Pope  John  Paul  II  "uplift  the  human  spirit  to 
the  uncreated  source  of  all  beauty." 

The  works  their  faith  has  left  us  dazzle  the  imagination 
and  lift  the  heart.  They  bring  us  a  new  view  of  art  and  of 
ourselves. 

We  are  proud  to  have  been  given  the  opportunity  to 
sponsor  the  U.S.  tour  of  this  exhibition,  and  we  urge  you  to 
try  to  see  it  at  the  times  and  places  listed  below.  In  our 
business  as  in  yours,  we  need  to  be  reminded  that  we  are, 
every  day,  the  beneficiaries  of  the  work  of  the  human  spirit 
and  therefore  must  be  its  caretakers.  Sponsorship  of  art  that 
reminds  us  of  this  is  not  patronage.  It's  a  human  and 
business  necessity. 

If  your  company  would  like  to  know  more  about 
corporate  sponsorship  of  art,  write  George  Weissman, 
Chairman  of  the  Board,  Philip  Morris  Incorporated, 
120  Park  Avenue,  New  York,  N.  Y  10017. 

The  U.S.  tour  of  The  Vatican  Collections:  The  Papacy  and  Art  is  made  possible 
through  a  grant  to  The  Metropolitan  Museum  of  Art  by  the  national  sponsor: 

Philip  Morris  Incorporated 

It  takes  art  to  make  a  company  great. 

"The  Vatican  Collections:  The  Papacy  and  Art"  appears  at  The  Metropolitan  Museum  of  Art, 
New  York.  February  26-June  12,  1983,  The  Art  Institute  of  Chicago,  Chicago, 
July  2 3 -October  16.  1983:  M  H  de  Young  Memorial  Museum.  The  Fine  Arts  Museums  of  San 
Francisco,  San  Francisco,  November  19, 1983-February  19, 1984. 

flop  left)  APOLLO  BELVEDERE.  Roman  copy.  130140  AD 
Iboltom  left)  BORCHIA  WIT!  1  HEAD  OF  ACHELOUS  TARQUINIA.  Bronze  5th  century  B  C 
(center)  MUSICAL  ANGEL.  Melozzo  da  Forli  .ca  1180  (top  nght)  ST  JEROME.  Leonardo  da  Vina,  ca  1480 
I  bottom  right)  QUETZALCOATL.  Aztec  feathered  serpent,  early  lbth  century 


Philip  Morris  Incorporated  makers  ol  Marlboro,  Benson  &  Hedges  100s.  Merit.  Parliament  Lights.  Virginia  Slims  and  Cambridge; 
Miller  High  Life  Beer.  Lite  Beer  and  Lowenbrau  Special  and  Dark  Special  Beer.  7UP  and  Diet  7UP. 


When  Sears,  Roebuck  and  J.C.  Penney 
changed  strategies,  some  of  their  suppliers 
were  brought  to  their  knees.  Not  J.  Hicks 
Lanier's  Oxford  Industries. 

"Give  Ralph 
Lauren  all  the 
jets  he  wants" 


By  Barbara  Ettorre 


Oxford  Industries  Chairman  J. 
Hicks  Lanier,  42,  was  hardly 
running  scared  back  in  1978. 
But  he  was  worried  over  the  Atlanta 
apparel  maker's  future.  Oxford  was 
smallish,  with  sales  of  only  $233  mil- 
lion, and  55%  of  those  sales  were  to 
Sears  and  J.C.  Penney. 
The  big  chains  were  not 
expanding  commitments 
for  the  plain  year-in,  year- 
out  "commodity"  apparel 
that  Oxford  manufactured 
under  its  own  and  private 
labels.  That  shift  threat- 
ened to  reduce  Oxford  to 
another  down-at-the- 
heels,  cast-off  supplier  to 
the  big  boys. 

Lanier,  an  unpreten- 
tious Harvard  M.B.A. 
from  a  distinguished  old 
Georgia  family  that  in- 
cluded the  poet  Sidney  La- 
nier, resolved  to  lessen 
Oxford's  dependence  on 
Sears  and  Penney.  He  has 
done  it,  too.  "I'd  like  to 
say  it  was  my  vision,"  La- 
nier says.  "But  it  was 
blind  luck." 

Blind  luck?  Not  quite. 
In  part,  it  was  Ralph  Laur- 
en's design  genius,  or  at 
least  his  reputation  for  it. 
The  fashionable  and  fad- 
dish aren't  buying  mere 
clothes.  A  claim  to  superi- 
or taste  or  a  club  member- 
ship, temporary  relief 
from  the  nagging  pains  of 
personal  inadequacy — 
those  things  induce  con- 
sumers to  pay  a  premium 
for  the  sandwich-board- 
man's  privilege  of  promot- 


ing somebody  else's  products  on  their 
own  bodies.  Oxford  signed  a  licensing 
agreement  with  Lauren  to  produce  a 
fashion-label  winner.  Lauren  came 
through  with  the  Oxford-made,  all- 
cotton  boys'  dress  shirt,  called  Polo  by 
Ralph  Lauren.  The  Polo  had  the  prep- 
pie  look,  but  prep-schoolers  weren't 
the  only  ones  who  bought  it.  Their 


Oxford's  J.  Hicks  Lanier  i>i  Merona  whites 
Selling  relief  from  the  pains  of  inadequacy? 


mothers  and  sisters,  wandering  in  t 
boys'  clothing  department,  saw  t 
shirt  and  compared  prices.  Many 
males  can  wear  boys'  sizes;  a  boys' 
just  about  equals  a  misses'  size 
And  the  price  on  the  boys'  size  run 
bit  under  the  near-identical  miss 
Lauren  blouse.  From  $1  million 
boys'  dress  and  sports  shirts  shipp 
during  fiscal  1979,  Oxford's  volui 
in  the  line  rose  $40  million  in  19: 
Fiscal  1983  sales  will  be  up  aga 
though  at  nowhere  near  the  rates 
the  recent  year.  But  Oxford,  Lan 
hopes,  is  preparing  new  winn.ers. 

Not  by  Ralph  Lauren  alone  d( 
fashion  live.  Oxford  has  not  sigr 
licensing  agreements  with  Laui 
only.  It  also  has  recruited  design 
Robert  Stock,  Jeffrey  Banks  and  Jha 
Barnes  for  an  array  of  men's  and  bo 
apparel,  fust  this  month,  Oxford  ms 
a  deal  with  Penney  to  supply  me 
clothes  designed  by  Coty  award  w 
ner  Lee  Wright.  The  Penney  conn 
tion,  of  course,  carries  a  certain  iroi 
Lanier  has  deemed  it  unwise 
cease  Oxford's  bread-and-butter  bu 
ness  with  Sears  and  Penney.  He  me 
ly  wanted  to  become  less  enthrall 
From  fiscal  1979  throu 
fiscal  1982,  the  percent; 
of  Oxford's  sales  to  l 
two  companies  fell  fn 
47%  to  32%.  Total  sa 
rose  from  $267  million 
$436  million.  Earnii 
rose  50%  in  fiscal  19: 
86%  in  fiscal  1982  (to  S 
million)  and  another  31 
in  the  1983  first  half  ei 
ed  Nov.  30.  In  fiscal  15 
Oxford's  return  on  equ 
exceeded  20%. 

"We've  got  several  i 
plosive  situations,"  s« 
Lanier  mildly. 

"Here's  Oxford,  t] 
chopper  for  the  chai 
and  we  have  gotten  leg; 
macy  with  the  best  sto 
in  the  country."  He  gii 
Lauren  credit.  Lanier  ca 
the  5%  royalty  (on  i 
sales)  the  company  p< 
Lauren,  "the  best  mor 
we've  ever  spent.  Gi 
Ralph  all  the  private  ji 
he  wants."  The  fi 
Lauren  license  permitl 
Oxford  to  leapfrog  seve 
tiers  of  retailers  and  bra 
suppliers  to  better  depa 
ment  stores  and  specia 
chains.  And  except 
Lauren,  Oxford  retains  t 
right  to  market  the  outp 
of  all  its  designers,  ev 
under  other  labels. 
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For  example,  Jeffrey  Banks  designs 
some  of  Oxford's  Merona  Sport  line, 
although  his  name  doesn't  appear  on 
the  label.  Merona,  a  trendy  producer 
of  spectator  sportswear,  was  acquired 
by  Oxford  in  1981.  Oxford  paid  less 
than  $10  million  for  Merona,  whose 
sales  ran  about  $8  million  at  the  time. 
This  year,  Lanier  estimates,  Merona's 
sales  will  hit  $50  million.  Except  in 
New  York  and  Los  Angeles,  Merona 
sells  to  only  one  major  department 
store,  and  selected  specialty  stores,  in 


a  market.  At  $30  and  up  for  a  cotton 
rugby  shirt,  price  tags  help  Merona's 
snob  appeal,  too. 

Meanwhile,  Oxford  is  grinding  out 
tonnage  in  its  old  mainstays,  too.  To 
keep  all  the  plants  running  efficient- 
ly, Lanier  has  stuck  with  the  com- 
pany's own  apparel  lines,  such  as  Cos 
Cob  and  Ramar.  Oxford  has  also  in- 
creased its  business  as  a  private-label 
manufacturer  for  such  catalog  oper- 
ations as  L.L.  Bean,  Lands'  End,  The 
Talbots  and  Eddie  Bauer,  and  has  con- 


tinued to  produce  apparel  for  special- 
ty chains  such  as  Casual  Corner,  The 
Limited  and  Foxsmoor  Casuals. 

Diversification  means,  Lanier  says, 
that  "we  do  not  expect  to  be  wild  in 
the  streets  forever.  We  will  never  have 
the  type  of  financial  performance  of  a 
company  in  a  single  product  line." 
Now,  even  Oxford's  designer  busi- 
ness— with  its  high  margins — is  slow- 
ing. When  you  reach  the  top  in  fash- 
ion, there  may  be  only  one  way  to  go. 
Will  Ralph  Lauren  ground  his  jets?  ■ 


The  lucrative  international  telex  market 
was  once  comfortably  shared  by  three  big 
companies.  And  then  came  deregulation. 


Free-for-all 


By  Jean  A.  Briggs 

T|he  U.S.  is  not  the  only  commu- 
nications market  undergoing 
some  healthy  deregulation,  nor 
is  AT&T  the  only  big  company  that 
must  learn  to  compete.  So,  too,  must 
the  three  giants  who  now  dominate 
the  international  telex  business: 
RCA,  ITT  and  MCI's  WUI  (the  old 
international  arm  of  Western  Union). 

World  telex  is  a  smallish  ($600  mil- 
lion) market,  but  it  has  been  growing 
at  a  steady  15%  a  year.  And  it  is  very 
profitable:  FCC  figures  indicate  that 
aftertax  margins  of  the  Big  Three  are 
30%  to  40%.  Now,  because  of  the 
new  hands-off  policies  of  the  FCC, 
international  telex  is  fast  opening  to 
eager  new  competitors. 

One  of  the  biggest:  Western  Union 
itself.  Two  Western  Unions?  Yes.  In 
1943  the  Washington  bureaucracy  re- 
quired Western  Union  to  spin  off  WUI 
and  concentrate  solely  on  domestic 
traffic.  For  the  most  part  overseas- 
bound  telexes  had  to  be  fed  to  one  of 
the  Big  Three.  But  policies  change  and 
now  Western  Union  is  free  to  go 
abroad  once  again.  It  has  been  moving 
with  a  vengeance:  Since  August  it  has 
captured  10%  of  the  market  according 
to  Amy  Ncwmark,  C.J.  Lawrence's 
highly  respected  analyst  of  the  tele- 


communications industry. 

Keep  your  eye  on  another  big  poten- 
tial competitor:  AT&T.  This  is  a  cap- 
ital-intensive business,  and  capital  is 
what  Bell  has  plenty  of.  Again  because 
of  deregulation,  nothing  now  bars 
AT&T  from  entering  the  world  telex 
market. 

No  one  expects  AT&T  to  begin  in- 
stalling standard  telex  machines.  But 
it  will  no  doubt  transmit  data  that  in 
an  earlier  day  would  have  gone  by 
telex.  Bell's  domestic  nemesis,  MCI, 
meanwhile,  seems  determined  to  be  a 
thorn  in  Ma  Bell's  side  overseas,  too; 
MCI  is  pursuing  voice  communica- 
tions vigorously.  And  both  ITT  and 
Western  Union  have  discount  tele- 
phone operations  that  could  conceiv- 
ably go  international.  Hardly  surpris- 
ing: "Imagine  letting  an  opportunity 
like  that  slip  by,"  says  Kenneth  Bo- 
somworth,  president  of  International 
Resource  Development,  a  market  re- 
search firm. 

But  markets  don't  always  do  what 
you  want,  and  technological  advance 
can  render  obsolete  the  best-laid 
plans.  Example:  Anyone  with  a  per- 
sonal computer  and  a  fairly  inexpen- 
sive device  called  an  "acoustic  cou- 
pler" will  soon  be  able  to  send  mes- 
sages right  from  his  desk  all  over  the 
world.  Western  Union  already  allows 


personal  computer  users  simply  to 
telephone  into  its  network  to  send  or 
receive  messages.  Ultimately,  says 
Bosomworth,  you  will  not  necessarily 
need  Western  Union's  network — you 
will  be  able  to  call  other  personal 
computers  directly.  That's  of  course 
why  AT&T's  tie  into  overseas  tele- 
phone systems  is  so  important. 

That's  also  why  some  other  compa- 
nies eyeing  the  international  telex 
business  are  not  giants  at  all,  but 
small  outfits  who  want  to  do  overseas 
what  MCI  did  in  the  U.S. — pick  up 
niches  of  the  Big  Three's  business. 
These  firms  can  offer  discounts  of 
20%  to  50%  to  deliver  messages 
around  the  world  by  using  a  computer 
that  takes  in  messages,  stores  them 
while  waiting  for  the  necessary  lines, 
and  then  forwards  them  in  bursts  over 
telephone  lines  at  off-peak  hours  to 
Great  Britain  (whose  telex  rates  are 
exceptionally  low),  and  then  on  to  the 
final  destination. 

One  of  the  largest  of  these  aggres- 
sive discounters  is  $10  million  (sales) 
Consortium  Communications  Inter- 
national, headed  for  a  brief  time  by 
Maurice  Valente,  a  former  ITT  execu- 
tive who  was  for  a  short  time  presi- 
dent of  RCA.  One  of  the  newest:  Los 
Angeles-based  Telecommunications 
International,  started  last  August  by 
an  Israeli  and  an  Iranian,  who  are  both 
in  their  early  twenties. 

How  will  all  this  shake  out?  With  a 
10%  market  share  in  six  months, 
Western  Union  is  clearly  off  to  a  good 
start,  and  Thomas  Mathai,  the  India- 
born  head  of  the  division,  says  he  ex- 
pects that  to  increase  substantially 
this  year. 

No  one  is  counting  AT&T  out, 
however,  and  some  analysts,  includ- 
ing Bosomworth,  wouldn't  be  sur- 
prised to  see  companies  such  as  Gen- 
eral Electric  move  in.  Meanwhile,  the 
discounters  will  keep  scrambling  to 
get  big  enough  fast  enough  not  to  be 
squashed  when  price  wars  begin  in 
earnest.  As  in  the  U.S.,  the  only  sure 
winners  in  the  new  deregulated  telex 
market  will  be  the  customers.  ■ 
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As  I  See  It 


Why  is  the  cost  of  health  care  increasing 
three  times  as  fast  as  inflation  in  general? 
Because  there  s  no  incentive  for  it  not  to. 

Why  medical 

costs  are 
out  of  control 

An  interview  with  Michael  Bromberg 


By  James  Cook 

OUTSIDE  OF  GOVERNMENT  itself, 
America's  largest  public  in- 
dustry these  days  is  health 
care.  In  1982,  it  generated  10.5%  of 
the  U.S.'  $3.1  trillion  gross  national 
product,  and  it  is  growing  faster  than 
virtually  anything  else  save  electron- 
ics and  communications.  But  this  is 
the  kind  of  growth  our  economy  could 
do  without.  With  the  Consumer  Price 
Index  up  only  3.9%  last  year,  health 
costs  rose  an  alarming  11%. 

If  the  nearly  30  million  Americans 
who  aren't  covered  by  cither  private 
or  government  insurance  aren't  wor- 
ried, they  probably  ought  to  be,  and  so 
should  those  who  are  covered,  be- 
cause, in  the  end,  health  insurance 
costs  get  passed  on  to  the  public  in  the 
form  of  higher  prices  for  everything. 

Is  the  situation  hopeless?  Forbes 
put  that  question  to  the  knowledge- 
able Michael  Bromberg,  executive  di- 
rector of  the  Federation  of  American 
Hospitals,  who  says  the  heart  of  the 
problem  is  the  physician.  The  FAH 
represents  the  1,040  for-profit  hospi- 
tals in  the  U.S. — and  the  one  part  of 
the  medical  industry  that's  produced 
demonstrable  productivity  gains. 
Bromberg.  I  think  the  major  problem  is 
the  way  hospitals  pay,  and  I  don't 
think  it  really  matters  whether 
they're  for-profit  or  nonprofit.  The  re- 
imbursement system  gives  all  the 
wrong  incentives.  It  says  we're  going 
to  give  you  your  costs  whatever  they 
are.  Blue  Cross,  Medicare,  Medicaid — 
the  more  you  spend,  the  more  you  get; 
the  less  you  spend,  the  less  you  get; 
therefore,  you  might  as  well  spend.  If 
you  have  a  200-bed  hospital  and  50  of 
your  beds  are  always  empty,  why 


bother  firing  the  three  employees 
you've  got  behind  each  of  those  empty 
beds.  Their  salaries  are  going  to  be 
reimbursed  anyway.  It's  like  15  years 
ago,  when  the  Pentagon  used  to  reim- 
burse all  its  contractors  at  cost  plus. 

There's  also  a  demand-side  ques- 
tion of  no  restraint  on  the  part  of 
anyone.  The  tax  law  says  health  in- 
surance is  free — it's  not  income  to  the 
employee,  and  business  can  write  it 
off — so  you  might  as  well  get  a  lot  of 
first-dollar  coverage  and  no  copay- 
mcnt.  There  are  no  normal  market- 
place restraints  on  anyone.  None  on 
the  doctor  or  the  hospital,  and  none 
on  the  patients,  because  they're  not 
even  paying  part  of  the  bill. 

How  important  has  unionization  been 
in  the  increase  in  health  care  costs? 
Bromberg  It's  been  a  major  factor  in 
places  like  New  York,  but  nationwide 
not  as  important  as  we  thought  it  was 
going  to  be.  The  shortage  of  nurses 
has  been  much  more  important  in 
raising  our  costs.  Over  the  last  two 
years  we've  had  a  nurse  shortage,  and 
this  has  led  to  a  price  war  as  the  easy 
answer  to  how  to  get  all  these  nurses 
who  aren't  working  back  in  the  work 
place.  This  cost  reimbursement  sys- 
tem fuels  that  price  war  because, 
again,  why  not?  So,  in  the  last  couple 
years,  nurses'  wages  went  up — and  1 
may  be  off  a  point  or  two — at  an  annu- 
al rate  of  something  around  15%,  vs. 
13%  or  14%  for  all  hospital  workers. 
It  has  a  ripple  effect.  You  give  nurses 
16%,  and  you've  got  to  give  orderlies 
14%.  Payroll  is  half  a  hospital's  oper- 
ating costs,  and  with  fringe  benefits, 
you're  up  to  about  60%. 

So  there's  not  much  hope  of  getting 


costs  under  control  unless  you  chan 
the  whole  way  in  which  Medicaid,  Me, 
care  and  Blue  dross  function 
Bromberg;  I  think  you  can  make  sor 
gains  in  productivity.  I  once  looked 
6,000  hospitals  in  the  country,  a 
basically  the  spread  of  workers  to  { 
ticnts  in  hospitals  goes  from  abc 
2'/2-to-l  to  5'/2-to-l,  which  is  a  t: 
mendous  range.  The  public  hospiti 
are  at  the  top  end,  and  the  for-pro 
hospitals  at  the  bottom.  The  invest! 
run  hospitals  have  a  staffing  patte 
nearly  a  full  point  below  all  otr 
hospitals.  So  you  can  have  product 
lty.  But  once  you  get  it,  it's  over,  tha 
it.  If  you're  going  to  have  long-lastir 
long-term  cost  savings  in  health  ca 
you've  got  to  change  the  system,  h 
you  won't  do  that  until  you  get  to  t 
medical  side.  Physician-ordered  te: 
are  two-thirds  of  the  hospital  hi 
When  a  patient  gets  a  hospital  bill 
this  country,  between  one-third  a 
40%  is  room  and  board.  The  rest,  1 
tween  60%  and  70%  of  that  bill, 
physician-ordered  tests:  X  rays,  lab. 

Is  tins  designed  to  protet  i  thephysu  i 
from  malpractice  suits* 
Bromberg  It  may  be  quality  of  ca 
who  am  I  to  judge?  Though  labor 
50%  of  the  cost,  more  than  60%  of  t 
cost,  including  labor,  is  attached 
ancillary  services— not  room  a 
board,  but  labs  and  X  rays  and  equ; 
ment  and  capital  expenditures.  A 
that's  ordered  by  a  doctor.  Not  tr 
the  hospitals  don't  encourage  it,  h 
ultimately  the  authority — legal  a 
moral  and  social,  to  say  yes  or  no,  t 
patient  needs  five  X  rays  as  opposed 
six— belongs  exclusively  to  the  phy 
cian.  And  the  only  way  to  conta 
costs  in  the  long-run  is  to  get  to  t 
person  who  makes  the  whole  systt 
work,  which  is  the  physician. 

And  once  again  there's  no  incenti 
in  the  system  for  a  physician  to  thi; 
twice.  When  in  doubt,  order.  If  I'm  t 
patient,  I  may  want  that,  I  don't  wa 
some  economic  barrier.  But  if  } 
want  at  least  to  put  in  an  incentive 
make  the  doctor  and  the  patient  thu 
twice,  we're  going  to  have  to  chan 
the  system.  I  have  never  yet  met 
doctor  who  wouldn't  tell  me  private 
that;  had  he  known  that  the  patie 
was  paying  some  significant  part 
the  bill,  he  would  have  thought  twi 
about  some  of  the  tests  that  he  orde 
Many  times  doctors  put  patients  in 
the  hospital  overnight  because  th 
know  insurance  pays  for  it,  whereas 
would  not  if  they  did  the  same  thi 
in  their  office.  So  why  not?  It's  , 
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free — only  it's  not  free;  you  and  I  are 
paying  for  it.  If  the  patient  were  pay- 
ing some  small  part  of  his  bill  I  think 
doctors  would  act  differently. 

And  I  suppose  part  of  the  problem  is 
that  tlx'  price  level  is  largely  set  by  the  cost 
of  the  difficult  treatment.  The  simple  high- 
i  o/ume  ailments  are  used  to  subsidize  tl  >e 
low-rolume  complicated  ones  It's  like 
asking  a  Chevette  buyer  to  pay  more  so 
that  Cadillacs  will  be  cheaper. 
Bromberg:  It's  a  group-spreading-the- 
risk  type  of  thing.  If  a  burn  patient — 
probably  the  -  most  expensive  there 
is — had  to  pay  strictly  out  of  pocket 
for  that  and  not  spread  it  over  all  the 
easy  cases  in  the  hospital,  the  whole 
theory  of  insurance  would  go  out  the 
window.  For  example,  it  generally 
costs  two  to  three  times  as  much  per 
stay  to  take  care  of  a  patient  over  65  as 
it  does  someone  under  65.  And  yet 
Medicare  doesn't  pay  very  well.  As  a 


NMR  machines  (see  story,  p.  92),  neo- 
natal intensive-care  units  where 
nurses  have  to  be  used  on  a  1-to-l 
ratio  to  patients.  That's  where  the  real 
costs  are.  So  even  if  we  can  hold  down 
the  number  of  employees  per  patient 
to  3-toT,  say,  the  important  thing 
would  be  what  kind  of  workers. 

Fven  so,  the  investor-owned  hospitals 
have  achieved  at  least  some  productivity 
improvements. 

Bromberg:  The  profit  motive  gives  you 
incentive  to  at  least  try.  One  of  the 
questions  the  for-profit  hospitals 
asked  successfully  about  12  years  ago 
is:  Wouldn't  there  be  tremendous  pro- 
ductivity gains  and  profit  potential  if 
we  organized  the  hospitals  into 
chains,  multifacility  systems?  If  we 
put  5  or  10  or  50  or  100  hospitals 
together,  couldn't  we  share  a  lot  of 
these  high-cost  items?  Couldn't  we 
share  a  computer  in  the  admissions 


FAlFs  Michael  Bromberg 

"The  more  you  spend,  the  more  you  get,  so  you  might  as  well  spend." 


result,  for  a  40-year-old  surgery  pa- 
tient who  is  in  and  out  of  the  hospital 
in  four  days,  about  25%  of  his  bill 
really  is  nothing  more  than  a  subsidy 
for  the  70-year-old  patient. 

Is  the  hospital  system  underutilized?  Is 
that  part  of  the  problem? 
Bromberg:  We  exaggerate  this  empty 
bed  problem.  What  costs  money  in 
the  hospital  is  people  and  equipment. 
And  if  you  have  50  empty  beds  in  a 
hospital  and  you  don't  staff  them, 
they're  not  going  to  cost  people  much. 
More  and  more,  the  high-cost  workers 
in  a  hospital  are  the  people  who  work 
in  the  ancillary  departments — people 
who  run  CAT  scanners  and  coming 


department  and  so  cut  the  number  of 
people  working  there?  Maybe  we 
could  share  accountants,  save  money 
there.  Do  the  same  thing  with  law- 
yers, with  malpractice  insurance. 
Maybe  even  form  a  captive  insurance 
company.  You  go  to  General  Electric 
and  say,  "Instead  of  buying  a  $1  mil- 
lion scanner,  we're  going  to  buy  10  or 
20  scanners  but  only  at  a  huge  dis- 
count." There's  a  lot  of  money  that 
can  be  saved. 

But  the  biggest  problem  for  hospi- 
tals in  the  next  decade  is  access  to 
capital;  40%  of  the  hospitals  in  this 
country  were  built  in  the  1950s  or 
early  1960s.  That  means  that  in  this 
decade  they're  all  going  to  reach  25  to 


30  years  of  age,  which  means  it's  time 
for  a  total  renovation.  Well,  the  cap- 
ital needs  are  going  to  be  astronomi- 
cal. Investor-owned  hospitals  opened 
a  whole  avenue  of  public  finance — 
going  to  the  stock  market,  equity  cap- 
ital— and  a  whole  new  source  of  cap- 
ital that  did  not  exist  12  years  ago. 

For  all  those  economies  of  scale,  for- 
profit  operation  hasn't  produced  lower 
prices,  only  more  profitable  operations. 
Bromberg:  I  think  so.  Even  though  we 
pay  taxes,  we  remain  competitive  in 
our  prices.  If  we  were  absolutely  equal, 
we'd  be  more  expensive  because  we 
pay  taxes.  So  I  would  say  we're  com- 
petitive. I  don't  make  the  claim  that 
our  prices  are  lower.  However,  I  think 
we've  upgraded  quality  and  kept  our 
prices  competitive  and  costs  down. 
The  charge  used  to  be  made  10,  15 
years  ago  that  we  weren't  a  full-service 
hospital,  we  just  did  easy  cases.  You 
look  at  all  the  capital  we've  pumped 
into  these  hospitals,  and  now  the 
charge  is  we're  doing  too  much. 

J  low  do  you  measure  productivity  in 
this  business  anyway? 
Bromberg:  It's  hard  because  you  can't 
define  quality  the  way  you  can  in  oth- 
ers. The  product  changes  every  year. 
Ten  years  ago,  you  know,  maybe  10% 
of  the  hospitals  in  America  had  inten- 
sive-care units.  Today,  80%  have 
them.  Coronary-care  units — same 
thing.  So  you  have  to  adjust  for  qual- 
ity, and  nobody  knows  how  to  do  that. 
What  it  comes  down  to  in  a  service 
industry  is  what  the  consumer  likes. 

But  to  an  extettt,  aren't  a  lot  of  health 
care  expenditures  a  waste  of  economic 
resources?  The  quality  of  health  care  per 
se  is  not  the  driving  force  in  lengthening 
the  life  span  of  the  American  people. 
That  's  come  about  through  hygiene  and  a 
reduction  in  infant  mortality 
Bromberg  I  wouldn't  discount  it  total- 
ly. Medical  technology  has  played  a 
role.  The  number  of  people  who  are 
living  longer  after  their  first  and  sec- 
ond heart  attacks — some  of  that  has 
to  be  attributed  to  the  coronary  care 
units  and  equipment,  better  diagnos- 
tic equipment  and  a  lot  of  services 
that  are  done  in  a  hospital.  And  you 
can't  discount  its  impact  on  the  qual- 
ity of  life,  how  much  you're  able  to 
do,  whether  you  live  as  a  vegetable, 
how  much  pain  is  involved.  What  is  it 
worth  to  a  patient  to  be  able  to  go 
through  a  ten-second  scan  at  no  pain 
on  a  million-dollar  machine  rather 
than  have  five  very,  very  painful  tests 
that  may  be  a  lot  cheaper  and  aren't 
going  to  be  as  conclusive.  You  know 
that's  worth  something,  too.  ■ 
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In  a  bitter  dispute  three  years  ago,  Jacob 
Rothschild  broke  with  his  family's  famous 
London  bank.  Now  he  is  building  a  finan- 
cial empire  on  his  own. 

The  Rothschild 
who  went  out 
into  the  cold 


By  Lawrence  Minard 

Britain  now  boasts  not  one, 
but  two  Houses  of  Rothschild. 
One  is  173-year-old  N.M.  Roth- 
schild &  Sons  Ltd.,  the  family  bank 
situated  since  1810  at  New  Court,  in 
the  City  of  London's  narrow  St. 
Swithin's  Lane.  Today  it  is  run  by 
Evelyn  de  Rothschild,  52,  a  hand- 
some, genial  man  who  collects  art  and 
plays  polo. 

The  other  House  of  Rothschild  is 
less  encrusted  with  charm  and  tradi- 
tion but  is  considerably  more  on  the 
move.  It's  called  RIT  &  Northern, 
founded  and  run  by  Evelyn's  cousin, 
Nathaniel  Charles  Jacob  Rothschild, 
47.  Jacob  seems  less  interested  in 
pedigrees  and  noblesse  oblige  than  in 
money.  He  also  seems  to  have  some  of 
the  energy  and  vision  of  his  great- 
great-great  grandfather,  Nathan 
Mayer  Rothschild,  who  founded  the 
family's  British  enterprises  in  1798. 

Twelve  years  ago,  before  a  bitter 
feud  with  Evelyn  forced  Jacob  and  his 
trust  out  of  N.M.  Rothschild,  RITN 
was  known  as  the  Rothschild  Invest- 
ment Trust.  In  those  days  it  had  net 
assets  of  only  $  1 0  million  and  was  run 
as  a  sideline  from  St.  Swithin's  Lane. 
Today  RITN's  net  assets  exceed  $300 
million,  and  it  regularly  shows  up 
among  the  U.K.'s  top-performing  in- 
vestment trusts. 

Rothschild  enterprises  are  noimally 
family  affairs.  Not  RITN.  Insiders 
own  a  small  fraction  of  its  93  million 
shares  outstanding.  The  rest  trade  on 
the  London  Stock  Exchange  at  a  tanta- 
lizing 20%  discount  from  net  asset 
value,  yielding  around  6% . 

Like  the  Rothschilds  of  old,  Jacob 
has  a  vision.  He  wants  to  build  one  of 
the  world's  great  financial  services 
empires.  Right  now  RITN  is  far  from 
that.  Even  Jacob  concedes  it  is  a  jig- 


saw puzzle  half  put  together,  with 
pieces  in  London,  Switzerland  and 
New  York,  perhaps  soon  in  the  Far 
East.  But  the  goal  is  clear.  "Everything 
from  investment  banking  to  com- 
modity trading  has  become  integrat- 
ed, international  and  capital  inten- 
sive," says  RITN's  Chief  Executive 
Francois  Mayer,  the  42-year-old  Swiss 
financier  who  worked  for  Banque 
Rothschild  in  Paris  before  joining  Ja- 
cob in  London.  Jacob's  dream  is  for 
RITN  to  swim  in  that  new  sea  and 
compete  with  the  giants. 

As  it  now  stands,  RITN  is  two 
houses  under  one  roof.  On  the  one 
hand,  it  is  a  conventional  investment 
trust,  the  British  equivalent  of  the 
U.S.  closed-end  fund,  with  a  $230  mil- 
lion portfolio  anchored  to  solid  hold- 
ings like  Shell  Transport,  Marks  & 
Spencer,  General  Electric  and  other 
world-class  blue  chips.  That  works 
out  to  around  $2.50  a  share,  vs.  a 
recent  market  price  of  $2.80. 

What  you  get  for  the  other  30  cents 
is  the  other  RITN,  financial  services. 
Rothschild  and  Mayer  have  expanded 
into  leasing  and  factoring.  With  Saul 
Steinberg's  Reliance  Group,  RITN 
owns  Target  Holdings  Ltd.,  a  growing 
U.K.  life  insurance  and  mutual  fund 
management  operation.  Last  summer 
RITN  took  advantage  of  a  new  Lon- 
don Stock  Exchange  ruling  that  al- 
lows non-Exchange  members  to  hold 
up  to  30%  of  LSE  member  firms  and 
bought  29%  of  Kitcat  &  Aitken,  a 
small,  cash-rich  stockbroker.  At  the 
same  time  it  moved  into  the  U.S.  with 
a  25%  interest  in  L.F.  Rothschild  Un- 
terberg  Towbin.  (Louis  F.  Rothschild 
was  a  turn-of-the  century  bond  trader 
and  no  relation  to  the  European 
Rothschilds.)  RITN  also  acquired 
20%  of  New  York-based  Bowmar  Re- 
sources Inc.,  a  small,  newly  founded 
firm  that  put  it  into  international 


commodity  trading. 

Jacob  Rothschild  does  not  put  it  s 
bluntly,  but  RITN  in  fact  is  a  form  < 
sweet  revenge  on  cousin  Evelyn.  J, 
cob  had  joined  N.M.  Rothschild  i 
Sons  just  out  of  Oxford  in  1959.  By  tf 
late  1960s  he  was  running  it.  Evely 
allowed  him  to  push  the  Rothschik 
into  the  then-infant  Euromarket  ar 
into  mergers  and  acquisitions.  Bi 
then  Jacob  insisted  on  opening  l 
N.M.  Rothschild  to  outsider  capita 
Family-owned  banks,  with  the 
limited  capital,  would  not  be  able  I 
compete  in  the  coming  internation 
arena  against  Wall  Street  giants  ar 
big  commercial  banks,  Jacob  insiste 
Evelyn,  who  controls  the  bank,  w; 
adamant:  The  Rothschild  bank  wou 
always  be  in  the  Rothschild  family. 

In  May  1980,  in  a  highly  publicize 
row,  Jacob  left  and  took  Mayer  ar 
the  trust  with  him.  On  Evelyn's  d 
mand,  he  took  the  Rothschild  nan 
out  of  the  corporate  name,  changing 
to  RIT.  It  later  became  RIT  &  Nortl 
em  when  it  merged  with  another  larj 
investment  trust,  Great  Northen 
last  year. 

Jacob  and  Francois  Mayer  had  bet 
preparing  for  what  Jacob  calls  "tl 
separation"  throughout  the  mid-  ar 
late  1970s.  They  traded  big  stakes  i 
sleepy  companies.  They  cleaned  i 
on  RIT's  large  stake  in  Sotheby 
when  the  auction  house  went  publ 
in  1977.  They  used  debt  and  ne 
RITN  shares  to  take  over  a  string  i 
smaller  investment  trusts.  By  tr 
time  the  final  break  came,  RITN's  m 
assets  had  been  increased  17  times,  I 
£100  million,  in  a  decade.  Jacob  Rotl 
schild  was  ready  to  go  out  in  the  cob 

One  of  his  first  priorities  was  I 
broaden  and  deepen  RITN's  manag 
ment.  Within  the  last  two  years  RIT 
has  recruited  several  top-flight  execi 
tives,  including: 

•  David  Montagu,  55,  hired  froi 
Merrill  Lynch  in  1981  and  no 
chairman  of  J.  Rothschild  Inves 
ment  Management.  Montagu  ah 
oversees  RITN's  Target  Holding  u 
surance  and  mutual  fund  holdinj 
and  its  $50  million  (net  assets)  Aib 
investment  trust. 

•  Nils  Taube,  54,  formerly  Kitcat  i 
Aitken's  senior  partner  and  one  of  Ei 
rope's  renowned  market  traders. 

•  Gilbert  de  Botton,  46,  who  defec 
ed  in  December  from  Rothschil 
Bank  A.G.,  the  private  Zurich  mone 
management  bank  owned  by  N.A 
Rothschild  &  Sons  and  the  Frenc 
Rothschilds.  De  Botton  will  manaj 
private  clients'  money  as  head  (ar 
co-owner)  of  RITN's  Global  Assi 
Management. 

•  Viscount  William  Weir,  50,  chai 
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man  of  Great  Northern  Investment 
Trust  when  it  merged  with  RIT  and 
now  RITN's  co-chairman. 

This  new  management  team  must 
help  Rothschild  and  Mayer  form  a 
coherent  whole  of  RITN's  jumble  of 
financial  service  pieces.  How  hard 
this  will  be  remains  to  be  seen.  But 
clearly  there  is  potential  for  synergy. 

Take  Kitcat  &  Aitken  and  L.F. 
Rothschild.  K&A  has  a  strong  private 
client  business,  but  on  its  own  it  prob- 
ably would  be  too  small  to  survive 
once  the  day  arrives  when  the  London 
Stock  Exchange  allows  members  to 
make  markets  in,  as  well  as  to  broker, 
stock.  RITN's  capital  backing  will 
prepare  K&A  for  that  day  and  it  will 
also  assure  RITN  of  an  opportunity  to 
participate  in  the  expanded  London 
market. 

L.F.  Rothschild  has  become  an  im- 
portant new-issues  underwriter  and 
brokerage  house  on  Wall  Street,  but  it 
has  scant  presence  overseas.  The 
overall  plan  is  to  combine  the  two 
brokerage  firms  and  then  link  them 
with  the  Far  Eastern  interests  that 
Rothschild  hints  will  soon  be  added. 

If  Jacob  Rothschild  has  a  problem,  it 
is  this:  RITN  is  an  investment  trust. 


As  such  it  pays  virtually  no  tax.  But 
investment  trusts'  shares  generally 
reflect  asset  values,  not  multiples  of 
net  income.  RITN's  financial  services 
holdings  may  prove  to  be  highly  prof- 
itable, but  they  don't  have  much  in 
the  way  of  assets  to  bolster  the  share 
price.  Remember  that  at  RITN's 
recent  price  of  $2.80  a  share,  its  finan- 
cial services  companies,  conservative- 
ly worth  perhaps  $1  a  share,  can  be 
had  for  30  cents  a  share.' 

There  are  three  possible  solutions. 
RITN  could  be  opened  up  to  become 
an  operating  company  with  a  portfo- 
lio, somewhat  like  Charlie  Bluhdorn's 
Gulf  &  Western  or  Warren  Buffett's 
Berkshire  Hathaway.  But  it  would 
lose  its  tax  advantages. 

Or  RITN  could  remain  closed-end 
but  spin  off  its  financial  services  com- 
panies, retaining  controlling  inter- 
ests. The  companies  would  trade  on 
the  earnings,  and  their  market  values 
would  enter  RITN's  asset  valuation. 

Finally  (and  most  likely),  RITN 
could  inject  the  financial  services 
holdings  into  a  holding  company,  a 
part  of  which  would  itself  be  spun  off. 
A  likely  vehicle:  RITN's  30%  stake  in 
New    York-based  Transcontinental 


Services  Inc.,  a  shipping  services  com- 
pany with  200  offices  throughout  the 
world.  Registered  in  Curacao,  Trans- 
continental trades  on  the  London 
Stock  Exchange  and  could  easily  be 
listed  on  the  NYSE. 

What  of  the  rift  between  Jacob  and 
cousin  Evelyn?  Perhaps  the  wound  is 
beginning  to  heal.  Last  month  British 
entrepreneur  Gerald  Ronson  (Forbes, 
Get.  1,  1977)  formed  an  investor  group 
to  make  a  $300  million  bid  for  Brit- 
ain's asset-rich  department  store 
chain,  UDS  Ltd.  RITN  is  a  6.2%  hold- 
er in  the  bidding  group.  Investment 
bankers  to  the  group:  Barclays  Mer- 
chant Bank — and  cousin  Evelyn's 
N.M.  Rothschild  a  Sons. 

Early  in  the  last  century,  Friederich 
von  Gentz  described  the  Rothschilds 
to  his  boss,  Austria's  Prince  Metter- 
nich,  in  these  words:  "[They]  are  en- 
dowed with  a  remarkable  instinct 
which  causes  them  always  to  choose 
the  right,  and  of  two  rights  the  better. 
Their  enormous  wealth  is  .  .  .  entirely 
the  result  of  this  instinct,  which  the 
public  are  wont  to  call  luck.  "  Looks  as 
if  Jacob,  not  his  more  tradition-bound 
cousins,  is  the  one  in  this  generation 
who  inherited  the  old  instinct.  ■ 


RIT  &  Northern  Chairman  Jacob  Rothschild 
That  old  Rothschild  instinct  lives  on. 
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Faces 

Behind  The  Figures 


Edited  by  Eamonn  Fingleton 


Wrong  number 

About  8  o'clock  one  night  the  phone 
rang  at  the  suburban  Washington 
home  of  John  M.  Fedders. 

"Hello,  Mr.  Fedders,"  said  an  en- 
thusiastic voice.  "We  are  calling  se- 
lected members  of  the  Congressional 
Country  Club.  My  name  is 
from  First  Jersey  Securities.  Have  you 
heard  of  us?" 

"Yes,"  said  Fedders. 

"Ah,"  said  the  salesman."  How 
have  you  heard  of  us?  From  our  news- 
paper or  TV  ads,  perhaps?" 

"No." 

"Well,  in  any  case,  I'd  like  to  tell 
you  about  First  Jersey  Securities  and 
how  from  time  to  time  we  find  attrac- 
tive situations  for  our  customers.  .  .  . 
But,  Mr.  Fedders,  I'd  like  to  know  how 
you've  heard  of  First  Jersey." 

"Do  you  know  what  position  I 
hold?"  asked  Fedders. 


Bottom  of  the  barrel? 

Chairman  William  Douce  has  already 
chopped  Phillips  Petroleum's  1983 
exploration  and  development  budget 
by  around  20%  and  will  consider  fur- 
ther cuts  if  the  Saudis  throw  in  the 
towel  on  their  beleaguered  $34-a-bar- 
rel  benchmark  oil  price. 


SEC  enforcement  official  John  M.  Fedders 
"Do  you  know  who  I  am?" 


"No,  I  don't.  Should  I?" 

"I've  heard  of  First  Jersey  in  connec- 
tion with  my  employment,"  ex- 
plained Fedders. 

"What's  that?" 

"I'm  director  of  the  division  of  en- 
forcement for  the  Securities  &  Ex- 
change Commission.  [Long  pause] 
Would  you  like  to  continue  with  your 


That  speaks  volumes  for  how  bad 
things  are  in  the  industry — for  Okla- 
homa-based Phillips,  the  nation's 
tenth-largest  oil  company,  prides  it- 
self on  crackerjack  exploration  and 
has  scored  bonanzas  not  only  in  the 
North  Sea  but  also  offshore  Califor- 
nia. Last  year  alone  it  spent  $1.1  bil- 
lion on  exploration  and  production — 


presentation?" 

"No,"  said  the  salesman,  "I'd 
scared  to  death." 

Fedders  doesn't  know  whether  th 
irony  of  all  that  was  ever  relayed  ti 
First  Jersey  Chairman  Bob  Brennari 
who  is  being  accused  by  the  SEC  c 
security  law  breaches  (see  Forbes 
Mar.  1,  1982).— Richard  Stern 


nearly  7%  of  total  revenues. 

Douce,  63,  a  plain-speaking,  Kan 
sas-born  chemical  engineer,  insists  h 
believes  in  exploration  as  much  a 
ever.  Recent  OPEC  price  antics,  h 
says,  have  not  given  him  the  jitter 
about  oil's  long-term  worth.  Why  th 
cutbacks,  then? 

"We  can't  spend  what  we  haven' 
got,"  Douce  says.  "Lower  oil  price 
mean  less  cash  flow  for  us,  and  ther 
is  a  limit  to  how  much  we  want  t 
borrow.  Most  other  companies  see  i 
this  way,  too.  There  will  be  some  bi 
exploration  cutbacks." 

Douce  is  confident  oil  prices  wil 
rebound  to  above  $34  later  in  thi 
decade  as  new  finds  dry  up  and  de 
mand  increases.  And  he  rules  out 
total  price  collapse  in  the  meantime 
"Prices  will  undoubtedly  drop  thi 
year.  Could  be  by  $4,  $6,  even  $8 
barrel,"  he  says.  "But  they  are  no 
going  to  $16,  as  some  have  suggestec 
OPEC  is  still  a  key  factor.  It  canno 
live  with  $16  oil  and,  despite  it 
recent  problems,  it  is  not  going  ti 
split  apart." 

Getting  through  the  next  few  year 
is  clearly  going  to  be  an  ordeal 
though.  Douce  does  not  even  offe 
reassurance  on  rumors  of  possibl 
dividend  cuts  at  some  majors.  Evei 
mighty  Exxon,  whose  recent  two-dig 


Phillips  Petroleum  Chairman  William  Donee 

Lower  oil  prices  mean  less  cash — and  less  exploration. 
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ackie  Stewart,  three  time  world  champion  driver, 
low  consultant  to  Ford  Motor  Company. 

?ef  /'/  together— buckle  up. 


Aerodynamics, 
fit's  got  to  do  more  than  just  save  gas, 


It  can  if  it's  properly  designed. 

For  example,  aerodynamics  can  help 
keep  your  engine  cool,  provide  a  quietness 
inside  the  cabin  of  the  car  and,  more  impor- 
tantly help  make  your  car  handle  better. 

The  tunnel  can't  lie 
There  are  pretty  cars,  and  aerodynamic  cars. 
Cars  that  combine  both  qualities  come  out 
of  the  wind  tunnel.  There  are  some  visual 
hints  that  will  help  you  decide  which  cars 
combine  both  good  looks  and  good 
aerodynamics. 

A  few  hints 

Are  the  side  view  mirrors  tucked  away  out 
of  the  slip  stream?  Does  the  air  dam  extend 
well  below  the  front  bumper?  Are  the  wind- 
shield, hood  and  front  fenders  raked  back 
at  a  steep  angle? 

When  the  engineers  get  it  right,  you 
have  a  car  that  slips  down  the  highway 
quietly  going  about  its  business  without  tak- 
ing too  much  out  of  the  driver  or  his 
pocketbook. 

Case  in  point:  the  1983  Ford  Thunderbird. 
It  has  all  those  good  aerodynamic  qualities 
and,  best  of  all,  a  drag  coefficient  of  0.35.  One 
of  the  lowest  of  any  car  in  its  class. 


Pretty,  but  practical 

But  what  I  find  really  interesting  is  that  the 
people  at  Ford  have  done  this  with  a  system 
of  aerodynamics  that  also  produced  cars  that 
are  road  worthy  and  display  good  manners 
at  highway  speeds. 

That's  because  the  designers  and  engi- 
neers didn't  work  in  a  vacuum.  Every  one 
of  today's  new  generation  of  Ford  Motor 
Company  cars  had  to  prove  itself  in  the  wind 
tunnel  and  on  the  test  track.  The  results 
show  that  it  was  worth  that  extra  effort. 

Light  at  the  end  of  the  tunnel 
Words  written  on  the  wind  may  not  last,  but 
I  have  a  feeling  that 
cars  designed  in  the  wind 
will  be  with  us  for  a  long, 
long  time. 


Ford  has  it.  Now. 


FORD  •  MERCURY  •  LINCOLN  •  FORD  TRUCKS 


Faces 

Behind  the  Figures 


it  yield  puts  it  in  the  same  class  as 
sleepy  utilities,  has  been  mentioned. 
He  says:  "All  the  cases  of  oil  compa- 
nies cutting  their  dividends  can  prob- 
ably be  counted  on  the  fingers  of  one 
hand.  But  in  view  of  what  is  going  on  I 
would  be  foolish  to  say  there  never 
will  be  dividend  cuts.  We  have  never 
been  through  times  like  these." — E.F. 


Capping  cable 

Network  television  moguls  don't 
come  more  powerful  than  Brandon 
Stoddard,  45,  president  of  American 
Broadcasting  Cos.'  motion  picture 
subsidiary  and  the  man  behind  its 
heavily  hyped  miniseries  The  Winds  of 
War.  He  is  that  rare  bird,  the  hands-on 
production  executive  who  also  con- 
trols the  purse  strings.  While  others 
have  to  wheedle  money  out  of  ac- 
countants and  boards,  Stoddard's 
word  is  just  about  law  in  deciding 
which  big  theatrical  projects,  televi- 
sion movies  and  miniseries  ABC  de- 
cides to  invest  in.  His  current  annual 
production  and  development  budget 
comes  to  $170  million. 

Winds,  screened  in  seven  two-  and 
three-hour  parts  early  in  February,  cost 


$40  million — making  it  the  most  ex- 
pensive production  gamble  in  the  his- 
tory of  TV  and  right  up  there  with  the 
most  expensive  movies  ever  made. 
ABC  put  up  $32  million,  and  Para- 
mount, which  made  the  miniseries, 
footed  the  rest  in  return  for  two  airings. 

The  rationale,  of  course,  is  to  beat 
off  the  cable  threat  by  hooking,  movie 
fans  on  peak-viewing  Sunday — the 
first  night — and  carrying  them 
through  the  week.  Before  the  series 
was  screened,  Stoddard  was  predict- 
ing that  Winds  could  bring  a  lot  of 
cable  viewers  back  to  the  networks. 
And  advertisers,  paying  $350,000  a 
minute,  obviously  believed  it. 

Can  even  the  networks  make  a  prof- 
it at  those  costs?  Stoddard,  who  made 
his  name  with  Roots  in  1977,  believes 
ABC  has  already  broken  even  on  com- 
mercial revenues.  But  profits  will 
have  to  await  a  second  airing  two 
years  hence.  And  there's  the  risk.  But 
early  Nielsens  were  good,  and  they 
will  be  crucial  to  advertising  rates  the 
second  time  around. — Ellen  Paris 


Mother  of  invention 

The  U.S.  Patent  Office  should  know 
more  than  most  about  the  electronic 
revolution — but  its  own  massive  in- 
formation-handling procedures  arc 
rooted  firmly  in  the  19th  century. 

Now  Gerald  Mossinghoff,  President 
Reagan's  commissioner  of  the  Patent 
&  Trademark  Office,  is  trying  to  drag 
the  ramshackle  system  into  the  space 
age.  The  cost  of  it  could  total  over 


$300  million  if  President  Reagan  ; 
Congress  give  the  full  program  th 
blessing. 

"There  is  no  question  that  we 
not  serving  inventors  and  indus 
the  way  we  should,"  Mossingh 
says.  The  Patent  Office  houses  24  n 
lion  paper  documents,  and  they  hi 
to  be  filed  and  retrieved  by  hand. 


Patent  Office's  Gerald  Mossinghoff 
A  system  falling  off  the  track. 


any  one  time  about  1.7  million  do 
ments  are  missing  or  misfiled. 

The  commissioner  hopes  to  h; 
everything  on  computers  by  19 
And  to  speed  up  the  registering 
patents,  he  is  hiring  500  new  pro! 
sional  staff  members — on  top  of  c 
already  recruited  within  the  last  t 
years.  Because  of  a  staggering  back 
of  200,000  applications,  it  curren 
takes  about  26  months  to  registe 
patent.  Mossinghoff  wants  to  br 
the  wait  down  to  18  months  by  19 

Much  of  the  cost  will  be  borne 
inventors.  The  Patent  Office  has  rai: 
registration  and  issue  fees — and  is  ] 
ing  on  new  charges.  For  major  com 
nies,  for  instance,  the  fee  to  hob 
patent  through  its  17-year  maximi 
duration  will  jump  from  $230 
$3,200.  "The  tradeoff  was  betwee: 
patent  system  that  was  falling  off  i 
track  and  a  modern  one  that  woi 
serve  inventors,  but  would  cost  ther 
Mossinghoff  says. — Desiree  French 


Can  Lord  Whelks 
tame  Fleet  Street? 

It  was  the  end  of  a  beautiful  partn 
ship.  Last  month  Lord  Victor  M 
thews,  63,  one  of  Britain's  most  s' 
cessful  businessmen,  announced 


ABC  's  Brandon  Stoddard 

The  small  screen's  biggest  gamble. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an 
offer  to  buy  these  securities  The  offer  is  made  only  by  the  Prospectus 


New  Issue  /  January  27,  1983 

4,415,000  Shares 

AMR  Corporation 

$2,125  Cumulative  Convertible  Preferred  Stock 

(Without  Par  Value) 

The  Convertible  Preferred  Shares  are  convertible  at  any  time,  unless  previously  redeemed,  into  shares 
of  the  Common  Stock  of  the  Company  at  the  rate  of  approximately  1.005  shares  for  each 
Convertible  Preferred  Share,  equivalent  to  a  conversion  price  of  approximately  $24  875 
per  share  of  Common  Stock,  subject  to  adjustment  under  certain  conditions. 

Price  $25  per  share  and  accrued  dividends, 
if  any,  from  the  date  of  issue. 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State 


Salomon  Brothers  Inc 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Bear,  Stearns  &  Co. 
Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 


The  First  Boston  Corporation 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb  Prudential-Bache 

Incorporated  Securities 

Shearson  American  Express  Inc. 


Blyth  Eastman  Paine  Webber 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

Lazard  Freres  &  Co. 


L.  F.  Rothschild,  Unterberg,  Towbin 


Warburg  Paribas  Becker 

A.  G.  Becker 

Dean  Witter  Reynolds  Inc. 

Alex.  Brown  &  Sons      A.  G.  Edwards  &  Sons,  Inc. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc. 
Oppenheimer  &  Co.,  Inc. 
Thomson  McKinnon  Securities  Inc. 


ABD  Securities  Corporation    Advest,  Inc.    Atlantic  Capital    Basle  Securities  Corporation 

Corporation 

Daiwa  Securities  America  Inc.      Dominion  Securities  Ames  Inc.     F.  Eberstadt  &  Co.,  Inc. 


EuroPartners  Securities  Corporation 
Ladenburg,  Thalmann  &  Co.  Inc. 
The  Nikko  Securities  Co. 

International,  Inc. 

Rothschild  Inc. 

Wood  Gundy  Incorporated 


Robert  Fleming  Kleinwort,  Benson 

Incorporated  Incorporated 

Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 

Nomura  Securities  International,  Inc. 

Tucker,  Anthony  &  R.  L.  Day,  Inc. 
Yamaichi  International  (America),  Inc. 


Faces 

Behind  the  Figures 


would  step  down  from  daily  manage- 
ment of  Trafalgar  House,  the  $1.8  bil- 
lion (sales)  property  and  leisure  com- 
bine he  put  together  with  fellow  en- 
trepreneur Nigel  Broackes  over  the 


Lord  Matthews  of  Fleet  Holdings 
Family,  horses — and  newspapers. 


last  19  years.  Matthews,  who  started 
with  a  small  building  company  in  the 
down-at-heel  London  suburb  of  Brix- 
ton, has  sold  most  of  his  1.3  million 
Trafalgar  shares,  for  a  profit  of  $2.8 
million.  He  says  that  he  wants  to  see 
more  of  his  family  and  his  stable  of 
Thoroughbreds. 

But  "Lord  Whelks,"  as  Britain's  sa- 
tirical Private  Eye  irreverently  calls  the 
rags-to-riches  Matthews  (the  refer- 
ence is  to  a  staple  of  Cockney  diet),  is 
not  putting  himself  out  to  pasture.  He 
is  taking  over  day-to-day  operation  of 
Fleet  Holdings,  Trafalgar's  newly 
spun  off  publishing  group,  which  puts 
out  London's  Daily  Express,  Sunday  Ex- 
press and  Daily  Star,  prints  The  Standard 
evening  paper  and  publishes  a  dozen 
or  so  trade  magazines. 

"I  don't  have  ink  in  my  veins,"  says 
Matthews.  "It's  just  a  commercial 
challenge."  That's  putting  it  mildly. 
Express  Newspapers  lost  $2.8  million 
in  the  nine  months  ending  June  1982, 
which  were  Fleet  Holdings'  first  nine 
months  as  a  public  company.  And  the 
unions  block  any  hope  of  computer- 
ized technology. 

Still,  Fleet  has  some  nice  assets. 
Morgan-Grampian,  the  trade  maga- 
zine division,  earned  $8.1  million  in 
Fleet's  first  nine  months — against  $6 
million  during  the  entire  previous 
year.  Then  there  is  Fleet's  10.18% 
stake  in  Reuters.  The  international 


news  agency  increased  earnings  four- 
fold during  1981,  to  $28  million.  If 
Reuters  were  to  go  public  for  $630 
million,  as  some  Fleet  Street  observers 
suggest,  the  holding  would  be  worth 
$1.05  per  Fleet  share.  Fleet's  current 
share  price:  84  cents. — Rosemary  Brady 


Golden  boy 

Inquire  about  Donald  Trump  in  New 
York  real  estate  circles  and  you  are 
sorry  you  asked:  You  get  an  earful 
about  how  Trump,  at  36  certainly 
New  York's  most  visible  property  ty- 
coon, is  a  creation  of  his  own  hype. 

That  doesn't  bother  Trump  a  glam- 
orous 6-foot-2-inch  pillar  of  cafe  soci- 
ety, who  is  currently  congratulating 
himself  on  the  success  of  his  chic  new 
68-story  condominium  building  on 
Fifth  Avenue  next  to  Tiffany's.  The 
building — called  Trump  Tower  (what 
else?) — will  not  be  officially  opened 
until  later  this  year,  but  Trump 
claims  he  has  sold  85%  of  the  apart- 
ments at  prices  ranging  from 
$500,000  to  $12  million.  In  the  mean- 
time, the  lower  20  floors  of  shopping 
and  office  space  are  almost  complete- 
ly rented — at  record-breaking  rents, 
he  says. 

"The  commercial  part  alone  is 
worth  $150  million,  which  is  what 
our  total  costs  came  to,"  Trump  says. 
"The  apartments  will  bring  in  $268 
million,  all  profit."  He  will  split  the 
winnings  with  Equitable  Life,  his  fi- 


nancial backer  and  partner,  so 
Trump  Organization  company  sho 
come  out  with  a  profit  of  around  $ 
million. 

Or  so  he  says.  Rival  real  estate 
velopers  say  they  will  believe  it  w] 
they  see  his  bank  balance.  They 
not  above  blowing  hot  air  themsel 
on  occasion,  of  course,  but  they  ha^ 
point:  Trump,  who  works  fron 
rosewood  desk  the  size  of  an  aire 
carrier,  is  vague  about  little  thn 
like  exactly  what  his  deal  with  Ec 
table  is.  "It  is  about  a  50-50  split,' 
says.  "Only  a  CPA  would  be  inten 
ed  in  the  exact  details." 

Whatever  the  numbers,  nob 
suggests  that  Trump  Tower  is  nc 
winner.  Condo  sales  got  an  ei 
boost  from  talk  that  Britain's  Cha 
and  Di  might  be  among  the  buy 
They  have  not  shown  up,  but  Johi 
Carson  and  E.T.  director  Steven  Sp 
berg  did.  That's  almost  as  good, 
ures  Donald  Trump. 

Now  Trump  is  fretting  about 
next  move.  He  has  a  couple  of  bits , 
pieces  on  the  go,  but  nothing  as  e 
catching  as  Trump  Tower.  "I  \ 
probably  never  find  as  good  a  sitt 
that  again,"  he  says. 

He  is  watching  the  property  marl 
which  is  currently  in  the  doldrum: 
Manhattan  and  in  despair  elsewh 
for  buying  opportunities;  but  so 
none  of  the  "prime  prime"  stuff  h 
waiting  for  has  turned  up. — E.F. 
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J&H  thinks  your 
liability  protection  should 
rise  automatically  without 
any  rise  in  premiums. 

What  doyou  think? 


If  you  think  liability  protection  that  will 
increase  with  inflation  without  an  increase  in 
premium  is  an  attractive  idea,  take  a  look  at  our 
Constant  Value  CoverSM  program  (CVC).This 
program,  developed  by  J&H,  is  the  best  answer 
yet  to  the  escalating  cost  of  claims  settlements. 

Our  C VC  analysis  will  help  you  set  the 
limits  of  protection  you  want.  Then  the  policy 
will  automatically  raise  those  limits  to  adjust  for 
inflation  during  a  six  year  period  with  no 
premium  increase. 

We'd  like  to  talk  with  you  about  this. 

Johnson  Higgins 

We  answer  only  to  you . 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES.  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


Personal 
Affairs 


Most  stockholders  never  bother  taking  de- 
livery of  the  securities  they  buy.  But  there 
are  reasons  why  it  can  make  sense 


Stock 
options 


By  Kevin  McManus 


SHOULD  YOU  TAKE  DELIVERY  of 
the  stocks  and  bonds  you  buy, 
or  is  it  perfectly  proper  to  leave 
them  with  the  broker,  registered  in 
the  street  name? 

Too  many  investors  never  give  this 
question  a  second  thought, 
and,  indeed,  many  don't  even 
realize  that  they  can  actually 
take  delivery  of  certificates 
when  they  buy  securities. 

But  it  is  certainly  not  a  frivo- 
lous question  for  either  the 
broker  or  the  stockholder.  You 
ought  to  consider  the  pros  and 
cons  before  making  up  your 
own  mind. 

There  are  sound  reasons  for 
leaving  stocks  with  the 
broker,  to  be  sure.  For  one 
thing,  if  you  buy  on  margin 
(i.e.,  borrow  some  cash  from 
the  broker  to  buy  the  securi- 
ties) you  must  leave  the  secu- 
rities with  the  broker  in  the 
street  name.  For  active  trad- 
ers— who  are  often  margin 
customers — it  is  also  conve- 
nient. There  are  no  worries 
about  storage,  no  cumbersome 
mailings  of  certificates,  with 
the  attendant  delays  and  risk 
of  loss  or  misplacement.  Says 
one  investor  who  trades  an  av- 
erage of  four  or  five  times  a 
month:  "I'd  go  crazy  if  I  had  to 
keep  track  of  all  my  stocks.  Leaving 
them  in  the  street  name  saves  me  a 
lot  of  time  and  effort.  When  I  sell 
something  I  don't  have  to  worry  about 
getting  a  check  in  the  mail;  my  broker 
moves  the  proceeds  into  my  money 
market  fund.  I  get  a  statement  each 
month  telling  me  what  I'm  worth, 
listing  my  cash  on  account,  stocks 
held  for  me  and  buy  and  sell  transac- 


tions. It's  all  nice  and  convenient." 

Then,  too,  there  is  the  value  to  the 
customer  who  travels  quite  a  bit — the 
market  always  seems  to  go  through 
convolutions  the  moment  you  step  on 
a  plane.  You  could  get  stuck  if  your 
securities  are  not  with  the  broker  and 
you  want  to  sell  in  a  hurry.  If  you  give 


a  broker  an  order  to  sell,  and  you 
physically  possess  the  certificates, 
you  have  to  deliver  those  securities 
within  five  days  or  the  deal  is  can- 
celed. When  you  are  away,  that  might 
be  impossible. 

What  are  the  major  drawbacks  of 
leaving  securities  with  your  broker? 
The  biggest,  of  course,  is  what  hap- 
pens in  the  event  the  broker  goes  un- 


Edited  by  William  G.  Flanagar 

der.  It  does  happen,  and  can  cause  ) 
substantial  losses  despite  the  fact  t 
you  are  insured. 

For  example,  thousands  of  custc 
ers  of  John  Muir  &  Co.,  the  firm  t 
was  forced  into  liquidation  in  Aug 
1981,  stood  by  helplessly  as  the  va 
of  their  Muir-held  stocks,  frozen  d 
ing  the  liquidation  proceedings,  si 
in  the  broad  market  decline  that 
(see  box,  opposite). 

By  law,  when  a  brokerage  firm  g 
bankrupt,  there  is  never  reorgani 
tion,  only  liquidation.  The  gove 
ment-run  Securities  Industry  Prot 
tion  Corp.  supervises  that  liquidati 
and  the  process  can  be  agonizing 
customers  and  other  claimants.  SI 
insurance  covers  investors  for  los 
of  up  to  $100,000  in  cash  ; 
up  to  $500,000  in  securit 
But — and  here's  the  rub- 
assets  are  frozen  until  set 
ments  occur.  "It  can  be  a  la 
nous  process,  going  throi 
the  books  to  see  who  oa 
whom  what,"  says  Rich 
Krasnow,  a  lawyer  v 
worked  on  Muir's  liquidati 
"The  SIPC  knows  there': 
problem  with  the  settlem 
process,  and  it  is  working  c 
solution." 

Since  brokerage  back  offi 
are  often  paper  jungles, 
other  possible  concern  ab 
leaving  securities  with 
broker  might  be  theft  or  los 
your  certificates.  Actua 
however,  these  should  not 
major  worries.  Thefts  ; 
"misplacements"  are  repor 
from  time  to  time.  But 
brokers  are  required  by 
New  York  Stock  Exchang 
and  it's  a  requirement  tha 
rigidly  enforced — to  carry  z 
pie  insurance  to  cover  the  1 
of  securities  from  their  pre 
And  the  New  York  Atton 
General's  office  reports  very  few  c 
tomer  complaints  about  such  lossi 
What  about  taking  delivery?  C 
good  reason  to  hold  on  to  your  o 
securities  is  that  they  can  be  usee 
collateral  for  loans. 

Another  reason  is  that  divid< 
checks  are  mailed  directly  to  you, ; 
so  can  be  placed  immediately  in  y 


lses. 
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Liquidation,  Muir  and  simple 


It's  a  deceiving  term,  liquidation.  When  a  brokerage  firm  is  liquidated, 
the  cash  and  securities  in  its  customers'  accounts  are  anything  but 
liquid  until  the  accountants,  lawyers  and  judges  have  all  done  their  work. 

The  case  of  John  Muir  &.  Co.  amply  demonstrated  this.  Muir,  you  may 
recall,  was  the  firm  that  suddenly  went  out  of  business  in  August  1981, 
leaving  nearly  20,000  customers  in  anxious  mourning.  The  Securities 
Industry  Protection  Corp.  immediately  appointed  a  trustee  whose  job 
was  to  settle  all  claims  as  quickly  as  possible.  The  trustee  was  Harvey 
Miller,  a  partner  with  the  New  York  law  firm  Weil,  Gotshal  &  Manges. 

In  keeping  with  SIPC  rules,  Miller  ordered  the  freezing  of  all  Muir's 
assets,  hired  outside  accountants  to  examine  its  books  and  began  search- 
ing for  brokers  willing  to  take  on  Muir  customer  accounts.  Six  thousand 
accounts  were  moved  to  Rooney  Pace  Inc.,  a  New  York  brokerage  firm, 
within  two  weeks. 

This  so-called  bulk  transfer  greatly  benefited  those  6,000,  for  their  cash 
and  securities  were  immediately  unfrozen.  Many  less  fortunate  custom- 
ers waited  fretfully  to  be  bulk-transferred  to  other  brokers  or  to  reach 
some  settlement  with  SIPC.  As  they  waited  throughout  the  fall  of  1981, 
the  stock  market  sagged  and  so  did  the  value  of  many  of  their  frozen 
stocks.  Customers  screamed,  but  Miller  patiently  answered  that  nothing 
could  be  done  for  them  under  existing  SIPC  rules.  Eventually,  over  an  18- 
week  period,  80%  of  Muir's  accounts  were  bulk-transferred  to  other 
brokers.  All  but  a  few  of  the  remaining  claims  were  settled  by  year-end. 

New  SIPC  rules  are  under  consideration  to  prevent  investors  from 
getting  burned  the  way  Muir  customers  did.  But  until  such  rules  are  put 
on  the  books,  you  run  the  risk  of  an  even  longer  wait  for  a  settlement  than 
Muir's  customers,  should  your  brokerage  go  broke. 

Why?  Because  the  speed  of  the  settlement  process  has  a  lot  to  do  with 
the  orderliness  of  the  broker's  books.  According  to  a  lawyer  who  worked 
on  the  case,  Muir's  books  were  in  very  good  order,  unusual  indeed  when  a 
brokerage  firm  expires. — K.M. 


money  fund  or  other  interest-bearing 
account.  (A  broker  holding  a  custom- 
er's securities  will  make  such  a  depos- 
it as  a  service,  but  that  deposit  can 
take  weeks  to  register.  Meantime,  the 
broker  has  the  float.) 

Note:  Institutional  buyers  almost 
always  take  physical  delivery  of  se- 
curities. That  way  they  put  dividend 
interest  to  work  right  away,  and  in- 
sure that  the  funds  used  to  pay  for  the 
securities  stay  in  the  institution's 
own  account  for  as  long  as  possible, 
typically  until  the  moment  the  certif- 
icates are  delivered. 

Another  good  argument  for  holding 
securities  yourself  is  that  pertinent 
company  information — annual  and 
interim  reports,  10-Ks,  proxy  state- 
ments and  so  forth — will  be  sent  di- 
rectly to  you.  You  can  request  that  all 
such  material  be  sent  directly  to  you 
even  if  your  broker  holds  your  securi- 
ties, but  normally  such  materials  are 
sent  from  the  issuer  to  the  broker,  and 
then  to  you.  If  your  broker's  paper- 
shuffling  department  is  overworked, 
as  many  seem  to  be  these  days,  you 
may  not  always  receive  the  pertinent 
literature  in  time  for  it  to  be  useful — 
as  in  the  case  of  tender  offers,  for 
example. 

Having  physical  possession  of  your 
stock  also  permits  you  to  sell  the  se- 
curities through  any  broker  you 
choose — not  necessarily  the  one  you 
bought  through.  You  could  save  on 
commissions  by  selling  your  stock 
through  a  discount  broker,  for  exam- 
ple, even  if  you  had  purchased  the 
stock  through  a  "full  service"  broker. 

Of  course,  taking  delivery  of  your 
securities  means  you  have  to  store 
and  insure  them,  which  brokers  do  for 
free.  And,  as  stated,  the  busy  trader 
could  find  all  that  paper-shuffling 
maddening. 

There  is  another,  seldom  used  alter- 
native as  far  as  stock  registry  of  certif- 
icates is  concerned.  That  is  the  so- 
called  custodian  account.  Here,  certif- 
icates are  registered  in  your  name  but 
are  held  by  the  broker.  By  law,  such 
securities  cannot  be  lumped  in  with 
those  that  the  broker  registers  in  the 
street  name. 

As  custodian  the  broker  is  obligated 
to  safeguard  the  certificates,  typically 
in  his  own  vault,  and  see  to  their 
insurance.  Not  surprisingly,  brokers 
don't  promote  this  service,  and  some 
even  charge  a  fee  for  it.  "We  don't 
discourage  the  custodian  account,  but 
it's  kind  of  a  pain  in  the  neck  for  us," 
says  Fergus  Henehan,  a  vice  president 
at  Prudential-Bache.  "It's  more  diffi- 
cult to  handle  securities  that  aren't 
freely  negotiable." 

But  it's  a  snap  for  a  customer  to 


open  such  an  account.  You  merely 
sign  what  is  known  as  a  stock  power, 
which  authorizes  your  broker  to  sell  a 
given  certificate  upon  your  tele- 
phoned instruction.  But  note:  In  a  liq- 
uidation proceeding  a  certificate  with 
your  name  on  it  is  treated  the  same  as 
other  assets  in  the  broker's  posses- 
sion. That  is,  it's  frozen  until  your 
claim  is  settled.  So  if  you're  worried 
about  a  firm's  solvency,  don't  open  a 
custodian  account — either  take  care 
of  your  own  certificates  or  find  a  new 
broker. 

What  actually  happens  to  your  se- 
curities when  they  are  held  in  the 
street  name?  Your  broker  stores  them 
with  a  huge  stash  of  other  certificates 
of  the  same  issue.  Some  belong  to  the 
firm's  own  portfolio  and  the  rest  to  its 
customers,  including  margin  custom- 
ers. They  are  all  registered  in  the 
name  of  Cede  &  Co.  (pronounced  "C- 
D")  and  placed  in  the  vault  of  the 
Depository  Trust  Co.  at  55  Water 
Street  in  lower  Manhattan. 

DTC  is  a  cooperative  entity  owned 
by  its  members,  some*  280  broker- 
dealers  and  120  banks.  It  has  two  chief 
functions.  The  first  is  to  watch  over 
the  $800  billion  in  members'  securi- 
ties stored  there  (give  or  take  a  dozen 
billion).  The  second  is  to  keep  track  of 


the  hundreds  of  thousands  of  daily 
transactions  involving  those  securi- 
ties. Because  all  the  credits  and  debits 
reflecting  exchange  activity  are  re- 
corded on  magnetic  tape,  little  phys- 
ical movement  is  required  of  the 
22,000  different  issues  DTC  handles. 
For  a  broker  the  execution  of  a  trade 
involves  a  lot  less  paperwork  when  no 
certificate  has  to  be  moved.  Which  is 
one  more  reason  your  broker  cringes 
whenever  he  hears  a  customer  say, 
"Send  me  the  certificates." 


Cigars  without  guilt 

Every  cigar  smoker  has  experienced 
it:  You  finish  your  dinner  in  an 
expensive  restaurant  and  order  brandy 
to  go  with  your  after-meal  cigar,  a 
Lonsdale  you  have  been  anticipating 
all  day.  But  barely  have  you  lit  your  6- 
inch  maduro  beauty,  when  the  cap- 
tain is  at  your  side:  "Sir,  I'm  sorry,  but 
a  nearby  patron  objects  to  your  cigar." 

We  would  not  suggest  that  you  do 
what  Joe  Feigelis  once  did  in  a  posh 
New  York  restaurant.  He  insisted 
upon  confronting  the  complainant  be- 
fore letting  his  cigar  go  out.  The  wom- 
an who  objected  was  several  tables 
away;  he  estimates  30  feet.  After  ask- 
ing diners  at  other,  closer  tables  if 
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The  Mercedes-Benz  300 SD  Turbodiesel 
is  one  of  the  most  expensive,  least  extravagant 
corporate  automobiles  you  can  buy. 

The  300  SD  is  $38,000*  worth  of  automotive  enlightenment-a  corporate 
flagship  meant  to  stress  not  pomp  but  efficiency.  Meanwhile,  its  retained  value 
over  the  past  three  years  has  been  shown  to  average  90  percent. 


|oes  your  company  have  the 
*  technology  of  the  1990's  in  its 
:utive  offices,  and  the  technol- 
of  the  1950's  in  its  executive 
age? 

he  fact  is  that  inefficient  opera- 
i,  excessive  size  and  savage  de- 
lation need  not  define  today's 
borate  flagship.  The  300  SD 
bodiesel  represents  a  different 
1  refreshingly  more  sane 
ation. 

10,000  miles  @  $380? 

he  300  SD's  basic  design  effi- 
icies  permit  the  efficiency  of  a 
sel  engine  only  three  liters  in 
'.  It  is  no  ponderous  V-8  but  an 
ine  five-and  such  a  light 
iker  that  a  fuel  cost  of  about 

0  per  annum  is  conceivable, 
ed  on  10,000  miles'  driving, 
rent  average  diesel  fuel  prices 
1.25  per  gallon,  and  a  33  mpg 
^.  highway  mileage  figure. 

:y  mpg  [27]  EPA.)** 
Tie  dollars  and  cents  may  not 
zrucial;  the  concept  of  relentless 
ciency  that  such  figures  reflect, 
vever,  is  as  bracing  as  it  is  novel 
he  world  of  company  cars. 
io  sanguine  is  Mercedes-Benz 
iut  the  reliability  of  the  300  SD 

1  its  engine,  incidentally,  that  it 
nes  with  a  36-month-or-36,000- 
e  warranty.1" 

Tiis  frugal  diesel  is  meanwhile 
most  powerful  such  engine  yet 
:ed  in  a  production  automo- 
'.  Old  images  of  "diesel  lag"  are 
iterated  in  a  turbinelike  rush  of 
;rgy  and  brisk  acceleration,  gen- 
ted  by  a  built-in  turbocharger. 
'ive  adults  will  find  themselves 
remely  well  cared  for  aboard 
300  SD.  Its  interior  is  almost 
cubic  feet  worth  of  first-class 


repose,  outfitted  with  only  first- 
class  amenities. 

Yet  so  disciplined  is  its  design 
that  the  car  is  less  than  17  feet  long 
and  turns  within  just  39  feet.  At 
3,780  pounds,  it  is  neither  pon- 
derous nor  flimsy  but  athletically 
trim. 

Its  all-welded  body  achieves  re- 
markable solidity  and  strength  in 
part  by  using  high  strength,  low 
alloy  steels.  Both  the  trunk  lid  and 
hood  are  fabricated  in  aluminum- 
part  of  the  engineers'  relentless 
quest  to  pare  off  weight  wherever 
possible. 

Not  for  boulevards  only 

If  the  300  SD  doesn't  perform 
like  the  usual  diesel,  neither  does 
it  handle  like  the  usual  limousine 
in  the  clutch. 

Mercedes-Benz,  refreshingly, 
assumes  that  even  company 
presidents  must  sometimes  face 
switchback  curves,  slippery  spots 
and  potholes.  The  300  SD  is  girded 
for  such  adversity:  its  fully  inde- 
pendent suspension,  zero-offset 
front  suspension  geometry  and 
forged  light-alloy  wheels  may  be 
less  showy  than  opera  windows 
or  carriage  lamps. 

There  is  no  real  need  for  a  com- 
pany driver  to  pilot  the  300  SD.  Its 
acute  precision  of  response  makes 
it  deeply  pleasurable  to  drive, 
across  town  or  across  country. 
A  "driver's  car,"  defined.  For  in- 
stance, note  that  its  crisp  four- 
speed  automatic  gearbox  can  also 
be  shifted  by  hand. 

120  safety  features 

Passengers  are  hardly  ignored. 
Twin  reading  lamps  are  recessed 
in  the  rear  of  the  cabin.  There  is 


even  a  separate  ventilation  console 
to  serve  the  rear-seat  occupants. 
The  complement  of  standard  fea- 
tures includes  electronic  cruise 
control,  electric  window  lifts  and 
front-seat  adjustment,  AM/FM 
stereo  radio/cassette  player  with 
four  speakers,  and  trimming  in 
genuine  hand-finished  woods. 
No  fewer  than  120  safety  features 
are  also  standard. 

The  300  SD's  history  of  value 
retention  outstrips  that  of  any 
luxury  sedan  extant.  In  fact,  the 
N.A.D.A.  Official  Used  Car  Guides 
for  1982  calculate  an  average  re- 
tained value  for  the  300  SD,  over 
the  past  three  years,  of  90  percent. 
This  helps  place  its  $38,000  price 
in  proper  perspective. 

A  persuasive  statement 

There  is  one  final  argument  for 
bringing  a  Mercedes-Benz  300  SD 
Turbodiesel  Sedan  into  the  firm. 
While  efficiently  serving  the  firm, 
it  serves  also  as  a  fine  advertise- 
ment-identifying your  company 
as  progressive-minded,  and  sensi- 
ble, and  shrewd.  What  limousine 
has  ever  made  a  statement  quite 
like  that? 

*Approximate  suggested  advertised  delivered 
price  at  port  of  entry.  **EPA  estimate  for 
comparison  purposes.  The  mileage  you  get 
may  vary  with  trip  length,  speed  and 
weather.  t_This  is,  of  course,  a  limited  war- 
ranty; you  should  consult  your  authorized 
Mercedes-Benz  dealer  for  full  details. 

©1983  Mercedes-Benz  N.A.,  Inc.,  Montvale,  N.J 
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they  objected  to  his  cigar  (they  did 
not),  he  told  the  woman  he  thought  it 
unreasonable  for  her  to  object  since 
she  was  so  far  away,  while  others  clos- 
er to  his  table  had  no  complaint.  The 
woman,  when  pressed,  said  she 
couldn't  exactly  smell  the  smoke, 
but.  .  .  .  Her  husband,  by  now  embar- 
rassed, then  said,  pointedly,  "Shut  up, 
Mabel!" 

Feigelis'  reaction  is  a 
rarity,  but  he  had  a  special 
motivation  to  be  so  persis- 
tent: He  is  assistant  vice 
president  of  Moro  Cigar 
Co.,  a  division  of  Consoli- 
dated Cigar,  and  soon  to 
be  part  owner  of  the  firm, 
when  the  parent,  Gulf  & 
Western,  finishes  selling 
it  off  to  key  executives. 
He  lives,  breathes,  as  well 
as  smokes,  cigars. 

Most  of  the  time,  it  is 
the  nonsmokers  who  win 
the  day  in  such  confronta- 
tions. Recent  years  have 
seen  the  banning  of  smok- 
ing in  many  public  places, 
the  emergence  of  non- 
smoking sections  in  res- 
taurants and  airplanes,  no 
smoking  signs  in  taxis 
and  nonsmoking  areas  in 
businesses.  (Some  studies 
purport  to  show  that  companies  can 
save  hundreds,  even  thousands  of  dol- 
lars a  year  per  reformed  smoker,  be- 
cause of  reduced  absenteeism,  lower 
insurance  costs,  increased  productiv- 
ity and  even  slower  depreciation  of 
carpeting  and  other  office  furniture 
and  equipment.)  Fueled  by  increasing- 
ly damaging  data  linking  cigarettes  to 
cancer,  the  anti-smoking  fraternity 
has  become  militant  against  all  smok- 
ers— including  stogie  lovers.  And 
many  ill-mannered  and  inconsiderate 
cigar  smokers  have  doubtless  made 
matters  worse. 

What's  a  cigar  lover  to  do?  "The 
insecure  ones  give  up  and  don't 
smoke,"  says  Feigelis,  noting  that  in- 
dustrywide sales  of  cigars  dropped 
about  5%  last  year.  Yet  there  are  ways 
you  can  have  your  cigar  and  smoke  it, 
too,  without  driving  nonsmokers  in  a 
restaurant  crazy. 

In  fact,  increasing  numbers  of  res- 
taurants are  encouraging  cigar  smok- 


ing in  their  establishments.  The  rea- 
sons are  threefold:  Cigars  are  sold  at 
hefty  premiums  in  better  restaurants, 
as  arc  the  brandies  that  often  accom- 
pany thcm;  a  lot  of  executives — with 
liberal  expense  accounts — are  cigar 
smokers;  it's  part  of  tradition.  "I  think 
it's  barbarous  not  to  allow  people  to 
enjoy  that  which  has  become  a  part  of 
the  dining  experience,"  says  Tom 
Margittai,  co-owner  of  New  York's 
Four  Seasons  restaurant,  and  himself 
a  cigar  fancier.  "After  all,  it's  not  un- 
constitutional to  smoke  a  cigar." 

Margittai  and  other  restaurateurs 
know  that  cigars  are  appreciated  by 
many  of  their  most  important  cus- 
tomers. Indeed,  a  recent  study  of  chief 
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Hit))iidor  being  presented  at  New  York's  Four  Seasons 
"It's  barbarous  not  to  allow  people  to  enjoy." 


ly,  Le  Cirque,  Le  Madrigal, 
Trianon,  Lutecc,  Maxwell's  Plum, 
sini's,  Russian  Tea  Room,  San  Ma 
Trader  Vic's,  21  and  Windows  on 
World.  Moro  is  in  the  process  of  c 
piling  smoking  guides  to  restaur; 
in  other  major  cities,  too. 

Here  are  some  tips  on  smoking 
qucttc  from  cigar  company  exi 
tives,  cigar  fanciers  and  restaurate 

•  If  in  doubt  as  to  whether  cigars 
permitted,  inquire  when  you  rr 
your  reservation  and  indicate  yoi; 
tend  to  smoke.  Some  restaurants  r 
special  smoking  sections  (Connt 
cut  requires  them). 

•  If  tables  are  close  together, 
ventilation  not  too  good,  con 

yourself   with   a  sn 
mild  cigar  (such  as 
canudo)    and  save 
Hoyo  de  Monterrey  foi 
other  occasion. 

•  Try   to   direct  } 
smoke  upward. 

•  Use  a  clipper  to  l 
the  end  off  the  cigar, 
when  it  is  lit,  do  not  v 
it  around  in  your  hi 
And  never  extinguish , 
gar.  Simply  let  it  expi 
and  then  see  that  the  1 
is  promptly  disposed  c 

•  In  your  office,  if 
workers  object  to  } 
smoking,  get  an  elec 
static  air  purifier,  wl 
filters  smoke-laden 
(Cost:  S20  and  up.) 

•  Ask  dinner  com] 
ions  if  they  mind  if 
smoke — and  offer  ci 
around. 

•  Never  smoke  cr 


executives  indicated  that  53%  smoke 
cigars,  and  that  on  average  they 
smoke  five  cigars  a  day.  And  about 
80%  of  those  CEOs  like  to  smoke 
them  after  lunch  or  dinner.  That's  not 
the  kind  of  trade  any  restaurant  owner 
wants  to  discourage. 

If  you  are  a  cigar  smoker,  how  do 
you  know  if  a  particular  restaurant 
will  encourage  or  discourage  you? 
One  sure  way  is  to  consult  "The  Cigar 
Connoisseur's  Guide  to  Fine  Restau- 
rants," which  lists  places  in  the  New 
York  metropolitan  area  where  cigars 
are  sold  and  cigar  smoking  is  permit- 
ted. The  guide  is  available  free  from 
the  Moro  Cigar  Co.,  15  Columbus 
Circle,  17th  Floor,  New  York,  N.Y. 
10023.  Among  the  better-known 
Manhattan  dining  spots  listed  are 
Chez  Pascal,  Christ  Cella,  The  Duck 
loint,  Gallagher's,  Giambelli,  Gior- 
dano, Girafe,  II  Menestrello,  Joanna's, 
Laurent,  La  Cote  Basque,  Le  Cygne, 
La  Grenouille,  La  Recolte,  Le  Chantil- 


cigars,  of  course.  They  are  lar, 
what  give  cigar  smoking  a  bad  na 
Be  mindful  of  writer  John  G 
worthy's  lines:  "By  the  cigars  i 
smoke  and  the  composers  they  L 
ye  shall  know  the  texture  of  m 
souls." 

Taxing  reading 

Doing  your  own  income  taxe 
like  performing  your  own  ap] 
dectomy.  Even  if  you  know  how, 
awkwardness  of  fiddling  with  ) 
own  parts  is  best  left  to  someone  e 
Yet  millions  of  taxpayers  insisi 
filing  their  own  returns  rather  t 
seeking  out  a  tax  pro,  even  though 
cost  of  such  services  is  tax  deducti 
It's  a  puzzlement.  If  you  are  a  d< 
yourselfer,  however,  you  can 
some  assistance  in  the  form  of  ! 
help  tax  guides.  Even  for  some 
who  uses  a  tax  pro,  some  of  tl 
books  can  be  helpful  since  they  i 
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ALL  OVER  THE  WORLD 
PEOPLE  HAVE  ONE  THING  IN  COMMON 
THEY  START  THE  EVENING  WITH  RED. 


JOHNNIE  WALKER-RED 

SO  SMOOTH,  IT'S  THE  WORLD'S  BEST  SELLING  SCOTCH 
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alert  you  to  strategies  you  may  not  be 
aware  of. 

Here  is  a  rundown  of  some  of  the 
more  popular  guides: 

Tax  Saving.  A  Year-round  Guide 
(Chilton,  $12.95  hardcover,  $8.95 
soft).  Author  Julian  Block  is  a  former 
IRS  agent  and  editor  of  the  Research 
Institute  of  America's  tax  newsletter, 
so  he  should  know  what  he  writes 
about.  He  does.  This  guide  is  easily 
the  best  available  to  any  sophisticated 
reader.  For  one  thing,  it  focuses  on  the 
entire  taxable  year — not  just  what 
you  might  scrounge  up  in  deductions 
on  Apr.  14  at  11 :30  p.m.  In  its 
third  edition,  the  book  factors 
in  the  important  changes 
wrought  by  the  1982  Tax  Equi- 
ty &  Fiscal  Responsibility  Act, 
which  many  other  guides  ei- 
ther ignore  or  give  short  shrift 
to.  The  book  is  intelligently 
organized  (e.g.,  sections  on 
"Middle  Income  Tax  Shel- 
ters," "Year-end  Tax  Tips," 
"Investments,"  "Estate  Plan- 
ning," etc.).  It  assumes  the 
reader  has  some  tax  and  in- 
vestment savvy  and  more  than 
a  few  bucks,  but  is  not  an  ex- 
pert. It  goes  far  beyond  how  to 
prepare  a  tax  return  and  is  a 
very  good  source  of  basic  infor- 
mation on  a  broad  range  of  tax 
matters. 

The  Only  Tax  Book  You'll  Ever 
Need  (Harmony,  $14.95).  Rob- 
ert Garber  is  a  tax  attorney  of  some  20 
years'  experience,  and  his  latest  book 
is  an  attempt  to  explain,  Dutch  uncle 
style,  the  most  important  things  indi- 
viduals should  know  about  taxes.  It  is 
aimed  at  an  upper-income  audience 
that  needs  sophisticated  advice.  Even 
if  you  don't  file  your  own  returns,  this 
book  is  worth  having  around  as  a  ref- 
erence. It  is  not  written  in  the  bree- 
ziest of  styles  and  will  lose  most  read- 
ers when  describing  such  things  as  the 
mini  and  maxi  taxes,  but  it  is  usually 
easy  enough  to  follow. 

J.K.  Lasser's  Your  Income  Tax  (Simon 
&  Schuster,  $5.95);  1983  H&R  Block 
Income  Tax  Workbook  (Macmillan, 
$5.95);  Everyone's  Income  Tax  Guide, 
1983  (Hilltop,  $5.95);  Sylvia  Porter's 
1983  Income  Tax  Book  (Avon,  $3.95); 
Pay  Less  Tax  Legally  (Signet,  $4.95). 
These  line-by-line  guides  are  clearly 


aimed  not  at  better-heeled  taxpayers 
but  at  those  who  prefer  to  file  their 
own  taxes  and,  apparently,  believe  in 
miracles.  The  biggest  miracle  is  sup- 
posed to  be  that  if  you  follow  these 
guides  to  the  letter,  you  will  some- 
how drastically  slash  your  tax  bill 
when  you  fill  out  your  1040.  Non- 
sense. All  these  guides  can  do  js  hold 
you  by  the  hand  and  prevent  you  from 
making  mistakes  or  possibly  over- 
looking deductions.  The  time  to  cut 
your  tax  liabilities  and  develop  sound 
tax  strategies  is  not  when  you  are 
adding  up  the  bill.  That's  akin  to 
watching  the  clerk  at  the  cash  register 
very  carefully  to  make  sure  no  error  is 
made  when  tallying  your  shopping 
basket.  The  time  to  economize  is 
when  you  are  shopping,  not  when 
you're  paying  the  bill. 

Still,  if  you  like  to  plod  through 
your  1040  and  other  tax  forms,  line  by 
line,  the  guides  are  useful — which  ac- 


Bookstore  display  in  Manhattan 
If  you  like  doing  your  own  appendectomy. 


counts  for  their  popularity  (check  the 
paperback  bestseller  lists).  If  asked  to 
name  one,  I'd  reluctantly  nominate 
Sylvia  Porter's  for  no  other  reason 
than  that  it  is  cheaper  than  the  others. 

J.K.  Lasser's  101  Plaits  to  Pay  Less  Taxes 
(Fireside,  $5.95).  There  is  nothing  sim- 
ple about  the  tax  code,  and  it  can  be 
dangerous  to  oversimplify  tax  matters. 
This  slim  tome  does  suggest  some 
good  ideas  for  lowering  your  tax  bill, 
but  it  doesn't  go  into  nearly  enough 
particulars  to  be  really  helpful.  Exam- 
ple: Deducting  expenses  for  maintain- 
ing an  office  at  home  is  a  tricky  busi- 
ness with  the  IRS;  it  is  also  a  favorite 
loophole  sought  by  any  white-collar 
worker  who  takes  home  a  bulging 
briefcase  once  in  a  while.  Lasser's 
three  paragraphs,  packed  as  they  are 
with  "mays, "  are  practically  useless  to 
the  taxpayer  trying  to  determine  if  he 


qualifies  for  such  a  deduction. 

Perfectly  Legal— 300  Foolproof  .1 
odsfor  Paying  Less  Taxes  (lohn  Wil< 
Son,  $7.95).  The  title  seems  to  be 
fectly  illegal.  The  book  consists  oi 
questions  about  various  tax  conc< 
presumably  posed  by  anxious  tax 
ers.  The  answers  range  from  p 
summations  of  complex  tax  jargc 
utter  gibberish.  But  whatever 
are,  they  are  not  foolproof  methoi 
paying  less  tax.  The  book  is  arbitr 
broken  into  26  categories  with  n 
ferences  to  where  or  how  the  taxp 
can  use  the  advice  in  each  cate 
when  filling  out  his  forms. 

Take  It  Off!  (Harper  &  Row,  $8 
It's  the  winner  of  the  deductions  d 
("2,363  tax  deductions  most  pe 
overlook"),  at  least  in  the  publisl 
eyes.  But  hoopla  aside,  author  Rc 
S.  Holzman  is  an  old  tax  pro  whe 
simply  arranged,  in  alphabetical  o 
thousands  of  things  you  might  I 
tax  questions  about.  And  t 
are  many  cross  reference; 
you  should  be  able  to  finge 
item  you  are  looking  for  e; 
enough.  As  far  as  deduct 
are  concerned,  the  advic 
solid  and  complete.  (Then 
long  and  precise  explanatit 
when  you  can  deduct  thos 
penses  for  an  office  at  hom< 
example.) 

When  You  Owe  the  IRS  (I 
millan,  $12.95).  If  you  don' 
a  tax  return  or  for  some  re 
failed  to  do  so  in  the  past, 
the  IRS  catches  up  with 
this  book  can  prove  mi 
useful.  It  outlines  how  the 
selects  certain  nonfilers 
prosecution  (little  people 
usually  ignored;  fat  cats  r 
examples  of);  how  it  proct 

  and  how  best  to  defend  y 

self  against  seizure  of  property.  Bi 
most  important  message  is  this: 
God's  sake,  if  you  owe  the  IRS  mo 
file.  And  better  late  than  never,  i 
by  the  way,  the  author  points  out 
for  the  tax  year  1982  the  IRS'  com 
ers  will  be  able  to  match  84%  of  "ii 
mation  statements,"  such  as  W-2 
1099  forms,  against  taxpayers' reti 
So  be  especially  wary  of  "forgettinj 
report  income  from  your  money  i 
ket  fund,  free-lancing,  etc. 

If  these  books  aren't  helpful  enc 
and- you  can't  line  up  a  tax  profess 
al  by  Apr.  15,  remember  that  this 
you  can  get  an  automatic  extensic 
four  months  instead  of  the  old 
Simply  file  form  4868  along  with 
additional  taxes  that  you  owe, 
you  don't  have  to  file  your  1040  i 
Aug.  15—  W.G.F. 
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AVIS  ANNOUNCES 
MORE  FREE  GIFTS  AND 
yiORE  TIME  TO  GET  THEM. 


PLUS  EXCITING 
FREE  TRAVEL  AWARDS. 


We  want  you  to  get  even  more  mileage  out 
he  Avis  gift  program.  So  from  now  through 
e  30, 1983,  we're  offering  you  a  larger  selec- 
i  of  gifts  and  great  travel  benefits,  too. 
With  every  rental,  you  can 
>ose  a  free  travel  bag  worth  $20, 
ee  bottle  of  Halston  Night 

cologne,  a 
free  Totes 
umbrella  or 
a  certificate 
toward  other 
free  gifts 
i  can  claim  somewhere 
An  the  road. 
And  what  a  variety 
;ifts  to  choose  from, 
•rything  from  video 
nes  to  cordless 
□nes  to  color  TV's. 
Then  there's  the 
ve\  part  of  our  gift 
)gram.  You  can  get 
e  round  trip  tickets  to 
Avhere  TWA  flies  in  the  U.S.,  Europe  and 
■  Middle  East.  Free  stays  at  participating 

Sheraton  hotels,  inns  and  resorts 
Free  cruises  with  Cunardf  And 
free  use  of  an  Avis  car. 

Just  rent  a  compact  or  larger 
car  from  Avis.  Be  sure  to  ask 
for  a  gift  or  a  certificate  when 
you  rent.  One  per  rental. 
Certificates  already  earned 
\S)  are  valid  through  the 

Sheraton  exte"ded  v™&am- . 

motels  &  inns  worldwide       No  coupon  required, 
is  program  does  not  apply  to  tour  packages 
other  promotional  rates.  Available  at  most 
ports,  downtown  and  other  participating 

;EN  ELIZABETH  2/CUNARD  COUNTESS  of  British  Registry  CUNARD  PRINCESS  Registered  in  the  Bahamas 


locations  in  the  U.S. 
and  Puerto  Rico. 

For  complete 
details,  pick  up  a  gift 
program  brochure  at 


CUNARD 

an  Avis  counter.  You  may  come  to  Avis  for  our 
free  gifts,  but  you'll  come  back  for  something 
money  can't  buy.  Our  famous 
"We  try  harder"  service. 


For  reservations  see  your  travel  consultant 
or  call  toll  free: 
800-331-1212. 


©1983  Avis  Rent  A  Car 
System,  Inc..  Avis" 


vis  rents  the  world's 
rgest  Cadillac  fleet. 


TRYING  HARDER  MAKES  AVIS 
SECOND  TO  NONE™ 


Who  offers  more  than  50 
kinds  of  IRA  investments, 
when  most  people  tellyoi 

one  is  enough? 


Who  else  but 
Merrill  Lynch. 

•  hHn  von  m^W 


The  problem  is  in  thinking  of  an  IRA 
as  nothing  but  a  tax  break.  Someplace  to 
park  your  savings  until  you're  59  Vi. 

But  an  IRA  is  a  living,  ongoing 
investment  program,  and  your  Merrill 
Lynch  Account  Executive  can  show  you  50 
or  more  different  kinds  of  investments  to 
help  you  make  sure  your  IRA  plays  more  than  a  walk  on 
part  in  your  overall  financial  planning. 

With  a  Merrill  Lynch  IRA,  you  can  invest  aggres- 
sively for  maximum  growth  or  choose  the  safety  of  insured 
depository  CD's.  You  can  personally  manage  your  invest- 
ments, and  change  them  as  conditions  change,  or  let  your 
Account  Executive  help  you  select  a  professionally  man- 
aged mutual  fund. 

And  you  can  do  it  all  with  the  reassurance  that 
Merrill  Lynch  is  unsurpassed  in  its  experience  in  working 
with  retirement  accounts.  We  currently  handle  more  than 
360,000  of  these  accounts  with  over  $2  billion  in  assets. 

For  a  brochure  explaining  the  flexibility  of  Merrill 
Lynch  IRA's,  call  toll-free  1-800-MERRILL  (ext.950)  Mon- 
day through  Friday,  8:30  A.M.  to  12  midnight  Eastern  time. 

Or  talk  to  a  Merrill  Lynch  Account  Executive.  No 
one  else  can  give  you  more  help  with  more  kinds  of  invest- 
ments. No  one  else. 


Merrill  Lynch 

Me  mil  Lynch,  Pierce,  Fenner  &  Smith  Inc 

A  breed  apart. 


ivright  1983  Merrill  Lynch.  Pierce,  Fenner  &  Smith  Incorporated  Published  in  I  '.S.A.  .Ml  nghts  reserved  Member,  SIPC 


The  Forbes/Wilshire  5000  Review 


weet  and  sour.  After  some  weakness  in  mid-January, 
le  market  once  again  started  climbing.  The  Dow  was 
xently  within  1.4%  of  testing  its  alltime  closing  high  of 
392  and  the  Wilshire  less  than  1%  away  from  reaching 
s  high.  Nevertheless,  the  uncvenness  of  the  recent  ad- 
mce  indicates  a  possible  shift  in  investor  tastes.  For  the 
rst  time  since  the  start  of  the  August  rally,  NASDAQ 
sues  have  clearly  pulled  ahead  of  the  Dow  on  a  52-week 
isis.  The  NASDAQ  market,  up  3.1%,  led  the  way  during 
le  last  two  weeks.  The  Dow  industrials  pushed  ahead 
,4%,  but  the  rest  of  the  NYSE  did  not  fare  as  well — up 
nly  1.3%.  Meanwhile,  the  Forbes  500  and  the  Wilshire 


performed  pretty  much  in  line  with  the  average  NYSE 
issue,  with  a  1.5%  gain.  But  the  Amex — a  victim  of  the 
hate-love  relationship  with  energy — added  only  0.1%. 

Over  the  last  four  weeks  the  P/E  multiple  on  the  Wil- 
shire went  from  11.5  to  12,  a  4.3%  gain,  while  the  Wil- 
shire index  rose  only  1.2%.  This  happened  because  trail- 
ing 12-month  earnings  on  the  Wilshire  are  down  some 
3.1%  from  a  month  ago.  More  firms  are  expected  to  report 
bleak  fourth-quarter  earnings.  Until  a  recovery  is  clearly 
in  sight,  investors  should  question  how  high  the  market 
will  allow  the  earnings  multiple  on  the  Wilshire  to  rise 
after  six  months  of  anticipatory  upward  pricing. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market  ■ 

NASDAQ 

5000 

500' 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

1.2 

0.6 

0.2 

0.7 

1.0 

5.5 

n  last  52  weeks 

24.9 

23.2 

26.7 

24.3 

28.2 

33.7 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile5 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

10.7 

5.1 

9.0 

8.7 

2.3 

10.2 

14.0 

2.6 

2.8 

10.4 

n  last  52  weeks 

65.9 

36.2 

42.1 

78.8 

30.0 

74.7 

79.6 

36.6 

28.6 

54.6 

ased  on  sales 

stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


)tc:  All  data  for  periods  ending  2/4/83  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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W  here  The  Action  Is 


Computer  heaven.  Transportation  issues — principally 
the  airlines — feasted  recently  on  the  prospect  of  lower  fuel 
costs.  Energy  shares  went  back  on  a  diet  and  shed  another 
5.3%  over  the  two-week  period.  While  many  sectors  show 
strong  52-week  gains  (except  energy  shares,  now  off 
4.2%),  it  is  the  technology  sector  that  has  shown  the 
greatest  recent  strength. 
Technology  issues  had  the  strongest  two-week  and 


four  week  showings  of  all,  with  gains  of  6.1%  and  8. 
respectively.  Numerous  NYSE  and  Amex  computer  is; 
hit  new  52-week  highs.  On  the  NASDAQ,  nine  of  the 
most  active  issues  of  the  last  week  were  computer-r< 
ed.  NASDAQ  leader,  Apple  Computer,  is  really  begini 
to  swing  some  weight.  So  far  in  1983  Apple  is  up  aln 
38%,  after  a  66%  rise  from  August  to  December,  and  ! 
has  a  market  capitalization  of  almost  $2.4  billion. 


Percent  change  in  last  52  weeks 


Energy 


25 


■82 


Technology 


-25 


Percent  change  in  last  two  weeks 


Capital  goods 

+  25  j^yS^ 
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Consumer  durables 

+  25 

0 

-25 

|  |  |  1  1  1  1  1  1  1  11  1  1  1  1 

INI 
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'82 
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Finance 

+  25  /^s^ 

0  \ 

|  +0.7  | 
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Transportation 


-25 
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Consumer 

nondurables  and  serv 
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Raw  materials 
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Utilities 
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What  The  Analysts  Think 


Nine  to  five.  Last  Tuly,  when  we  first  began  monitoring 
analysts'  buy/sell  opinions  on  the  individual  sectors,  the 
raw  materials  group  was  in  ninth  place.  Within  the  last 


two  weeks  raw  materials  moved  up  to  fifth.  With  c 
modities  markets  rising,  it  may  be  that  better  days  an 
far  off  for  many  depressed  natural  resource  issues. 


The  experts'  consensus 


2.40 


2.48 


2.72 


J  I  I  I  I  L 


J  I  1  I  l__l  L 


DJFMAMJJ  ASONDJF 


Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks 

1 

Energy 

2.62 

1 

1 

2 

Technology 

2.63 

2 

2 

3 

Utilities 

2.65 

3 

4 

4 

Capital  goods 

2.70 

4 

3 

5 

Raw  materials 

2.81 

7 

7 

6 

Transportation 

2.81 

6 

6 

7 

Finance 

2.82 

5 

5 

8 

Consumer  nondurables 

2.86 

8 

8 

9 

Consumer  durables 

2.93 

9 

9 

Opinion  ratings  are  ranked  on  a  scale  of  1  (strong  buyl  to  5  (strong  sell).  Data  reflect  the 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite 


rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry 
graphed  above.  All  figures  are  weighted  for  market  capitalization. 


Note  All  data  for  periods  ending  2/4/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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Good  Housekeeping 
guarantees 
no  rate 
increase 
through  June 


In  the  interest  of  stability,  and  to  help  provide  advertisers  with 
dependable  marketing  cost  assumptions,  Good  Housekeeping  is 
pleased  to  announce  that  there  will  be  no  increase  in  our  current  rate 
card  at  least  through  our  June  1984  issue. 

Good  Housekeeping  has  just  completed  a  record-breaking  first 
quarter,  the  highest  in  our  97-year  history,  both  in  ad  pages  and  ad 
revenue-up  almost  $1,000,000  over  1982.  * 

This  comes  on  top  of  a  1982  when  advertisers  not  only  continued  to 
make  Good  Housekeeping  #1  in  the  women's  field,  but  increased  our 
share  of  market  for  the  fifth  year  in  a  row. 

Newsstand  sales  in  1982  also  broke  all  previous  records  both  in 
copies  sold  and  revenue-hitting  an  all-time  high  monthly  average  of 
1,864,000  copies  and  annual  sales  of  $34,500,000. 

We  believe  Good  Housekeeping  with  its  continuing  strong  circula- 
tion performance,  its  number  of  readers  per  copy,  its  favorable  CPM, 
and  its  unique  Good  Housekeeping  Seal  Program,  is  truly  the  most 
cost-efficient  medium  for  advertising  to  women. 

It  is  also  the  most  solid  core  medium  around  which  to  structure  an 
aggressive  long-term  marketing  plan  to  increase  market  share,  build 
brand  recognition  and  introduce  new  products. 

So  whether  your  budget  year  is  on  a  calendar  basis,  or  fiscal  to 
June,  you  can  buy  Good  Housekeeping  and  know  for  sure  what  your 


1984 


cost  will  be. 


Good  Housekeeping 


more  than  a  magazine 
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GOOD  HOUSEKEEPING  IS  A  PUBLICATION  OF  HEARST  MAGAZINES  A  DIVISION  OF  THE  HEARST  CORPORATION 


Don 't  be  dazzled  by  hotshot  performance: 
The  best  mutual  funds  arent  necessarily 
those  that  shone  in  the  1982  market  surge. 

Of  tortoises 
and  hares 


By  Richard  Phalon 

How  high  is  up-  That's  the  big 
question  posed  by  a  survey  of 
the  mutual  funds  with  the  hot- 
test hands  so  far  in  the  Great  Bull 
Market  of  1982-83.  Most  are  fairly 
small,  highly  mobile  funds  that  loaded 
up  early  on  the  high-tech  and  consum- 
er stocks  that  have  been  leading  the 
averages.  "Spectacular  performance," 
says  A.  Michael  Lipper,  whose  Lipper 
Analytical  Services  keeps  tabs  on  how 
the  funds  are  doing. 


Spectacular  is  the  word,  all  right 
(see  table).  Even  such  mid-level  hot 
funds  as  Putnam  Vista  and  Columbia 
Growth  have  outstripped  almost  ev- 
erything in  sight,  including  such  con- 
sistent Forbes  honor  roll  performers 
as  Mutual  Shares  and  AMCAP. 

Does  that  mean  the  highflyers  are 
still  the  best  buys?  Not  necessarily, 
no  matter  how  much  new  money  is 
coming  in  from  investors  beguiled  by 
the  short-term  performance  numbers. 
Outfits  like  Putnam  Vista  and  Co- 
lumbia Growth  typically  do  well  on 


Two  kinds  of  success 


the  upside  of  the  market,  but  they 
not  the  best  things  to  be  holding  if 
market  goes  into  free-fall. 

It's  all  a  function  of  investn 
style.  Some  of  Columbia  Grow 
best  gains,  for  example,  came  f 
the  technology  side  of  the  portfc 
As  some  of  the  more  establu 
stocks  in  the  group  began  to  move 
portfolio  manager  Alan  J.  Folki 
changed  the  weight  he  had  been 
ing  the  technology  stocks,  from  ] 
to  22%  of  the  fund's  assets,  and  si 
ed  going  "after  more  aggres 
names."  A  number  of  those  stocl 
Network  Systems  and  Floating  P 
Systems,  for  example — are  quite  v 
tile  and  increase  Columbia  Grow 
exposure  on  the  downside. 

The  fund's  mobility  on  the  up 
can't  be  faulted.  It  began  to  loo! 
airline  and  auto  stocks  as  early  as 
March.  Columbia  Growth  is  still  f 
invested  and  is  still  heavily  weigl 
in  technology  and  consumer  sto 
Alan  Folkman  says  he  "wouldn' 
surprised  to  see  some  correctioi 
the  market,"  but  feels  "that  at 
stage  stocks  are  not  out  of  line  \ 
historical  multiples." 

Nobody  in  the  fund  business  h 
hot  hand  all  the  time.  Many  pen 
fund  portfolio  managers  are  i 
vinced  that  performance  tends  tc 
gress  to  a  mean.  The  thesis  is  com 


The  Forbes  honor  roll  funds  in  most  cases  were  not  the 
top  performers  in  the  Great  Bull  Market  of  1982-83. 


Which  ones  were?  Some  of  the  best  gainers  profitei 
from  the  runup  in  gold  prices. 


The  Forbes  honor  roll 


Bull  market  beauties 


Mutual  funds 


— Net  asset  value — 

per  share 
6/30/82  1/31/83 


% 

change" 


Mutual  funds 


 Net  asset  value  

per  share 

6/30/82  1/31/83 


ASA  Limited  $31.45  $78.67  150.2% 

International  Investors  6.88  15.09  119.3 

Fidelity  Magellan  19.25  30.23  57.0 

Putnam-Voyager  10.79  16.76  55.3 

Janus  8.14  10.98  52.2 


Strategic  Investments  $4.30  $11.89 

United  Services  Gold  Shares  3.31  9.05 

Fidelity  Select-Precious  Metals  5.85  14.86 

Research  Capital  5.65  12.75 

Fidelity  Select-Technology  10.44  19.86 


Twentieth  Century  Select  13.16  19.76  50.2 

Amer  General  Comstock  9.18  13.41  46.1 

Nicholas  15.52  22.66  46.0 

Sigma  Venture  Shares  6.33  9.22  45.7 

Vance,  Sanders  Special  10.47  13.90  44.1 


Oppenheimer  Trust  14.38  16.13 

Seligman  Capital  6.88  10.92 

Mass  Fin  Emerging  Growth  7.24  11.95 

Putnam  Vista  13.05  18.13 

Columbia  Growth  15.34  21.47 


Twentieth  Century  Growth  9.20  13.22  43  7 

American  General  Pace  13.09  18.36  43.0 

St  Paul  Growth  10.52  14.69  39.6 

AMCAP  5.70  7.77  36.3 

Pioneer  II  10.87  14.15  35.9 

Templeton  Growth  5.78  7.72  33  6 


Tudor  11.57  17.96 

Fidelity  Select-Health  Care  10.92  16.40 

American  National  Growth  3.45  5.04 

Paramount  Mutual         .  8.84  12.01 

Fund  of  America  8.80  12.77 


Standard  &  Poor's  500  32.6 

Mutual  Shares  36.85  43.14  24.4 

Charter  16.25  18.64  14.7 

Petroleum  &  Resources  25.42  25.74  8.2 

Group  average  49.8 


Standard  &  Poor's  500 
Group  average 


'Assumes  all  capital  gain*  paid  during  the  peru>d  were  reinvested 
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an.  It  holds  that  there  is  more  money 
o  be  made  not  in  today's  hot  hands, 
ut  in  the  hot  hands  of  tomorrow — 
unds  that  are  for  the  moment  out  of 
hase  with  the  leaders  and  with  the 
ig  gains  yet  to  come.  Mike  Lipper 
binks  the  next  up  cycle  may  focus  on 
iternational  and  energy  funds. 
The  underpinnings  of  the  contrar- 
in  thesis  are  based  in  plain  old  com- 
ion  sense:  Anything  that  has  already 
ad  a  long  price  move  is  bound  to  be 
lore  risky  than  alternatives  with  less 
ownside  exposure.  Only  about  half 
f  the  most  consistent  funds— funds 
tiat  regularly  do  well  in  both  up  and 
own  cycles — have  popped  up  as  lead- 
rs  in  this  leg  of  the  market.  Among 
tie  exceptions  are  International  In- 
estors,  which  specializes  in  gold 
tocks  that  have  been  rising  with  the 
rice  of  the  precious  metal,  and  Fidel- 
:y  Magellan,  which  is  loaded  with 
yclical  issues  like  Republic  Steel  and 
Chrysler. 

Why  haven't  more  of  the  consistent 
ames  lived  up  to  their  reputations 
lis  time  around?  "They're  holding 
do  much  cash  and  are  in  investments 
lat  don't  permit  the  same  big  dreams 
s  the  technology  and  cyclical 
tocks,"  says  Mike  Lipper.  It  would 
2em  that  caution  is  one  element  that 
lakes  for  consistency.  Stock  funds  as 

group,  according  to  the  Investment 
Company  Institute,  have  cut  their 
ash  from  11%  to  8.5%  of  assets  in 
le  last  six  months.  AMCAP,  on  the 
ther  hand,  which  has  made  the 
orbes  honor  roll  four  times  in  the 
ist  four  years,  is  close  to  20%  in  cash, 
lutual  Shares,  which  has  made  seven 
ppearances  on  the  honor  roll  in  the 
ist  seven  years,  is  nearly  25%  in 
ash.  So  is  the  Charter  Fund,  which 
as  ranked  among  the  Forbes  leaders 
)r  the  last  five  years. 

Have  the  old  names  lost  their 
auch,  or  are  they  prudently  taking  in 
ail  against  the  prospect  of  squalls 
lat  might  catch  the  highflyers  unpre- 
ared?  Prudence  seems  to  be  the 
watchword.  "We're  optimistic,  but 
worried  about  downside  risks  and 
mat  we  think  may  be  a  correction  in 
long-term  bull  market,"  says 
lMCAP  Chairman  James  Fullerton. 
It's  getting  difficult  to  find  stocks  we 
ke  at  prices  we  like,"  says  Julian 
erner  of  the  Dallas-based  Charter 
und.  "The  market  is  beginning  to 
)ok  overbought,"  says  Mutual  Shares 
rice  President  Michael  Price.  All 
tiree  funds  are  stock  pickers  that  tend 
3  focus  on  values  and  are  cautious 
bout  P/Es.  The  highflyers,  on  the 
ther  hand,  says  Mike  Lipper,  have 
halked  up  a  significant  portion  of 
heir  gains  in  high-flying  stocks.  "The 


higher  the  price/earnings  ratio,  the 
better  the  performance,"  he  notes. 

That  doesn't  mean  old-line  names 
have  been  out  of  the  market.  In  fact, 
their  performance — stacked  up 
against  anything  but  the  highflyers — 
has  been  good  for  the  most  part.  Both 
AMCAP  and  Mutual  Shares,  for  in- 
stance, have  made  money  out  of  the 
turnaround  play  in  A&.P.  Charter 
Fund's  Julian  Lemer,  though  "ner- 
vous" about  where  the  market  is  head- 


By  Pamela  Sherrid 

Investment  decisions  at  Morgan 
Guaranty's  mighty  $39  billion 
trust  department  are  made  down 
on  the  second  floor  of  its  sleek  57th 
Street  offices  in  Manhattan.  So  when 
Carl  Hathaway,  longtime  head  of 
Morgan's  pension  accounts,  was 
moved  way  up  to  the  45th  floor  in  a 
1980  management  shakeup,  he  quick- 
ly got  the  message.  Though  his  new 
title  was  grand — vice  chairman  of  the 
bank's  trust  and  investment  commit- 
tee— Hathaway  had  been  kicked  up- 
stairs. "I  wasn't  happy  in  an  aerie," 
says  Hathaway,  a  dapper  Ivy  Leaguer, 
who  had  been  named  a  senior  vice 
president  at  age  35  on  the  strength  of 
his  go-go  decision-making. 

Out  of  the  real  action  at  47, 
Hathaway  began  some  heavy-duty 
soul-searching.  "Late  one  night  be- 
tween 2  a.m.  and  4  a.m.  I  had  an  idea 
for  creating  a  new  investment  prod- 
uct," Hathaway  recalls.  "Right  then  I 
knew  that  I  had  to  do  it  on  my  own — 
that  if  I  didn't  leave  then,  I  never 
would." 

Up  went  the  shingle  of  Hathaway  & 
Associates,  money  manager.  Out 
went  the  days  of  lunching  amid  the 
paneled  wood  and  sterling  silver  of 


ing,  has  not  missed  the  opportunities 
in  such  mercurial  issues  as  Fleetwood 
Enterprises  and  the  Dayton-Hudson 
retailing  operation.  When  inal  rec- 
ords are  in  on  this  turn  in  the  market, 
though,  it  may  be  that  some  of  the  old 
guard  will  be  displaced  by  new  names. 
Consistent  past  performance  is  a  rea- 
sonable guide  to  the  future,  but  it  has 
to  be  continually  interpreted  in  terms 
of  changes  that  lend  color  and  defini- 
tion to  the  market.  ■ 


Morgan's  executive  dining  room.  Now 
Hathaway  makes  his  own  chicken  sal- 
ad sandwiches  on  paper  plates.  Instead 
of  looking  down  on  crowded  streets, 
he  gazes  out  from  his  rustic  office  onto 
the  masts  of  sailboats  on  Connecti- 
cut's Five  Mile  River.  Instead  of  a  daily 
stint  on  the  New  Haven  Railroad  in 
pinstripes  and  a  sincere  tie,  he  rides  to 
work  on  a  yellow  Schwinn  bike  in  a 
sweater  and  moccasins.  And  Carl 
Hathaway  is  a  happy  man. 

His  clients  are  happy,  too. 
Hathaway  is  investing  their  money  in 
small,  rapidly  growing  companies 
traded  mostly  over  the  counter.  That 
market  is  still  largely  untapped  by 
institutional  investors.  The  timing 
was  just  right.  In  1982,  the  firm's  first 
full  year  of  existence,  his  portfolio 
gained  over  30%,  substantially  more 
than  the  18.7%  increase  for  all  NAS- 
DAQ stocks  or  the  New  York  Stock 
Exchange's  14%.  Starting  from 
scratch  in  the  spring  of  1981,  he  now 
manages  close  to  $300  million. 

It  was  a  stunning  comeback  for 
Hathaway.  Mediocre  performance  in 
the  Seventies  had  badly  tarnished 
Morgan's  reputation  as  the  nation's 
premier  "  money  manager,  and 
Hathaway  himself  took  the  rap  for 
two  of  the  trust  department's  worst 


The  Money  Men 


Carl  Hathaway  has  come  a  long  way  from 
the  elegant  dining  rooms  at  Morgan  Guar- 
anty. These  days  his  fare  is  chicken  salad 
sandwiches  on  paper  plates — and  risky 
over-the-counter  stocks. 


Kicking  the  tires 
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¥>u  are  the  issue. 

At  Newsweek,  no  issue  is  more  important  to  us — 
than  you. 

Every  article  we  write,  we  write  with  you  in  mind. 
Because  every  article  you  read,  you  read  with  you  in  mind. 
That's  human  nature. 

And  that's  why  at  Newsweek,  we  know  that  the  ne^ 
means  nothing  unless  we  can  make  it  mean  something  to  yc 

When  a  decision  is  made  in  the  White  House,  you'n 
interested  in  what  it  means  in  your  house. 

When  things  get  moving  on  Wall  Street,  you're  inter 
in  what  it  means  on  your  street. 


£  NEWSWEEK.  1983 


When  we  write  about  divorce  or  infertility,  you're 
ssted  in  what  it  means  to  your  family  To  the  family  next 
And  to  all  families. 

And  when  we  take  a  look  at  unemployment  and  jobs,  or 
lefense  budget,  we  make  a  report  in  depth  that  can  help  the 
rnment  take  action.  And  help  you  take  action  to  help 
self. 

Whether  it's  an  international  story  or  a  fight  for  love  and 
r — it's  your  interest  we're  interested  in. 

Because  every  week  we  have  to  face  NGWSWQGk 
nost  important  issue.  You.  report  toyou. 


The  Money  Men 


decisions  in  those  years:  being  slow  to 
catch  the  runup  of  cyclicals  in  1975- 
76  and  then  underweighting  energy. 

But  a  lot  of  investment  people  re- 
membered that  Hathaway  had  first 
made  a  name  for  himself  running 
Morgan's  highly  successful  special 
situations  fund  in  the  Sixties,  largely 
on  the  strength  of  smallish  stocks. 
They  also  remembered  that  he  was 
one  of  the  first  on  Wall  Street  to  call 
the  bottom  of  the  1973-74  market 
(Forbes,  Oct  15,  W4).  So  Hathaway, 


however  low  his  star  had  sunk  at  Mor- 
gan, was  not  without  a  substantial 
reputation  in  the  money  management 
business.  Nor  did  it  hurt  that 
Hathaway  teamed  up  with  Stephen 
Laird,  another  Morgan  refugee  who 
had  built  a  record  for  distinguished 
investment  research. 

Thus  getting  business  wasn'i  much 
of  a  problem.  Hathaway  called  on 
only  12  potential  clients,  telling  them 
that  they. would  have  to  invest  a  mini- 
mum of  $25  million  to  get  his  ser- 
vices. "That  might  be  considered  an 
outrage,"  he  admits,  because  many 
small  investment  shops  will  accept 


Carl  Hathaway  of  Hathaway  &  Associates 

"Right  then  I  knew  that  I  had  to  do  it  on  my  own. 


$5  million  or  less.  But  thinking 
was  right — Hathaway  knew  whom 
was  courting.  Within  a  few  mon 
two  pension  funds  had  signed  up,  i 
his  roster  now  totals  five:  GTE  Cc 
Rockwell  International,  Champ 
International,  IBM  and  Alcoa, 
stopped  seeing  potential  clients  L 
ago,"  he  says. 

Hathaway  betrays  the  pleasure 
feels  in  his  newfound  freedom  as 
bounds  energetically  around  his 
but  simply  furnished  office  in  Row 
ton,  Conn.  "At  the  bank  I  got  dra 
into  managing  people  and  polic 
and  further  away  from  what  I  re; 
wanted  to  do — managing  money,' 
says.  "Here  all  we  do  is  decide  hov 
invest.  Out  of  that  purity  comes 
mendous  productivity."  The  ph 
rings  and  Hathaway  chats  with  a  ti 
er  at  Hambrecht  &  Quist.  He  wi 
up  gleaning  a  useful  tidbit  ab 
Dreyer's  Grand  Ice  Cream,  one 
Hathaway's  holdings. 

In  order  to  ensure  a  steady  flov 
information  about  small  compan 
Hathaway  has  cultivated  close  n 
tionships  with  regional  brokers.  Ri 
now  he  holds  positions  in  78  com 
nies  from  coast  to  coast,  in  everyth 
from  "tacos  to  technology,"  he  s; 
He  owns  over  5%  in  a  quarter  of  th 
companies.  Day-to-day  trad 
doesn't  interest  him  much. 

He  has  been  burned  on  occasion 
course.  For  instance,  four  of  his  pi 
were  in  the  oil  service  busin 
"Anything  with  a  taint  of  petrole 
has  been  a  disaster,"  he  admits. 

But  on  balance  he's  had  more 
than  downs.  One  of  Hathaway's 
winners  is  Paco  Pharmaceutical  ! 
vices  (1982  revenues,  $30  millii 
which  packages  drugs  for  compar 
like  Johnson  &  Johnson  and  Sm: 
Kline.  Hathaway  started  buying 
stock  in  August  1981  when  Paco  w 
public  at  $13.  The  stock  had  aire 
climbed  to  the  low  20s  when  the 
lenol  murders  started  wreaking  ha 
last  fall.  Now,  after  a  recent  3-fc 
stock  split,  it  sells  in  the  high  20s 

Hathaway  also  took  a  healthy  1 
of  Mexican  food  in  1981  before  it 
so  popular.  He  has  positions  in 
Chi-Chi's  chain  and  its  largest  ft 
chisee,  Kelley  Johnston  Enterpn: 
as  well  as  over  5%  of  Naugles.  T 
California-based  chain  was  selling 
low' $8  when  Hathaway  got  in;  to 
it  goes  for  $20. 

Now  an  entrepreneur  hims 
Hathaway  relishes  his  meetings  w 
the  entrepreneurs  who  run  the  sn 
companies  he  invests  in.  "The: 
nothing  like  kicking  the  tires," 
says — or  eating  the  tacos,  for  t 
matter.  ■ 
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Some  people  feel: 


"Why  should  I  wear  my  seat 
belt?  I'm  not  going  to 
have  an  accident" 


"I  was  a  good  driver.  I  had  never  had  a  ticket 
during  the  two  years  I'd  been  driving.  I  really  be- 
lieved nothing  could  happen  to  me.  But  a  five- 
minute  joy  ride  took  away  everything  I  had  except 
my  brain.  I  was  18  and  naive.  I  didn 't  know  what  a 
quadriplegic  was  until  I  became  one." 

-Jack  Burnett 


We  want  you  to  know: 

Most  of  us  feel  the  way  Jack  Burnett 
did  before  his  auto  accident  20  years  ago. 
And;  granted7  most  auto  trips  are  made 
safely  But  consider:  each  year  more  than 
50;000  people  die  and  nearly  two  million 
others  suffer  disabling  injury  in  motor  vehi- 
cle accidents.  That's  the  equivalent  of  a 
death  every  IO  minutes  and  a  disabling 
injury  every  16  seconds  of  every  day. 

By  far  the  largest  number  of  those 
deaths  and  injuries  are  suffered  by  young 
people  15-^4  years  of  age.  That's  why  Jack 
Burnett  talks  to  teenagers  and  tells  them 
how  cosdy  carelessness  behind  the  wheel 
can  be. 

Since  197°;  under  our  Association's 
sponsorship;  Jack  has  stressed  highway 
safety  to  hundreds  of  thousands  of  high 
school  students.  "I  speak  from  my  wheel- 
chair so  others  may  walk/'  he  says. 

Jack's  message;  of  course,  is  much 
about  what  not  to  do.  Don't  speed.  Don't 
race.  Don't  treat  a  car  like  a  toy. 

But  one  piece  of  advice  is  positive... 
something  teenagers  can  do.  Something  all 
of  us  should  do.  Use  seat  belts. 

Jack  Burnett  knows  that  only  IO  per- 
cent of  the  drivers  and  passengers  fasten 
their  seat  belts.  He  also  knows  what  can 
happen  when  a  driver  is  thrown  from  be- 
hind the  wheel  and  loses  complete  control 
of  the  car. 

If  Jack  had  been  wearing  a  seat  belt 
that  night  long  ago...well;  it's  too  late  for 
that  now 

But  it's  not  too  late  for  you. 

We're  working  to  keep 
insurance  affordable. 


This  message  presented  by  the  American  Insurance  Association,  85  John  Street,  New  York;  NY  10038 


Statistical  Spotlight 


Big  institutional  investors  are  married  to 
big-capitalization  stocks.  But  they  really 
love  a  ver\'  different  set  of  companies. 


The  other 
favorite  50 


There's  a  flaw  in  the  usual  lists 
of  institutional  favorites:  They 
rank  only  total  dollar  holdings. 
Obviously,  that  means  high-capital- 
ization stocks  predominate.  IBM's 
market  value  is  $54  billion,  and  every- 
body knows  it's  a  good  company;  so, 
of  course,  institutions  own  a  lot  of  it. 
Similarly  with  AT&T,  Exxon  or  GE. 
You  could  write  most  of  the  list  in 
your  sleep. 

There's  another,  more  interesting 
way  to  cut  the  apple:  Which  compa- 


nies do  institutional  investors  like  so 
well  that,  regardless  of  capitalization, 
they  have  bought  up  most  of  the  avail- 
able shares?  Put  it  this  way:  What  are 
the  stocks  they  really  want,  aside 
from  those  that  can  safely  absorb  huge 
amounts  of  investment  money? 

To  generate  the  list,  we  sought  the 
aid  of  Micro/Scan,  a  product  of  ISYS 
Corp.  in  Cambridge,  Mass.  This  prod- 
uct makes  it  possible  to  screen  a  52- 
item  financial  database.  The  1,400 
stocks  cover  virtually  all  the  compa- 


nies with  important  institutiona 
lowings.  These  are  not  flukes;  co! 
nies  did  not  make  this  list  if  cour 
of  controlling  blocks  was  nccessa 
put  them  on.  They  are  here  becau 
passive  investors. 

Below,  the  institutions'  favorii 
are  shown  by  percentage  of  ov 
ship.  Banks,  mutual  funds  and  c 
professional  money  managers  o1 
minimum  of  64%  of  the  share 
each  of  these  companies.  In  conl 
the  average  company  depicted  b] 
database  produced  by  the  Ford  In 
ment  Service  is  31% -owned  by  i 
tutional  holders. 

Nor  are  they  here  for  being  hot 
high-tech  companies  with  no  I 
Most  of  the  50  made  the  Forbes  i 
ing  of  the  500  largest  companu 
market  value  last  May;  20  of  I 
were  capitalized  at  over  SI  bi 
then,  and  the  market  has  gone  up 
stantially  since.  A  few,  like  A 
make  the  list  whether  you  count 
lars  or  percentage  of  ownership. 

Nevertheless,  this  is  an  entirel' 
ferent  picture  of  what  institu 
want.  Gone  are  General  Motors 
Ford.  Gone  also  are  all  the  oil  co: 
nies  except  Lubrizol,  number  35 
Even  IBM  doesn't  make  the  gradi 
stitutions  hold  only  54%). 

Which  ones  do?  A  great  vane 


Bought  up  by  the  big  boys 


Institutional  investors  are  so  anxious  to  own  shares  in 
these  companies  that  they  have  acquired  most  of  the 


outstanding  stock.  Most  of  the  shares  have  been  fun 
own  until  now,  but  remember  Mattel. 


 Price   5-year        Current  Share 

— %  held  by  funds —  12  months    — Latest  12  months —      earnings      return  on  stan 


Company 

recently 

May  1982 

recent 

%  change 

EPS 

P/E 

growth  rate 

equity 

(mill 

AMP 

90% 

87% 

73V2 

47% 

$  3.50 

21 

10.7% 

17.3% 

3C 

Northwest  Airlines 

85 

81 

47 '/4 

107 

0.20 

NM 

-22.8 

0.5 

22 

Lockheed 

83 

52 

90 

80 

10.96 

8 

-44.6 

NM 

U 

Gannett 

80 

77 

57  Vi 

76 

3.35 

17 

13.8 

19.4 

55 

Rite  Aid 

79 

46 

45  Vi 

65 

3.13 

15 

16.4 

17.7 

U 

Digital  Equipment 

78 

78 

121% 

38 

6.95 

18 

18.2 

11.5 

55 

Mattel 

78 

47 

14% 

15 

3.59 

4 

8.4 

26.8 

17 

Nalco  Chemical 

77 

74 

30% 

24 

1.77 

17 

10.8 

19.7 

4C 

General  Re 

76 

76 

56  Vi 

39 

4.56 

12 

16.8 

18.6 

4f 

Associated  Dry  Goods 

74 

72 

44% 

57 

3.83 

12 

6.7 

8.5 

U 

Bausch  &  Lomb 

74 

64 

41'  s 

-16 

2.48 

17 

-1.2 

4.9 

u 

Ryder  System 

74 

64 

47% 

78 

3.85 

12 

9.1 

14.5 

21 

ACF  Industries 

72 

71 

33% 

-8 

5.36 

6 

3.5 

11.5 

i 

American  Broadcasting 

72 

68 

54 

64 

5.65 

10 

6.5 

15.0 

IS 

Consolidated  Freightways 

72 

75 

49% 

45 

4.34 

11 

10.0 

11.5 

U 

Capital  Cities  Comm 

71 

68 

125 

71 

6.85 

18 

17.2 

17.0 

13 

Texas  Instruments 

71 

66 

176 

123 

5.86 

30 

1.9 

10.1 

24 

Automatic  Data  Proc 

70 

70 

35  % 

41 

1.73 

20 

14.6 

15.4 

34 

Data  General 

70 

72 

48 

-9 

1.83 

26 

-4.4 

4.6 

11 

Delta  Air  Lines 

70 

62 

46 

80 

-0.07 

NM 

-13.8 

NM 

4C 

NM:  Not  meaningful 

Sources  Micro 

Scan;  fSYS  Corf).  Standard  c- 

Pool 
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Bought  up  by  the  big  boys 


-Price  

5-year 

Current 

Shares  out- 

—%  held  by  funds — 

12  months 

— Latest  12  months — 

earnings 

return  on 

standing 

Company 

recently 

May  1982 

recent 

%  change 

EPS 

P/E 

growth  rate 

equity 

(millions) 

Eli  Lilly 

/  KJ  /O 

A  7% 

o  /  /o 

62% 

10% 

1  Z 

9.9% 

19.1% 

76 

McDonald's 

70 
/  kj 

oo 

59 

42 

A  flfl 
<+.oo 

1 Z 

15.6 

18.1 

60 

Medtronic 

70 

/  KJ 

oo 

50% 

37 

3  1  7 

1  A 
10 

20.3 

18.0 

16 

Aetna  Life  &  Casualty 

69 

61 

34% 

-23 

6.14 

6 

4.6 

15.6 

94 

Watkins-fohnson 

69 

67 

64  Vi 

132 

2.66 

24 

8.2 

10.8 

3 

Betz  Laboratories 

AS 

OD 

36% 

25 

1  Q~K 
1  .y& 

1  o 

13.6 

21.2 

16 

Chemed 

AS 
uo 

A  7 

33% 

45 

i  on 

1  .oU 

1  o 

NA 

27.7 

8 

E-Systems 

AS 
oo 

AS 
oo 

46  Vi 

96 

Z.Z  1 

Zl 

2.8 

17.0 

14 

Honeywell 

68 

67 

90% 

22 

12.66 

7 

14.2 

13.6 

22 

Diebold 

67 

64 

81% 

54 

4.73 

17 

27.1 

21.1 

9 

Armstrong  World 

AA 

C7 

J  / 

22% 

54 

n  7/^ 
u .  /  o 

zv 

-6.4 

3.3 

25 

Baxter  Travenol  Labs 

66 

63 

47s/8 

36 

1  0 

14.8 

15.5 

71 

Chubb 

AA 
oo 

fi.i 

47'/2 

4 

Q 

o 

4.0 

11.1 

12 

Dun  &  Bradstreet 

66 

62 

102% 

61 

4.89 

21 

16.4 

27.2 

27 

Lubrizol 

66 

63 

19'/2 

-11 

1.51 

13 

2.7 

12.3 

39 

Ogilvy  &  Mather 

66 

64 

47% 

55 

}  ilA 

l  d 

5.4 

15.0 

4 

Travelers 

66 

KJKJ 

A^ 

O  J 

23Vs 

4 

i  A7 

7 

5.0 

10.5 

84 

Whirlpool 

AA 

fi,A 

OH 

44 

73 

}  OA 

1  X 
1 0 

3.7 

13.6 

36 

AMR 

65 

64 

21% 

110 

-1.87 

NM 

-40.5 

NM 

35 

Continental  Illinois 

65 

62 

21% 

-40 

2.92 

7 

0.5 

6.8 

40 

General  Mills 

65 

62 

46% 

35 

d  ^A 

H.JO 

11.1 

17.5 

50 

RH  Macy 

65 

63 

597/s 

128 

l  d 

17.1 

17.5 

33 

Philip  Morris 

65 

64 

58% 

20 

A  1  9 
O.  1  z 

i  n 

16.1 

20.2 

126 

Raychem 

65 

67 

74 

40 

3.14 

24 

NA 

10.6 

9 

SmithKline  Beckman 

65 

64 

67% 

0 

5.51 

12 

25.3 

26.5 

83 

VF  Corp 

65 

69 

41'/2 

127 

4.60 

9 

21.3 

24.4 

16 

American  Hosp  Supply 

64 

52 

397/8 

47 

2.69 

15 

13.6 

15.9 

73 

Citicorp 

64 

63 

35  V* 

40 

6.03 

6 

8.7 

16.1 

126 

Walt  Disney 

64 

60 

67% 

38 

3.01 

22 

4.4 

7.8 

33 

Monsanto 

64 

66 

83Va 

23 

8.92 

9 

0.7 

10.4 

40 

NA:  Not  available.    NM:  Not  meaningful. 


Sources  Micro/Scan;  ISYS  Corp;  Standard  &  Poor' 


ndamentally  sound  companies, 
ell  known  either  generally  or  in 
ieir  industries.  For  obvious  reasons, 
stitutions  like  to  play  it  safe. 
Consider  the  hit  parade  leader, 
MP,  Inc.,  a  nice  company  near  Har- 
sburg,  Penna.  that  makes  electrical 
innectors,  $1.2  billion  worth  last 
:ar.  Connectors?  It  seems  one  of  the 
g  markets  for  connectors  is  comput- 
s;  the  more  computers  there  are,  the 
ore  connectors  are  needed.  And  per- 
mal  computers  are  proliferating  like 
azy.  So  institutions  own  a  startling 
)%  of  this  stock.  Not  even  a  poor 
ecember  quarter — it  only  happens 
recessions — was  able  to  shake 
iem  loose. 

Then  there's  Northwest  Airlines,  a 
ire-bones-overhead,  union-free  air- 
ne  that  has  not  been  shy  about  keep- 
g  the  northwest  quarter  of  the  U.S. 
rgely  to  itself  as  a  market.  Institu- 
ans  like  that  one,  85%  worth. 
By  industry,  the  pattern  is  scat- 
red.  Three  airlines,  a  newspaper 
lain,  a  financial  publisher,  several 
surancc  companies,  two  broadcast- 
s,  several  computer-related  compa- 
es,  an  ad  agency  (Ogilvy  &  Mather), 
i  apparel  manufacturer  (VF  Corp.), 


McDonald's — nothing  if  not  eclectic. 

They  haven't  been  doing  badly  at 
all.  Collectively,  the  50  have  gone  up 
44%  in  the  past  12  months,  while  the 
NYSE  index  rose  23.1%.  Their  collec- 
tive return  on  equity  (excluding  two 
deficits)  stands  at  14.2%,  vs.  12.7% 
for  the  1,002  companies  reviewed  last 
month  in  the  Forbes  35th  Annual 
Report  on  American  Industry.  They 
cost  more,  though:  The  average  P/E  is 
around  15,  compared  with  the  current 
12  on  the  Wilshire  index  of  5,000 
stocks. 

Some  of  the  gains  last  year  were  big: 
AMR,  VF  Corp.  (Lee  blue  jeans,  which 
has  sailed  through  the  recession  with 
earnings  gains),  R.H.  Macy,  Watkins- 
Johnson  and  Texas  Instruments  all 
gained  at  least  100%. 

Money  managers  are  hardly  infalli- 
ble, though:  Six  of  the  50  were  down 
for  the  year.  Why  would  they  want  to 
own  so  much  of  Continental  Illinois, 
anyway? 

For  most  of  these  companies,  insti- 
tutional ownership  has  been  rather 
stable.  But  a  few  noticeable  changes 
have  taken  place  recently.  Lockheed, 
now  at  83%,  is  up  from  52%  in  May — 
a  31 -point  gain  in  just  six  months. 


Evidently  the  institutions  were 
pleased  enough  when  this  largest  U.S. 
defense  contractor  finally  discontin- 
ued its  loss-plagued  L-1011  commer- 
cial jetliner  to  sink  over  $300  million 
into  this  one  stock  alone. 

Rite  Aid  was  another  big  winner. 
The  institutions  raised  their  position 
on  this  fast-growing,  very  profitable 
drugstore  chain  from  46%  to  79%  and 
in  the  meantime  bid  the  stock  price 
up  65%. 

Institutions  don't  guarantee  their 
own  success,  though:  They  went  from 
47%  to  78%  of  Mattel,  the  toy  and 
video  game  maker,  and  ran  it  up  to  31, 
only  to  see  it  collapse  to  around  15. 
The  original  47%  are  still  ahead  of  the 
game,  but  it  must  have  been  a  chas- 
tening experience  for  most  of  the 
newcomers. 

Which  makes  a  point  of  caution 
about  these  companies  worth  remem- 
bering. Even  though  heavy  institu- 
tional sponsorship  is  a  wonderful 
thing  on  the  way  up,  if  the  romance 
ever  goes  sour  you  will  be  far  happier 
for  having  sold  too  soon.  When  the 
end  comes,  the  big  boys  can  draw  a  big 
line  downward  on  the  price  charts 
very  quickly.  ■ 
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fn  ih,  opinion  ql  /1/«t«v  Mtirbuni.  Hand  counsel,  under  existing  statutes,  regulations  and  tin  tstons,  interest  tm  the Series  1983  titmds  i  rill  be  exempt  from  Federai  Incomes  to. 
•  wept  us  provided  by  Serf  fun  KXitbH  W)oJ  the  Internal  Herein  ur  Code  oj  19&4.  asamendetl.  astattnyql  the  Series  l983liottchi  Held  by  a  person  who  la  a  "substantial  user"q\ 
the  Facilttuai  by  a  related  person '.and.  buthetermsol  the  Northeast  Mainland  Waste  lhspt>sul  Authority  Act,  the  Series  I983lk>nd#,  then  transfer  the  interest  pqyabU' 
i  hen -oil  and  ami  inennie  denied  therelram.  int  ludintf  <1IU/ prat  it  realized  in  the  Stile  at  c\t  hantic  thereof.  shtill  at  all  times  he  exempt  Irani  taxation  a\  event  W/ld 
and  nainre  ivhalstH-verhtt  the  State  ql  Maryland  ttrbyunyql  its  political  sntxtirisions.  iniinuipal  t  aqtarntions.  arpuhht  OtfeiU  lesnlani/ kind,  hat  no  opinion 
is  expressed  ivith  respeit  to  Man/land  estate  ai  inheritance  taxes  tn  Man/land  It  exes  Oil  fmrimtat  Institutions  measured  l>ii  income  or  ami  ttthet 
Maryland  (macs  not  leviett  tu  assessed  directly  oil  the  Senes         Hands,  their  transfer  m  the  Income  therelram 
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Kaunas 


Moody's:  Con 
Standard  &  Poor's:  Ap 


$190,765,000 
Northeast  Maryland  Waste  Disposal  Authority 

Resource  Recovery  Revenue  Bonds 

(Southwest  Resource  Recovery  Facility),  Series  1983 


Dated  January  I.  1983 


Due:  January  1  ■  as  shown  bel 


I  he  Series  1 983  Bonds  are  being  issued  to  finance  a  portion  of  the  cost  of  constructing  a  solid  waste  disposal,  resource  recovery  and  electric  generation  facility  tc 
located  in  the  City  of  Baltimore,  Maryland,  and  to  be  constructed,  owned  and  operated  by 

Baltimore  Refuse  Energy  Systems  Company, 

Limited  Partnership 

(An  Affiliate  of  AWheelabrator-Fryelnc.) 

The  Series  1983  Bonds  are  issuable  as  coupon  bonds  in  the  denomination  of  $5,000,  registrable  as  to  principal  only,  or  registered  bonds  without  coupon: 
denominations  of  $5,000  or  any  integral  multiple  thereof  and  interchangeable  as  provided  in  the  Resolution.  Interest  from  January  1 ,  I  983,  is  payable  semi-annu 
on  January  1  and  July  1 ,  commencing  July  1,  1  983.  The  principal  of  coupon  Series  I  983  Bonds  (unless  registered)  and  interest  thereon  are  payable  at  the  princi 
office  of  Maryland  National  Bank  (the  "Trustee")  in  Baltimore,  Maryland,  or,  at  the  option  of  the  bearer,  at  the  corporate  trust  office  of  The  Chase  Manhattan  Bank,  N 
in  the  Borough  of  Manhattan,  City  and  State  of  New  York.  Principal  of  registered  Series  1983  Bonds  is  payable  at  the  principal  office  of  the  Trustee.  Interest 
registered  Series  1983  Bonds  without  coupons  is  payable  by  check  mailed  to  the  registered  owner. 

The  Series  1983  Bonds  are  redeemable  prior  to  their  maturities  as  more  fully  described  in  the  Official  Statement. 

The  Series  1  983  Bonds  are  limited  obligations  of  the  Authority  payable  solely  from  the  Revenues  pledged  under  the  Resolution  and.  to  the  extent  provided  in 
Resolution,  the  proceeds  of  the  Series  1  983  Bonds.  Neither  the  faith  and  credit  nor  the  taxing  power  of  the  State  of  Maryland  or  of  any  political  subdivision  thereof  c 
the  Authority  is  pledged  to  the  payment  of  the  principal  of  or  the  interest  on  the  Series  1983  Bonds.  The  Authority  has  no  taxing  power. 


$50,865,000  Serial  Bonds 


Due 

Amount 

IXte 

\  .mi 

Due 

$1,875,000 

1988 

7  % 

$4,415,000 

1991 

8'  4% 

$6,315,000 

1995 

3,740,000 

1989 

Vh 

4.810.000 

1992 

6.950.000 

1996 

4.060,000 

1990 

8 

5.255,000 

1993 

8>4 

7.690.000 

1997 

5.755,000 

1994 

9 

9'  *<■ 
9'; 

9<4 


$39,840,000  10%  Term  Bonds  due  January  1,  2001 
$100,060,000  10'/8%  Terni  Bonds  due  January  1 ,  2007 

Price  of  all  Bonds:  100% 

(Plus  accrued  interest  from  January  1.  1983) 


til v 


//./< 


Hie  Series  UMMIondsdrc  offered  whcn.usund  it  issued  Ihi  the  Atuhnriiii  tmtl  accepted  hi/ the  I 
in  the  cipproml  ol  their  UfitilU}i  In/  Piper  fit.  Marlmni.  Ikdtihiore.  Man/tutul.  Ihiitd  t  'nuiisel.  which  will  alsa  /xis.s  tin 
cert<tin  let/at  mailers  I'ortlieAiUllorilti. Certain  leqld  mailers  trill  l>e  passed  U(>tin  for  the  I  ndenrriterslni  I  it  turn.  Wixxl. 
leey,  Mitchell <\'.  I'eltij.  New  York.  New  York.  (utdJorthet'amptniyttndMiceldlmiior  I'rtielnc.  buDelx'i'oiseiK-.i'liinplon. 
•Veil'  Yorif.  New  York  (aid  1)1)  Vetxttbli'.  iiaetier  and  Howard.  liallminre  Man/land.  Ii  is  expected  that  ilie  Series  litKI 
Hands  in  dclimlwc  lorm  will  l>e  ai<ailal>tc  for  deliccni  in  New  'link  New  'link  an  at  alunii  I'elmiani  17  h)s;i 

I  his  announcement  is  not  an  olfer  to  sell  or  a  solicitation  ol  an  oiler  to  buy  these  securities.  I  he  offering  is  made  only  by  the  t  Hficial 
Statement,  copies  ol  which  may  he  obtained  in  jurisdictions  in  which  this  announcement  is  circulated  from  only  such  ol  the 
undersigned  or  other  brokers  or  dealers  as  may  lawfully  offer  the  Series  1  9X3  Bonds  in  such  jurisdictions.  I  he  publii  ation  ol  ihis 
announcement  does  not  imply  that  Series  1  983  Bonds  are  or  will  he  available  In  the  general  public  from  the  under  w  ritiny  ^\  ndicate 
as  such.  Bonds  ol  particular  maturities  ma)  or  may  not  lie  available  fn  im  the  undersigned  or  others  at  the-  abo\  e  prii  eson  and  after 
the  date  of  this  announcement. 


Alex.  Brown  &  Sons 


Lazard  Freres  &  Co. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merr.ll  Lynch,  Pierce.  Kenner  &  Smith  Incorporated 


Baker,  Watts  &  Co. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Legg  Mason  Wood  Walker 


Bear,  Stearns  &  Co. 

A.  G.  Edwards  &  Sons,  Inc 


Blyth  Eastman  Paine  Webber 

The  First  Boston  Corporation 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Salomon  Brothers  lnc 
Warburg  Paribas  Becker 

A.  C.  Becker 

Ferris  &  Company 

Incorporated 

R.  W.  Corby  &  Co.,  Inc. 

January  19.  1983 


Dillon.  Read  &  Co.  Inc. 

Glickenhaus  &  Co. 


Matthews  &  Wright,  Inc. 


John  Nuveen  &  Co. 

Incorporated 

Shearson  American  Express  Inc. 

Wertheim  &  Co.,  Inc. 
Folger  Nolan  Fleming  Douglas  Johnston,  Lemon  &  Co. 

Incorporated  Incorporated 

Riviere  Securities  Corporation 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

E.  F.  Hutton  &  Company  Inc. 
Prudential-Bache 


Drexel  Burnham  Lamb 

Incorporated 

Kidder,  Peabody  &  ( 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towl 
Thomson  McKinnon  Securities  Ii 
Dean  Witter  Reynolds  Ii 
Bellamah.  Neuhauser  &  Barrett,  Ii 
Chapin,  Davis  &  Co.,  Ii 


Capital  Markets 


The  threat  of  default,  creating  juicy  yields 
over  20%,  is  precisely  the  kind  of  oppor- 
tunity alert  and  hardy  investors  look  for. 

WOBBLING  WPPSS 


By  Ben  Weberman 


Back  in  the  early  1970s,  when  both 
the  population  and  energy  con- 
sumption of  the  Pacific  Northwest 
looked  to  go  on  growing  forever,  23 
Washington  State  electric  utilities 
formed  the  superagency  called  the 
Washington  Public  Power  Supply 
System.  Its  purpose  was  to  finance 
five  huge  nuclear  plants.  WPPSS 
contracted  to  supply  future  power 
to  its  members,  as  well  as  to  other 
utilities  all  over  the  Northwest. 
Then,  on  the  strength  of  those 
agreements,  it  issued  $8.3  billion 
worth  of  tax-exempt  bonds.  Interest 
rates  were  attractive,  and  investors 
lapped  them  up. 

Then  electricity  consumption 
stopped  growing.  Population  lev- 
eled off.  Now  some  of  WPPSS'  cus- 
tomer utilities  are  trying  to  renege 
on  their  contracts.  They  don't  need 
the  power,  and  if  they  accept  it,  they 
will  have  to  raise  consumers'  elec- 
tric rates  by  up  to  80% .  So  far,  only 
one  nuclear  plant — project  2 — is 
anywhere  near  completion.  Project 
1  has  been  delayed  and  project  3 
faces  the  possibility  of  construction 
delays;  projects  4  and  5  have  been 
abandoned  after  construction  was 
already  under  way. 

And  what  of  the  bonds? 

There  are  five  separate  projects 
for  which  WPPSS  bonds  were  is- 
sued. But  most  people  talk  about 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


projects  1,  2  and  3  as  a  single  group 
because  they  are  backed  by  con- 
tracts with  the  Bonneville  Power 
Administration.  Projects  4  and  5  are 
a  second  group.  The  difference  is 
significant.  Bonneville,  which 
stands  behind  the  first  group,  is  an 
agency  of  the  federal  government 
and  has  a  large  cash  flow  from  its 
low-cost  hydroelectric  power.  It 
will  have  no  trouble  making  good 
on  its  commitments  to  1,  2  and  3, 
which  are  still  considered  invest- 
ment grade. 

But  projects  4  and  5  face  rebel- 
lious utilities  in  at  least  1 1  different 
federal  and  state  courts  in  Oregon, 
Washington  and  other  Northwest 
states. 

At  first  glance,  the  issue  looks 
simple:  The  utilities  signed  con- 
tracts to  pay  for  power,  whether 
they  used  it  or  not,  and  they  must 
honor  them. 

Not  necessarily.  Last  September 
an  Oregon  judge  ruled  that  munici- 
palities in  his  state  lacked  authority 
to  enter  into  the  WPPSS  contracts 
in  the  first  place.  Chemical  Bank, 
trustee  for  the  bondholders  of  proj- 
ects 4  and  5,  came  up  with  a  novel 
counterattack:  If  the  local  munici- 
pal utilities  did  indeed  sign  con- 
tracts without  authority,  then  they 
committed  fraud.  So,  nothing  is 
simple. 

As  long  as  WPPSS  is  being 
dragged  through  the  courts  like  this, 
many  analysts  won't  even  give  you 
an  opinion  on  the  bonds  except  to 
say  you  shouldn't  touch  4s  and  5s 
with  a  10-foot  pole. 

But  think  for  a  moment.  Isn't  this 
precisely  the  kind  of  situation  that 
creates  opportunity  for  alert  inves- 
tors? Analysts  and  professional 
managers,  finding  discretion  the 
better  part  of  valor,  are  staying 
away.  Which  makes  the  bonds 
cheap  for  those  who  think  the  bond- 
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holders  eventually  will  win  the  day. 
I  am  not  recommending  these 
bonds  for  investors  without  strong 
stomachs  for  interim  bad  news.  But 
for  the  stout  of  heart,  4s  and  5s 
paying  a  tax-free  yield  of  up  to  23% 
are  a  generous  speculative  invest- 
ment. The  1,  2  and  3  bonds  are  now 
yielding  about  12.25%,  compared 
with  9%  to  9.5%  for  high-quality, 
long-term  tax-exempts. 

Make  no  mistake:  The  possibility 
of  default  must  be  accepted  at  the 
outset.  Suppose  they  default?  You 
might  have  to  carry  them  for  a  few 
years,  if  necessary  without  a  cash 
return.  But  with  the  12.5%  coupon 
4s  and  5s  due  2010,  trading  at  54,  to 
yield  23.75%,  the  risk  seems  worth 
taking. 

Remember  that  it  is  possible  for 
the  bonds  to  go  into  default  without 
WPPSS  itself  going  into  bankruptcy. 
Under  federal  law,  creditors  can't 
push  a  municipal  corporation  over 
the  brink  as  they  can  a  corporation 
or  an  individual;  bankruptcy  is  vol- 
untary only. 

The  Is,  2s  and  3s  are  probably  safe 
from  default — although  it  is  con- 
ceivable that  some  judge  might 
throw  them  into  technical  default. 
The  threat  of  actual  default  hangs 
mostly  over  the  4s  and  5s,  but  para- 
doxically, that  is  why  I  don't  recom- 
mend fresh  purchase  now  of  the 
project  1,  2  and  3  bonds.  They  could 
be  hammered  down  much  further  if 
their  brother  bonds  should  go  bad. 

So  if  you  don't  want  to  speculate 
in  these  issues  now,  here's  a  sugges- 
tion: Should  default  occur,  all  of  the 
issues,  Is,  2s  and  3s,  as  well  as  the 
4s  and  5s,  would  drop  sharply  in 
price.  At  that  point  they  all  would 
be  promising  speculations.  So,  put 
this  column  in  your  tickler  file. 

Some  who  own  WPPSS  bonds 
now  may  consider  selling  them  for  a 
tax  loss  and  then  reinvesting  in  a 
different  issue  of  WPPSS.  If  so,  be 
sure  to  avoid  wash-sale  penalties  by 
the  IRS;  the  issues  sold  should  differ 
from  those  you  buy  in  several  re- 
spects— but  not  necessarily  all — in- 
cluding coupon,  maturity,  yield  and 
project. 

Remember,  too,  this  is  a  buyers 
market  in  the  WPPSS  issues.  Many 
more  investors  are  trying  to  sell 
than  are  trying  to  buy.  Therefore, 
hang  tough.  If  you  are  a  buyer,  don't 
just  take  your  broker's  quote.  You 
may  get  a  better  price.  ■ 
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The  government  imposed  a  55-mph  speed 
limit  on  cars,  not  computers.  Why,  then, 
are  computer  owners  going  so  slowly? 

"DON'T  FAIL 
ME  NOW" 


By  Srully  Blotnick 


WW'  1 


*1 


Are  we  in  the  early  stages  of  a  tech- 
nology bust?  Strange  as  this  may 
sound  at  a  time  when  the  nation 
seems  to  have  gone  computer  crazy, 
a  good  many  scientists  are  starting 
to  worry  about  just  that. 

Their  concern  stems  from  the 
massive  switch  in  the  computer 
business  from  a  customer  base  con- 
sisting of  a  handful  of  large  institu- 
tional buyers  to  millions  of  smaller 
ones.  The  computer  finally  has  be- 
come a  piece  of  mass-market  elec- 
tronics, much  like  video  recorders. 
Why  is  that  a  problem?  A  basic  rule 
of  business  is  that  risk  accompanies 
opportunity.  In  this  instance,  the 
risk  affects  not  only  the  companies 
in  the  field,  but  the  entire  country, 
thanks  to  the  expanding  economic 
importance  of  this  industry.  Its 
health  will  soon  play  a  decisive  role 
in  determining  the  U.S.'  interna- 
tional competitive  position. 

The  risk  in  dealing  with  the  mass 
market  is  always  a  simple  one:  The 
mob  is  fickle.  What  intrigues  it  to- 
day may  leave  it  indifferent  tomor- 
row. This  time  the  fickleness  could 
produce  a  national  disaster.  The 
U.S.  has  unwittingly  invested  a  ma- 
jor portion  of  its  capital — and  even 
more  important,  its  hopes — in  this 
area.  That's  why  some  thoughtful 

Dr.  Srully  Bloinick  is  a  research  ps\c/.iologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


workers  in  the  field  are  beginning  to 
pray  quietly:  "Don't  fail  me  now." 

How,  specifically,  do  they  see  a 
failure  occurring?  The  consensus 
view  is  as  follows:  "A  Ferrari  is  ex- 
citing, but  how  exciting  would  it 
continue  to  be  if  the  only  place  you 
could  use  it  were  your  driveway? 
Well,  that's  exactly  what  is  happen- 
ing with  way  too  many  of  the  com- 
puters now  being  bought.  Car  or 
computer,  people  are  eventually  go- 
ing to  get  tired  of  just  looking  at  the 
thing  and  bragging  about  it  to  their 
friends.  Then,  the  fad  will  pass. 
Computer  manufacturing  plants 
will  close.  Only  a  minuscule  pro- 
portion of  computer  buyers  are 
making  good  use  of  the  machine's 
capabilities.  They  don't  know 
enough  about  programming  to 
make  the  machine  rectify  perform." 

"Well,  suppose  everyone  learned 
BASIC?"  I  asked. 

The  overwhelming  majority  had  a 
better  idea:  "BASIC  is  a  very  easy 
language  to  learn,  but  it  would  be 
enormously  better,  a  dream  come 
true,  if  everyone  learned  Pascal, 
which  is  far  superior  and  just  as  easy 
to  master." 

Since  last  summer  I,  therefore, 
have  been  collecting  the  opinions  of 
everyone,  from  teachers  and  hob- 
byists to  investors  and  small  busi- 
ness owners,  who  knows  Pascal  to 
see  which  books  they  consider  best. 
A  tally  of  the  nearly  1,600  replies 
shows  the  following: 

For  people  who  know  nothing  at 
all  about  computers  or  computer 
programming,  the  best  place  to  be- 
gin is  R.  Pattis'  Karel  the  Robot:  A 
Gentle  Introduction  to  the  Art  of  Pro- 
gramming (John  Wiley,  $8.95).  You 
don't  need  a  computer  to  read  this 
book  (or  the  others  about  to  be  men- 
tioned). By  learning  how  to  move  a 
robot  through  the  streets  of  a  small 
town,  you  come  to  understand  how 


programming  instructs  a  comput 
to  do  what  you  want  it  to. 

Pattis'  book  is  about  prograi 
ming  but  doesn't  actually  teach  t 
language.  The  elementary  text  th 
received  the  top  rating  in  our  surv 
was  Arthur  Keller's  A  first  Course 
<  omputer  Programming  with  I'asc 
(McGraw-Hill,  S14.95).  The  bo. 
received  high  praise  ("Very  cle 
and  easy  to  read")  from  everyo 
from  1 7  to  70.  It  is  suitable  even  a 
high  school  text. 

After  Keller's  book,  the  next  st 
should  be  A  Primer  on  Pascal  by  Cc 
way,  Goes  and  Zimmerman  (Litt 
Brown,  $20).  The  consensus  vie 
"This  book  will  help  you  deep 
your  understanding  of  the  langua 
once  you've  learned  the  element: 
For  those  who  already  know  BASI 
a  good  way  to  learn  Pascal  fast 
Quick  Pascal  by  D.  Matuszek  (Jol 
Wiley,  $11.95). 

One  work  that  was  highly  rat 
by  advanced  students  was  the  s< 
ond  edition  of  Pascal — User's  Mam 
and  Report  | Springer- Verlag,  $10.: 
by  K.  Jensen  and  N.  Wirth.  That 
hardly  surprising  since  one  of  t 
coauthors,  Nikolaus  Wirth,  invei 
ed  the  language. 

To  see  what  the  language  c 
really  do,  serious  students  will  wa 
to  learn  about  data  structures — ti 
is,  such  things  as  lists,  stacl 
queues,  trees,  sets,  records,  reci 
sion,  sorting  and  searching.  T 
three  top-rated  texts,  all  very  w 
written,  are:  Data  structures  and . 
gorithms  by  A.  Aho,  et  al.  (Addisc 
Wesley,  $28.95);  Advanced  Progra 
ming  and  Problem  Solving  with  Past 
by  G.  Schneider  and  S.  Bruell  (Jol 
Wiley,  $26.95);  and  Data  Structu 
I  sing  Pascal  by  A.  Tenenbaum  a 
M.  Augenstein  (Prentice-Ha 
$25.95).  As  the  authors  of  the  fii 
work  comment,  "The  only  prere 
uisite  we  assume  is  familiarity  wi 
some  high-level  programming  la 
guage  such  as  Pascal." 

Finally,  people  with  a  backgrou: 
in  probability  theory  rated  the  st 
ond  edition  of  R.  Cooper's  Introdt 
Hon  to  Queueing  Theory  (North-Hi 
land  Publishing  Co.,  $27)  the  best 
clearest  and  most  user-friendly 
book  on  the  subject. 

Summing  up:  Buying  a  comput 
and  not  learning  to  program  it  pre 
erly  not  only  wastes  money,  it  al 
stands  a  good  chance  of  eventual 
harming  the  nation's  economy.  ■ 
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T-bond  options  permit  speculators  to 
take  up  highly  leveraged  positions  on  the 
direction  that  interest  rates  will  move 
without  the  risk  of  margin  calls. 

IT'S  YOUR  OPTION 


By  Stanley  W.  Angrist 


It  is  an  uncontested  fact  that  in  the 
last  few  years  opportunities  for 
speculators  have  multiplied  at  an 
unbelievable  rate.  This  situation 
has  both  its  pluses  and  its  minuses. 
While  it  gives  us  more  choices,  it 
also  makes  us  learn  more  tech- 
niques. For  it  is  also  true  that  the 
profits  will  flow  to  the  better  in- 
formed traders. 

One  of  the  most  successful  of 
these  new  instruments  is  the  op- 
tions now  offered  on  Treasury-bond 
futures  contracts  traded  on  the  Chi- 
cago Board  of  Trade.  These  are  not 
to  be  confused  with  the  less  widely 
traded  options  on  cash  T-bond  trad- 
ed on  the  Chicago  Board  Options 
Exchange. 

Options,  like  futures,  are  con- 
tracts involving  a  buyer  and  a  seller. 
Unlike  a  futures  contract,  the  pur- 
chaser of  an  option  on  a  bond  fu- 
tures contract  has  the  right — but  not 
the  obligation — to  assume  a  long  or 
short  position  in  one  T-bond  futures 
contract.  If  the  holder  of  the  option 
exercises  his  option,  his  futures  po- 
sition will  be  at  the  exercise,  or 
strike,  price  of  the  option  he  bought. 
The  right  to  exercise  exists  up  until 
about  a  month  before  the  futures 
contract  expires.  Once  a  buyer  pays 
the  premium  for  his  option,  he  is 
under  no  further  obligation  to  do 

Stanley  W  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  obsetrer  of  the 
commodity  markets. 


anything,  nor  is  he  subject  to  mar- 
gin calls  as  he  might  be  with  a  corre- 
sponding futures  market  position. 

On  the  other  hand,  the  seller  (or 
writer)  of  an  option  on  a  T-bond 
futures  contract  undertakes  a  firm 
commitment  to  assume  a  long  or 
short  position  in  the  bond  futures 
market  at  the  strike  price  if  the  op- 
tion is  exercised  by  a  buyer.  Since 
sellers  must  perform,  they  are  re- 
quired to  deposit  margin  when  a 
position  is  opened. 

In   the  fixed-income  securities 


these  positions  tends  to  profit  wh 
the  price  of  T-bond  futures  declin 

It  cannot  be  stressed  too  mu 
that  buying  strategies  differ  p 
foundly  from  selling  strategies— 
their  opportunities  for  reward  a 
their  associated  risks.  The  chart 
dicates  the  various  available  stra 
gies  depending  on  what  one  belie1 
about  the  future  direction  of  int 
est  rates. 

In  addition  to  the  simple  buy 
sell  strategies  shown  in  the  chi 
there  are  a  number  of  spread: 
techniques  that  can  be  utilized  w 
options  on  T-bond  futures  c< 
tracts.  Some  of  those  strategies  v 
be  covered  in  my  next  column,  i 
cause  of  space  limitations  and  I 
fact  that  the  subject  has  been  a 
ered  in  earlier  columns,  I  will  i 
discuss  simply  buying  or  selling  a 
bond  futures  contract. 

Suppose  you  believe  that  inter 
rates  are  going  to  continue  to  f; 
Recently,  the  June  T-bond  futu 
contract  was  selling  for  73-24  (tl 
is  73  and  '7«,  as  this  contract 


Choose  your  poison 


The  lowest-risk  method  of  speculating  on  a  move  in  interest  rates  is  to 
buy  a  call  if  you  think  rates  are  going  to  fall,  or  buy  a  put  if  you  think 
rates  are  going  to  rise.  In  both  cases  bond  prices  will  have  to  move 
enough  to  recover  the  premium  paid  before  you  profit.  If  you  follow 
the  corresponding  strategies  of  selling  a  put  or  selling  a  call,  that 
condition  does  not  hold,  but  your  profit  will  be  limited  to  the  premi- 
um received,  and  your  risk  will  be  unlimited. 


Bullish  strategies 

Bearish  strategies 

$4,000 

$3,000 

3,000 

2,000    ^                       SeM  a  can 

l.ooo  Piofjt 

1,000     y  Profit  •> 

0  Loss 

0  Loss 

-1,000    £                            Buy  a  call 

-2,000 

-2,000 

1         1          1          1          1  ' 

-3,000 

I          i         i         i  i 

-3,000           70       72        74        7o        7g  80 
Bond  price 

-4,000        70       72       74       76        78  1 
Bond  price 

market,  prices  always  move  in- 
versely to  interest  rates.  A  rise  in 
rates  is  bearish  because  it  means  a 
drop  in  price.  Conversely,  a  drop  in 
rates  means  a  rise  in  prices.  When 
you  are  bullish  on  bond  prices,  ei- 
ther buying  a  call  or  selling  a  put  is 
the  logical  strategy,  because  each 
position  tends  to  profit  when  the 
price  of  T-bond  futures  rises.  If  you 
are  a  bear  on  bond  prices,  either 
buying  a  put  or  selling  a  call  is  a 
logical  strategy  because  each  of 


quoted  in  32nds).  You  could  bu 
June  option  with  a  strike  price  of 
00  by  paying  a  premium  of  1 
(that  is  1  and  m/m  points,  as  tht 
options  are  quoted  in  64ths — do 
ask  why).  Since  each  full  point 
worth  $1,000,  each  64th  is  wo 
$15,625  and  your  premium  woi 
amount  to  $1,000  +  61  x  15.625 
$1,953.13. 

This  option  will  expire  late 
May.  Suppose  that  at  that  time 
terest    rates    on    T   bonds  hi 
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dropped  about  one  percentage  poi 
This  would  cause  the  June  T-b( 
contract  to  sell  for  about  80-00 
this  case,  the  T-bond  option  wo 
have  a  value  of  6  full  points  (80- 
74-00).  Since  each  full  point 
worth  $1,000,  then  a  call  buy* 
profit  would  be  $6,000,  less  the  c 
of  the  premium  of  $1,953.13  and 
option  commission  of  about  $1 
for  a  net  profit  of  $3,946.87.  " 
very  most  you  could  lose  would 
the  premium.  You  would  at  no  ti 
be  subject  to  a  margin  call. 

You  could  have  also  profited  fr 
your  correct  call  on  interest  rates 
selling  a  put.  For  example,  if  ; 
had  sold  the  June  put  with  a  sti 
price  of  72-00  you  would  have 
ceived  a  premium  of  1,8/m 
$1,281.25.  In  this  case,  if  the  pric 
the  bond  is  above  72-00  at  the 
tion's  expiration,  the  entire  pre 
um  would  be  yours  to  keep.  1 
would  have  had  to  put  up  the  n 
gin  on  a  T-bond  futures  posit 
plus  leave  the  premium  in  the 
count  until  expiration  or 
bought  in  your  put  position.  Hi 
ever,  if  the  bottom  had  fallen  ou 
the  bond  market,  your  risk  woult 
unlimited.  A  prudent  put  se 
would  have  covered  his  short  p 
tion  as  soon  as  it  reached  his  m, 
mum  tolerable  loss.  Because  tl 
risks  are  unlimited,  option  sel 
are  subject  to  margin  calls. 

A  similar  strategy  is  availabl< 
traders  who  believe  that  inte 
rates  are  going  to  rise.  The  1< 
risky  position  would  be  to  bu 
put.  The  June  put,  with  a  72 
strike  price,  as  noted  earlier,  wc 
cost  1-18,  or  $1,281.25.  If  inte 
rates  rose  about  1%  between  r 
and  June,  then  the  June  T  bo 
would  sell  for  about  68-00,  and  a 
with  a  72-00  strike  would  hav 
value  of  $4,000  at  expiration 
trader's  net  profit  would  be  $4,( 
less  the  premium's  cost  and 
commission  on  the  option, 
$2,618.75. 

Once  again  a  more  risky  tc 
mque  would  be  to  sell  a  call  wn 
strike  price  of  74-00  at  a  premiur 
1-61,  yielding  $1,953.13.  This  en 
premium  would  accrue  to  the  tti 
if  the  price  of  June  T  bonds  were 
than  74-00  at  expiration  of  the 
tion  and  the  short  position  had 
been  closed  out.  Keep  in  mind  i 
this  position  is  of  unlimited  ris 
T-bond  prices  rise.  ■ 
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You  could  go  out  and  enjoy  an  expen- 
sive night  on  the  town,  or  stay  home  and 
Perhaps  make  a  few  dollars. 

PLAY  MONEY 


By  Ann  C.  Brown 


•m 

■ 

llll 

Vlanhattanites  know  and  out-of- 
:owners  quickly  learn  that  a  couple 
if  dinners  and  a  Broadway  show  can 
easily  set  you  back  $200.  So  just  for 
un  and  the  possibility  for  investors 
:o  make  a  little  money,  I  have  pro- 
iuced  a  list  of  lower-priced  stocks, 
.vhich,  when  added  together,  cost 
ess  than  a  night  on  the  town, 
should  you  buy  a  package  of  these 
lot  tickets  and  they  end  up  playing 
:o  a  cold  house,  all  you  will  have 
ost  is  the  price  of  a  good  but  not 
p-eat  dinner,  a  so-so  bottle  of  wine 
ind  two  seats  for  Cats — or  dogs. 

The  curtain  rises  with  a  flashy 
lumber  called  Genetic  Systems  (11), 
ound  on  tj^e  Off-Off  Big  Board  pages 
inder  ^Additional  OTC  Quota- 
ions,  c  Genetic  Systems  is  deeply 
nvolved  with  monoclonal  antibody 
:echnology,  whose  players  include 
-lybritech,  Centocor  and,  of  course, 
VIonoclonal  Antibodies,  Inc.  The 
liotech  folk  and  the  large  health- 
:are  companies  are  hard  at  work  in 
:he  area  of  immunodiagnostics,  and 
it  the  core  is  likely  to  be  mono- 
:lonal  antibody  tests.  Currently, 
Genetic  Systems  is  losing  money, 
jut  the  company  could  turn  the 
irofitability  corner  next  year  and 
lossibly  increase  earnings  200%  to 
i00%  per  year  for  several  years  be- 
ginning in  1985. 

\nn  C.  Brown  is  chief  executive  officer  a/  the 
iquity  advisory  and  portfolio  management 
irm  of  A  C  Brou  n  &  Associates 


lynch  Communications  Systems 
(12),  on  the  Amex,  has  sold  as  high 
as  45  and  as  low  as  3  over  the  past 
15  years,  befitting  a  high-roller 
company  headquartered  in  Reno, 
Nev.  Lynch  Communications  Sys- 
tems makes  advanced  telephone 
hardware  and  is  into  cellular  tech- 
nology. Its  immediate  goal  is  to 
put  a  telephone  into  every  car.  The 
company  could  get  a  piece  of  the 
estimated  $2  billion  action  here  or 
score  abroad,  where  its  partner  and 
largest  shareholder,  Alcatel  of 
France,  is  also  in  the  cellular  busi- 
ness. Future  earnings  for  Lynch 
Communications  Systems  are  hard 
to  pin  down,  particularly  consider- 
ing the  possible  benefits  that 
might  result  from  the  AT&T 
breakup,  but  preliminary  estimates 
for  1983  range  from  85  cents  to  $1 
per  share. 

A  number  of  stock  reviewers  have 
banned  Dynalectron  (12)  because  of 
its  heavy  involvement  with  syn- 
fuels  in  the  middle  of  a  monster  oil 
glut.  The  critics  have  a  point,  but 
the  company  has  been  showing 
some  handsome  profits  in  other 
areas,  like  commercial  aviation  ser- 
vices. This  year  Dynalectron  could 
earn  around  $  1 .80  per  share  or  so,  up 
from  $1.45  last  year.  At  6  times 
estimated  1983  earnings,  probably 
the  worst  the  stock  could  do  would 
be  nothing.  And,  if  the  market  gets 
bored  with  the  superstar  stocks  and 
starts  looking  over  the  overlooked, 
companies  like  Dynalectron  could 
get  good  notices. 

Western  Digital  Corp.  (8)  is  in  the 
business  of  designing  and  manufac- 
turing highly  sophisticated  devices 
used  by  such  well-known  names  as 
Tandy,  Digital  Equipment  and  Tex- 
as Instruments.  Recently,  Western 
Digital  signed  an  agreement  with 
the  latter  to  produce  something 
called  the  Numachine,  which  is  an 


advanced  computer  work  station. 
The  company  should  receive  royal- 
ties on  this  equipment  that  could 
help  turn  last  year's  deficit  of  40 
cents  a  share  into  an  estimated  prof- 
it of  11  cents  per  share  for  the  year 
ending  June  30  and  as  much  as  36 
cents  per  share  in  1984. 

Some  years  ago,  a  number  of 
smart  investors  had  success  with 
ThermoFJectron  Corp.  (19),  and  now 
that  the  company  is  introducing 
two  promising  new  products,  inter- 
est in  the  stock  is  returning.  Cogen- 
eration,  the  simultaneous  produc- 
tion of  electricity  and  industrial 
process  steam,  is  an  alternative  low- 
er-cost electric  power  solution  to 
the  shift  from  oil  and  gas  to  coal  and 
nuclear-energy-base  sources.  Cur- 
rently ThermoElectron  has  several 
smaller  cogeneration  systems  at 
work  or  coming  on  stream  in  this  $5 
billion  to  $10  billion  industry.  In 
addition,  the  company  plans  to 
manufacture  machinery  capable  of 
electroplating  printed  circuit  boards 
far  faster  than  the  competition.  For 
1983,  ThermoElectron  is  estimated 
to  earn  $1  to  $1.25  per  share,  up 
from  last  year's  depressed  60  cents; 
$2.50  is  possible  next  year. 

Kratos,  Inc.  (13)  is  another  promis- 
ing over-the-counter  performer.  Ba- 
sically, the  company  designs,  man- 
ufactures and  sells  precision  instru- 
ments and  control  systems  used  by 
the  aviation  and  computer  indus- 
tries. Last  March  Kratos  bought  a 
company  that  more  than  tripled  its 
size,  but  that  also  left  a  big  debt  load 
that  resulted  in  a  1982  loss,  estimat- 
ed at  40  cents  per  share.  Kratos 
could  earn  $1.25  or  more  per  share 
in  1983.  If  the  economy  picks  up 
and  interest  rates  continue  to  de- 
cline, by  1984  Kratos  could  earn 
$2.25  to  $3  per  share. 

Late  last  year  an  intriguing  com- 
pany to  me  (if  not  to  Forbes,  see  Feb. 
14  issue)  MGM/UA  Home  Entertain- 
ment Group  (15)  came  on  the  scene 
to  distribute  MGM  and  United  Art- 
ists movies  to  pay-TV  and  home 
video  viewers.  The  company  is  85% 
owned  by  MGM/UA  Entertainment 
and  is  the  first  major  pure  play  in 
the  new  video  revolution.  For  1983 
the  company  could  earn  $1.20  or  so, 
and  the  earnings  growth  rate  could 
be  20%  to  30%  per  year. 

With  luck,  some  of  the  above  will 
be  stock  market  hits.  If  not,  well, 
that's  show  biz.  ■ 
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Observations 


You  can  have 
both  Growth 
and  Income. 


▲  No  sales  charge  or  withdrawal  fee 

▲  Free  telephone  exchange  privilege 

▲  As  little  as  $1000  opens  your  account 

A  Diversified  portfolio  of  carefully  selected 
securities 

Looking  for  long-term  capital  growth  with 
reasonable  income?  Send  now  for  a  free 
prospectus  describing  Financial  Industrial 
Fund,  Inc. 

1*800*525*8085  in  Continental  U.S. 

▲  779-1 233  collect  in  Colorado 

FINANCIAL  INDUSTRIAL  FUND,  INC. 
P.O.  Box  2040/Denver,  Colorado  80201 

Rush  me  the  prospectus  on  this  no-load  fund  It 
provides  more  complete  information,  including 
management  fee  charges  and  expenses  I  will  read  it 
carefully  before  sending  money  or  investing. 

Name  


Address 


City. 


State. 


AFO0I1S3B 


BUSINESS 
TRAVEL 

We  will  send  you.  free  of  cost,  our 
catalog/brochures  describing  unique 
business-travel  publications  that  will  save 
you  and  your  company  a  lot  of  money 
Send  your  business  card  with  this  ad  to: 
Multinational  Business  Guides  Inc.,  Dept. 
FB-283,  P.O.  Box  92  Harvard  Square, 
Cambridge,  MA  02238,  USA. 


ENGELHARD  SILVER 

'  As  low  as  35  cents  over  spot  ' 
KRUGERRANDS,  MAPLE  LEAFS 

Very  competitive  prices 
WHITMAN  COIN  Call  for  quotes 

EXCHANGE  1-800-645-5114 

125  Walt  Whitman  Rd.  1516)673-0111 

Huntington,  N  Y.  11746  (In  New  York| 


*** 

N.Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
DinersClub 
251  E.  53rd  Street 
(Bet.  2nd&  3rd  Aves.) 
N  YC.  753-8450-1 


Deflation  is  painful,  but  the  alternate 
could  be  lethal  to  the  nation. 

COPING  WITH 
HYPERINFLATION 


By  Ashby  Bladen 


No,  I  have  not  abandoned  hope  that 
we  will  eventually  restore  price  sta- 
bility in  the  U.S.  If  I  had  given  up,  I 
wouldn't  be  spending  my  weekends 
writing  another  book  in  the  attempt 
to  influence  the  outcome  of  the 
1984  elections.  And  I  certainly 
wouldn't  be  staying  in  the  life  insur- 
ance business. 

But  in  investing  one  must  worry 
about  what  the  markets  think  will 
happen  as  well  as  what  you  yourself 
think  will  happen,  and  it  looks  as  if 
the  next  thing  the  markets  will 
worry  about  is  a  serious  intensifica- 
tion of  inflation.  For  example, 
many  of  you  write  that  you  have 
given  up  hope  that  runaway  infla- 
tion can  be  avoided,  and  ask  how 
you  can  cope  with  it.  The  answer 
would  be:  Borrow  to  the  hilt,  buy 
"real"  things  and  then  count  on 
paying  back  in  bushel-basket  dol- 
lars. However,  I  don't  recommend 
this  course,  because  my  own  best 
guess  about  the  outcome  is  a  rela- 
tively optimistic  one  in  the  circum- 
stances. After  a  considerable  period 
of  confusion  and  uncertainty,  price 
stability  will  be  restored  by  a  defla- 
tionary financial  crisis  that  scares 
everybody  back  into  lasting  pru- 
dence with  respect  to  borrowing 
and  spending. 

Ashby  Bladen  is  senior  rice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


Coping  with  inflation  can  b 
in  the  beginning  because  borro 
and  buying  things  that  then  ^ 
in  price  make  us  all  feel  very  cl 
buying  a  house  or  condominiu 
the  Seventies,  for  example.  B 
the  inflation  worsens,  interest 
rise  and  lenders  want  their  loa 
be  paid  back  faster.  That  c; 
debt  service  charges  to  becoi 
progressively  heavier  burden  o 
incomes  from  which  they  ha 
be  paid.  Eventually,  some  boi 
ers  can  no  longer  stand  the  stra 
ceases  to  be  fun  when  you  ha 
sell  your  home,  farm  or  oil 
gas  property  or  risk  losing 
through  foreclosure  or  bankru 
That  is  the  point  we  have 
reached  in  this  country. 

In  order  to  understand  oi 
nancial  predicament,  you  hai 
realize  that  governments  do 
create  real  goods  or  services  tc 
significant  extent.  What  the 
ernment  gives  to  the  people 
one  hand,  it  must  take  from 
with  the  other.  Inflation  b 
when  the  government  gives  ti 
people  or  spends  on  war 
than  it  deems  politically  fea 
to  take  from  them  in  open 
aboveboard  taxes.  It  spends 
than  it  takes  in  by  giving  its 
for  the  excess.  That  creates 
tional  purchasing  power  withi 
corresponding    increase  in 
amount  of  real  goods  and  ser 
available  to  be  purchased,  ant 
resulting  inflation  frees  up  : 
of  the  real  goods  or  service 
the  government's  use  or  for  i 
tnbution,  by  reducing  the  real 
ue  of  the  people's  incomes. 

Faced  with  this  confisca 
people  defend  themselves  by 
rowing  and  buying  real  thinj 
inflation  hedges.  Soon  infl 
gets  a  helping  hand  from  pr 
borrowing  and  spending.  One 
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tion  gets  going,  only  two  things 
i  stop  it.  One  is  a  government 
licy  of  spending  less  than  it 
ces  from  the  people  and  paying 
wn  its  debts.  That  does  not 
:m  to  be  in  the  cards  in  this 
untry.  The  other  inflation  stop- 
r  is  a  financial  crisis  that  forces 
ople  to  pay  debts, 
rhe  $64  question  is  whether  de- 
tion  is  politically  feasible  in  a 
mocracy  or  will  politicians  bail 
erybody  out?  If  we  are  wise,  we 
11  learn  a  lesson  from  the  Ger- 
in  hyperinflation  of  the  early 
20s,  without  repeating  the  expe- 
nce  ourselves.  The  German  cen- 
1  bank  kept  the  wartime  infla- 
n  going  by  rediscounting  every- 
dy's  notes  because  its  president, 
idolf  Havenstein,  believed  that 
imp  would  cause  a  communist 
solution.  The  most  graphic  de- 
iption  of  coping  that  I  have 
md  is  in  the  novel  Tfje  Black  Ob- 
tk  by  Erich  Maria  Remarque.  The 
thor  wrote: 

'Those  who  are  ruined  are  the 
3ple  who  cannot  pay  with  notes, 
i  people  who  have  property  they 
:  forced  to  sell — small  shop- 
epers,  day  laborers,  people  with 
lall  incomes  who  see  their  private 
zings  and  their  bank  accounts 
ilting  away.  The  ones  who  profit 
i  the  exchange  kings,  the  profi- 
ts, the  foreigners  who  buy  what 
;y  like  with  a  few  dollars,  kronen 
zlotys.  .  .  .  For  them,  practically 
erything  is  free.  It  is  the  great 
lout  of  thrift,  honest  effort,  and 
ipectability.  The  vultures  flock 
im  all  sides,  and  the  only  ones 
10  come  out  on  top  are  those  who 
:umulate  debts.  The  debts  disap- 
ar  of  themselves." 
[n  coping  with  this  kind  of  insta- 
ity,  timing  is  everything.  The  end 
the  German  inflation  in  Novem- 
r  1923  spelled  bankruptcy  for  the 
ople  who  had  coped  with  it  most 
ccessfully.  All,  that  is,  except  the 
intessential  coper,  Hugo  Stinnes, 
t  German  Jimmy  Ling,  who  had 
s  exquisite  sense  of  timing  to  die 
April  1924,  before  his  conglomer- 
:  empire  collapsed.  But  the  pro- 
ctive  German  middle  class  was 
ped  out,  and  after  a  decade  of  po- 
ical  chaos,  President  Hindenburg 
rned  the  government  over  to  the 
izi  thugs.  Cope  with  hyperinfla- 
in?  Personally,  I  will  settle  for  de- 
tion  now.  ■ 


Special  Introductory  Trial  Offer 

Value  Line  for  the  next 
10  weeks  for  only  $37 


Reasons  for  this  offer: 

Here's  an  opportunity  to  receive  the 
complete  Value  Line  Service  for  the 
next  10  weeks  at  about  half  the  regular 
rate.  This  offer  is  limited  to  one  in- 
dividual in  a  household  that  has  not  al- 
ready had  a  subscription  to  The  Value 
Line  Investment  Survey  during  the  past 
two  years.  Why  do  we  offer  this  price 
reduction  to  new  trial  subscribers  only? 
Because  we  have  found  that  a  high 
percentage  of  those  who  once  try 
Value  Line  for  a  number  of  weeks  stay 
with  it  on  a  long-term  basis.  The  result- 
ing increase  in  circulation  enables  us  to 
provide  the  service  to  our  long-term 
subscribers  for  a  lower  annual  rate 
than  would  otherwise  be  possible 

Complete  Coverage: 

The  Value  Line  Investment  Survey  con- 
tinually reviews  more  than  1700  stocks. 
Key  data  and  ratings  of  each  stock  are 
updated  every  week  in  our  Summary  & 
Index.  In  addition,  each  stock  is  the 
subject  of  a  new  full-page  report  every 
13  weeks,  in  regular  rotation.  About 
130  new  full-page  reports  are  issued 
each  week.  Filing  takes  less  than  a 
minute  a  week  All  this  material  is  so 
organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 
You  also  receive  our  weekly  "Selection 
&  Opinion"  section  bringing  you  Value 
Line's  forecast  of  the  economy  and  the 
stock  market,  advice  on  investment 
policy,  in-depth  analyses  of  especially 
recommended  stocks,  Value  Line 
market  averages,  and  other  features. 

Special  Invitation 

You  can  receive  the  complete  Value 
Line  Investment  Survey  for  the  next  10 
weeks  for  only  $37— about  HALF  the 
regular  rate  — if  no  one  in  your 
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by 

Arnold  Bernhard 

Research  Chairman 


household  has  subscribed  in  the  past 
two  years.  And  you  get  these  2 
bonuses: 

Bonus  #1 

Value  Line's  2000- 
page  Investors  Ref- 
erence Service,  in- 
cluding our  latest 
full-page  Reports 
on  each  of  1700 
stocks  .  .  .  fully  in- 
dexed and  looseleaf-bound  for  easy 
reference,  and  systematically  updated 
by  new  full-page  Reports  in  the  weeks 
ahead.  Filing  takes  but  a  minute  a 
week. 

Bonus  #2 

A  Subscriber's  Guide, 
by  Arnold  Bernhard, 
Value  Line's  founder 
and  research  chief, 
revealing  methods  of 
stock  evaluation  that 
took  decades  to  de- 
velop. You  KEEP  this  book  even  if  you 
return  the  other  material  for  your 
money  back. 

Money  Back  Guarantee 

If  you  find  that  The  Value  Line  Service 
is  not  all  that  you  expect  it  to  be,  you 
may  return  the  material  we  send  you 
within  30  days  for  a  full  refund  of  your 
$37. 

See  for  yourself  how  Value  Line's  in- 
dependent investment  advisory  service 
might  help  you  maximize  your  invest- 
ment profit  possibilities  and  reduce 
your  investment  risk. 

CALL  TOLL-FREE: 
If  you  have  Master  Card, 
American  Express  or  Visa, 
phone  1-800-331-1750 
(operator  13)  24  hrs.  7  days  a  week. 
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lor  $37  to  The  Value  Line  Survey 
(limited  once  to  any  household  every 
two  years)  and  send  me  the  two 
bonuses  listed  above 

ONE  YEAR  SUBSCRIPTION 

U  Begin  my  1-Year  (52  issues)  sub- 
scription for  $365  and  send  me  the  two 
bonuses  listed  above  There  are  no 
restrictions  with  this  annual  subscrip- 
tion 

SPECIAL  EXTRA  BONUS 

A  pocket-size  CRED- 
IT CARD  LCD  CAL- 
CULATOR given  to 
you  when  you  order  l~""5J 

The  Value  Line  In-  <  

vestment  Survey  for  one  year 


□  My  payment  is  enclosed.  □  Please 
charge  to:  □  American  Exp.  □  Master 
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The  Contrarian 


EACH  YEAR 
SINCE  1912 


The  Board  of  Directors  of 
ENSERCH  Corporation  on 
January  27, 1983,  declared 
a  regular  quarterly  dividend 
of  40  cents  per  share  of 
common  stock,  payable 
March  7,  1983,  to  share- 
holders of  record  February 
18,  1983. 

For  additional  information, 
please  write  to  Benjamin  A. 
Brown,  Vice  President,  Dept.  C, 
ENSERCH  Center,  Box  999, 
Dallas,  Texas  75221. 


CORPORATION 


Your  legacy: 
A 

40-acre  ranch 
and  a  way 
of  life 


As  big  as  all  outdoors,  Forbes  Maga- 
zine is  now  offering  substantial  land 
for  skiers,  hunters,  naturalists  and 
lovers  of  America's  magnificent  Old 
West. 

For  the  pleasure  of  you  and  your 
family  today,  these  minimum  40-acre 
ranch  estates,  adjacent  to  the  Forbes 
Trinchera  Ranch  in  southern  Color- 
ado, will  be  an  important  legacy  in  the 
future  of  your  loved  ones. 

Prices  start  at  $25,000  with  down 
payment  as  low  as  1%  and  monthly 
payments  of  $250,  including  interest 
at  9% .  For  details  and  color  brochure 
write  or  phone: 

Mr.  Errol  Ryland,  Manager 
FORBES  WAGON  CREEK  RANCH 

Box  303  K 
Fort  Garland,  Colorado  81133 
(303) 379-3263 

This  is  not  an  oiler  ;o  sell  in  states  where  not  registered 


Modern  technology  can  do  wondeyrs,  I 
it  cant  pick  stocks  for  you. 

THE  COMPUTER 
DREADNOUGHT 


By  David  Dreman 


If  the  Sixties  were  the  Age  of  Aquar- 
ius, the  early  Eighties  are  certainly 
the  Age  of  Technology  as  far  as  the 
ordinary  citizen  is  concerned. 
Armed  with  a  home  computer  he 
uses  modern  technology  to  keep 
track  of  his  budgets,  bank  state- 
ments, laundry  lists,  taxes,  security 
portfolios  and  alimony  payments. 
To  relieve  the  boredom  there's  an 
occasional  game  of  Space  Invaders 
or  Donkey  Kong. 

Naturally  enough,  a  good  many 
hopefuls  are  trying  to  use  these 
wonderful  machines  to  help  them 
beat  the  stock  market.  And,  for 
those  too  busy  to  develop  their  own 
systems,  some  new  commercial 
programs  are  being  readied  for  the 
market.  For  $35  or  $45,  you  can  turn 
your  Atari  or  Apple  unit  into  a  plug- 
compatible  Bernard  Baruch  or  John 
Templeton.  With  this,  who  needs 
video  games? 

I  have  bad  news  for  you.  The 
home  computer,  properly  used,  is 
one  of  the  great  inventions  of  the 
day — a  propitious  timesaver,  mem- 
ory bank  and  organizer  of  functions. 
But — and  it's  a  mighty  "but" — it  has 
never  been  advertised  to  do,  and  can- 
not be  programmed  to  do,  innovative 
or  creative  thinking.  Unfortunately, 
this  is  the  most  crucial  factor  in 


David  Dreman  is  managing  director  of 
Dreman,  Gray  &  Embiy.  Investment  Coun- 
sel, New  York,  and  author  of  The  New 
Contrarian  Investment  Strategy. 


making  a  decision  in  any  dyr 
cally  changing  situation.  Wart 
one  example  of  dynamically  d 
ing  situations.  Security  marke 
another.  The  sad  fact  is  tha 
sophisticated  computer  prog 
developed  by  the  pros  have 
lethal  to  investors  more  often 
not,  regardless  of  what  market 
are  used  in.  Is  anyone  optin 
enough  to  think  that  program 
signed  for  amateurs  will  pre 
better  results? 

Computer  buffs,  trying  to  ui 
the  secrets  of  markets,  look  for 
tionships  that  seem  to  have  w( 
in  the  past.  Say,  for  examp 
number  of  stocks  have  had  s 
tional  moves.  The  programmer 
puts  these  stocks  under  the  n 
scope.  The  more  factors  he  can 
tify  with  the  move,  such  as  i 
earnings,  expanding  profit  mai 
higher  return  on  equity  and  b 
ing  product  lines,  the  more  h 
lieves  these  same  factors  will  p 
stocks  with  identical  charac 
tics  up  the  next  time  round 
when  he  looks  for  new  buys 
computer  is  programmed  to  k 
on  exactly  the  same  characten 
Or  a  chartist  may  see  a  comm 
move  down  on  declining  vol 
firm  up  when  volume  increase 
jump  into  new  high  ground  as 
ume  soars.  Profit  in  both 
seems  to  be  a  cinch.  All  you 
to  do  is  search  the  compi 
memory  bank  to  find  stocl 
commodities  where  the  1 
ground  information  is  the  sar 
for  the  previous  winners.  It  wc 
beautifully  in  the  past,  why 
again?  The  computer  does  al 
legwork,  running  through  l 
sands  of  companies  in  a  flash, 
"Mr.  or  Ms.  Right,"  with  the 
er  checklist,  turns  up  on  the  ( 
This  is  what  makes  Datapon 
from  $10  to  $51,  or  gold  from 
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Invest  in  the  Bond  Rind  that  earns 

HighYields 

TAX-FREE 

  '  -   ;  


MONEY  &  INVESTMENTS 


$850.  Right?  Wrong, 
n  effect,  the  programmer  is  bet- 
g  that  the  future  will  be  exactly 
e  the  past,  and  that  is  the  prob- 
i — it  never  is.  The  programmer  is 
king  the  oldest  of  computer  er- 
s:  garbage  in  =  garbage  out.  Thus, 
ecting  companies  with  excellent 
ords,  rather  than  a  guarantee  of 
ure  success,  is  often  a  sure  way  to 
aster  because  of  events  impossi- 
to  anticipate. 

rhen,  too,  a  programmer  can  put 
.y  a  small  number  of  the  host  of 
iables  that  move  a  stock  or  com- 
idity  or  option  into  the  computer. 
:en,  the  ones  he  misses  are  as 
portant  as — or  more  important 
m — the  ones  he  catches. 
^  slightly  ridiculous  example 
1  show  what  I  mean.  Stocks  have 
le  up  in  most  years  that  the  NFC 
n  the  Superbowl.  Was  it  the  NFC 
is  that  propelled  the  market 
her?  Or  take  the  hemline  indica- 
.  Over  the  years  there  has  been  a 
relation  between  market  move- 
nts and  the  length  of  women's 
rts.  Anyone  who  bets  his  bottom 
lar  on  that  correlation  repeating 
;lf  is  in  trouble  before  he  starts. 
;h  correlations  are  pure  chance, 
rhe  problem  gets  even  more  com- 
x  in  an  ever-changing  world  be- 
ise  scores  of  new  factors  are  con- 
ually  entering  the  picture  that 
ren't  there  before,  constantly 
mging  the  outcome.  (Economists 
:  the  mouthful  "exogenous  vari- 
es" to  describe  such  factors  that 
istantly  upset  their  forecasts.) 
:  this  kind  of  metamorphosis  is  a 
e  of  life. 

Consider  what  happened  a  few 
irs  ago  to  one  of  the  nation's  larg- 
commodity  trading  firms.  It  ad- 
tised  that  it  relied  on  sophisti- 
ed  computer  techniques  to  guide 
trading.  The  bottom  line:  Its  flag- 
p  commodity  fund  went  bust  in 
rei  during  the  Hunt  fiasco  in  ear- 
1980,  costing  investors  100  cents 
the  dollar,  and  requiring  the  par- 
:  company  to  infuse  tens  of  mil- 
is  to  keep  it  afloat.  In  November 
the  same  year,  a  second  of  its 
ids — this  time  in  gold — went 
ike,  wiping  out  over  80  cents  on 
:  investor's  dollar.  So,  if  you  are 
active  investor  and  have  a  home 
nputer,  use  it  to  keep  accurate 
1  constant  track  of  your  portfolio, 
computer  can  watch  stocks  for 
l.  It  can't  pick  them.  ■ 
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Municipal  bond  rates  have  rarely 
compared  so  favorably  with 
taxable  yields,  and  the  T.  Rowe 
Price  Tax-Free  Income  Fund 
puts  these  high  returns  in  easy  reach.  The 
higher  your  tax  bracket,  the  better  our 
yield  looks. 

And,  unlike  investments  in  an  individual, 
long-term  municipal  bond,  yait  have  the  addi- 
tional advantage  of  daily  access  to  your  money. 

You  also  enjoy  these  other  important 
advantages. 

•  No  sales  charge. 

•  No  penalty  for  early  withdrawal. 

•  Free  checkwriting  over  $500. 

•  Free  exchange  with  other  T.  Rowe 
Price  Funds. 

•  Minimum  investment  of  only  $1,000. 

Remember,  when  interest  rates  are  de- 
clining, longer  term  investments  such  as  our 
Tax-Free  Income  Fund,  enable  you  to  enjoy 
higher,  more  stable  income  than  money  mar- 
ket securities.  And,  even  though  the  Fund's 
share  price  will  vary  and  could  decline,  there 
is  also  an  opportunity  for  gain.  So,  if  you're 
a  high  bracket  investor  seeking  a  high,  rela- 


tively stable  level  of  tax-free  income,  consid- 
er the  T.  Rowe  Price  Tax-Free  Income  Fund. 
CALL  NOW 
TOLL  FREE  1-800-638-5660 
In  Maryland  1-800-492-1976 
In  Baltimore  547-2308 
Yield  should  be  considered  together  with  changes 
in  share  price  —  both  will  fluctuate  as  market 
conditions  change.  Income  may  be  subject  to  state 
and  local  taxes. 


r 


'TRowe  Price 

T.  Rowe  Price  Marketing.  Inc.  Dept.  B99 
100  E.  Pratt  St.,  Baltimore,  MD  21202 

Please  send  me  a  prospectus  on  your  Tax- 
Free  Income  Fund  with  more  complete  in- 
formation, including  management  fee  and 
other  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest. 

Name  


j  Address  

|  City  

j  State  Zip_ 


III  I 


IRA 


1  THOUGHT  6  HAD  AG 
PLAN  UNTIL  I  SENT  FOR 
VANGUARD  S  FREE  KIT... 
NOW  I'M  GLAD  I  SWITCHED" 

The  IRA  I  arranged  through  my  bank  didn't  give 
me  the  flexibility  I  need.  That's  why  I  sent  for 
Vanguard's  Free  IRA  Information  Kit. 

In  simple  and  concise  terms,  it  describes  the  14 
different  investment  alternatives  that  a  Vanguard  IRA 
provides— from  money  market  funds  to  aggressive 
growth  stocks.  It  even  explains  how  I  can  change  my 
investment  strategy  with  just  a  phone  call.  There  are 
also  complete  details  about  these  valuable  Vanguard 
IRA  features: 

•  Exceptional  Flexibility— You  can  emphasize  stability, 
income,  growth  or  a  balance  of  the  three  and  change 
your  emphasis  as  you  see  fit 

•  Personal  Service 

•  Professional  Management 

•  No  Sales  Commissions 

•  Simplified  Recordkeeping 

•  A  Convenient  Toll-Free  Service  Number 

To  get  your  Free  Vanguard  IRA  Information  Kit, 
just  call  1-800-523-7025  toll-free  or  mail  the  attached 
coupon  today. 


FOR  FREE  IRA  INFORMATION  KIT:  CALL  1-800-523-7025* 
OR  MAIL  THIS  COUPON  TODAY 

Vanguard  IRA,  Drummer's  Lane,  Valley  Forge,  Pennsylvania  19482  ^  5-FB-  R 3-0 59 

Please  send  your  exclusive  IRA  Information  Kit  and  a  prospectus  that  I  can  read  carefully  before  investing  or 
sending  money.  I  understand  that  it  contains  more  complete  information  about  advisory  fees,  distribution 
charges  and  other  expenses. 

'IN  PENNSYLVANIA  CALL  1-800-362-0530 


Name  

Address- 
City  


-State. 


.Zip_ 


fj  Also  send  information  on  HR-10  (Keogh) 


V    W  A  MEMBER  Of  THE 

Van<zuard 

,  GROUP  Of  INVESTMENT  COMPANIES 

-OVER  50  YEARS  Of  SERVICE  TO  INVESTORS  OVER  $6  BILLION  IN  ASSETS 
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Flashbacks 


"The  more  things  change.  .  .  ." 
[terns  from  past  issues  of  Forbes 

xty  years  ago  in  Forbes 

wi  the  issue  of  March  3,  1923) 

he  industries  of  the  nation  are  oper- 
ng  at  from  75%  to  100%  of  capac- 
,  production  has  reached  the  vol- 
le  of  the  boom  year  1920,  and  more 
irkers  have  jobs  now  than  at  any 
le  since  1920.  'For  the  time  being  at 
st/  says  the  Labor  Bureau,  'there 
:ms  to  be  no  indication  of  any  im- 
:diate  business  decline.  These  con- 
ions  are  likely  to  continue  for  some 
mths  at  least.  In  the  long  run,  of 
arse,  a  period  of  depression  and  liq- 
lation  will  come.  When  that  will  be 
?ends  largely  on  the  loaning  policy 
:he  bankers  and  on  economic  devel- 
ments  abroad.'  " 

s  I  see  it,  we  are  approaching  the 
iss-roads.  Shall  we  head  towards 
igerous  inflation,  which  would 
'ely  culminate  in  disaster?  Or  shall 
exercise  rigid  restraint  and  moder- 
on,  and  hold  to  a  safe,  sane  path?  It 
11  be  more  profitable  to  devote  the 
>st  careful  thought  to  this  question 
in  to  permit  European  ongoings, 
n  which  we  have  less  control,  to 
mopolize  our  attention." 

— Editor  B.C.  Forbes 

fty  years  ago 

irch  1,  1933) 

Me  day  all  automobile  advertis- 
;  probably  will  carry  delivered 
ces,  instead  of  the  'f.o.b.  Detroit' 
ce  which  has  been  standard  prac- 
e  since  the  beginning  of  the  indus- 
.  The  average  buyer  almost  cer- 
nly  would  welcome  such  a  move. 

would  no  longer  read  about  a 
30  automobile  and  then  find  he 
ist  pay  anywhere  from  $75  to  $150 
>re  to  get  delivery  on  the  particu- 
model,  with  the  particular  equip- 
:nt  he  desires." 

et  us  resolve  to  have  patience  with 
:  new  Administration.  Franklin  D. 
osevelt  becomes  president  of  all 
:  people.  Republicans  or  Derao- 
its,  we  owe  him — even  in  our  own 
erest — profound  wishes  for  suc- 
>s.  No  human  being  is  confronted 
th  a  more  difficult,  more  trying, 
)re  complicated  task.  Not  Washing- 
l,  not  Lincoln  faced  more  problems 
grave  magnitude.  His  position  is 
t  easier  because  of  the  many  prom- 
s  made  during  the  campaign.  He 


Franklin  D.  Roosevelt  delivers  one  of  his  soon-io-be-famous  radio  addresses 


led  the  people  to  expect  much — more, 
indeed,  than  he  conceivably  can  per- 
form. More  need  is  there,  therefore, 
for  exercising  tolerance,  for  giving 
him  ample  chance  to  achieve  effec- 
tive action." 

The  last  half  of  February,  late  in  the 
long  interregnum  between  November 
election  and  Mar.  4  inauguration,  was 
a  desperate  time  for  an  old  order  that 
was  crumbling  all  over  America.  Gov- 
ernor Comstock  had  just  proclaimed 
an  eight-day  Michigan  bank  holiday. 
On  Feb.  15  Roosevelt  was  the  target  of 
a  Miami  assassin's  bullets  that 
missed  him  but  fatally  wounded  May- 
or Cermak  of  Chicago.  President  Hoo- 
ver personally  penned  Roosevelt  an 
urgent  confidential  letter  claiming 
that  "the  major  difficulty  is  in  the 
state  of  the  public  mind" — meaning 
concern  about  the  new  Administra- 
tion— which  could  be  righted  only  by 
a  "very  early  statement"  promising  to 
shun  inflation,  balance  the  budget 
and  avoid  overusing  the  government's 
credit.  (Roosevelt  considered  the  let- 
ter "cheeky"  and  did  not  reply  for  ten 
days;  why  tie  himself  to  the  policies 
of  an  Administration  already  rejected 
by  the  voters?) 

Ever  faster  moved  events.  The  Sen- 
ate voted  Feb.  16  to  repeal  the  Prohibi- 
tion Amendment,  the  House  on  Feb. 
20.  On  Feb.  21  Roosevelt  chose  Cor- 
dell  Hull  of  Tennessee  as  his  Secre- 
tary of  State;  that  same  day  a  Senate 


investigation  began  to  reveal  personal 
nest-feathering  so  outrageous  as  to 
bring  the  resignation  of  National  City 
Bank  Chairman  Charles  E.  Mitchell 
six  days  later.  Runs  on  Baltimore 
banks  on  Feb.  24  led  to  a  bank  holiday 
there,  but  the  panic  spread  swiftly  to 
Ohio,  Kentucky,  Indiana  and  Pennsyl- 
vania. And  overseas,  as  if  in  a  kind  of 
giant  historic  counterpoint,  on  Feb. 
27  the  Nazis  secured  their  grip  by 
burning  the  Reichstag  and  blaming  it 
on  their  political  opponents. 

This  was  the  wasteland  that  greeted 
the  new  Administration. 

Twenty-five  years  ago 

(March  1,  1958) 

"In  my   considered   opinion  taxes 

should  be  cut  sharply  and  quickly  if  it 
becomes  apparent  that  the  recession 
is  not  receding.  They  should  be  cut 
even  if  it  means  a  temporary  sacrifice 
of  a  balanced  budget.  The  right  kind 
of  tax  cut  would  have  the  almost 
immediate  effect  of  putting  more 
money  into  everyone's  pocket.  It 
would  involve  no  controls,  no  bur- 
densome red  tape.  It  would  stimulate 
both  individuals  and  business  to 
greater  effort.  It  would  give  the  na- 
tion a  shot-in-the-pocketbook  in  the 
form  of  cash  as  well  as  a  shot-in-the- 
arm  for  confidence." 

— Malcolm  S.  Forbes 
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Some  words  are  not  so  absolute 
as  they  sound.  Take  the  word 
"nothing":  A  woman  who  has 
nothing  to  wear  also  never 
has  room  in  her  closet. 
John  P.  Grier 


Consistency  is  the  last 
refuge  of  the  unimaginative. 
Oscar  Wilde 


The  worst  lies  are  those 
whose  blade  is  false,  but 
whose  handle  is  true. 
Henry  Ward  Beecher 


What  a  dull  world  it  would  be 
if  every  imaginative  maker 
of  legends  were  stigmatized 
as  a  liar. 

Heywood  Broun 


No  man  has  a  memory 
long  enough  to  be  a 
successful  liar. 
Abraham  Lincoln 


When  in  doubt, 
tell  the  truth. 
Mark  Twain 


It  is  discouraging  how  many 
people  are  shocked  by  honesty 
and  how  few  by  deceit. 
Noel  Coward 


Nothing  is  more 
useful  than  silence. 
Menander 


Truth  doesn't  change.  Truth 
is  one  thing.  It  covers  all 
things  which  touch  the  heart- 
honor  and  pride  and  pity  and 
justice  and  courage  and  love. 
William  Faulkner 


Truth  will  not  stand  or 
stay  or  keep.  It  is  either 
new  or  not  at  all. 
Norman  O.  Brown 


Thoughts 

on  the  Business  of  Life 


There  is  a  time  to  speak  and 
a  time  Jo  keep  quiet  there 
are  things  to  tell  and  things 
not  to  tell  It  is  an  excellent 
rule  to  practice  frankness, 
friend  I  n  less,  outspokenness 
in  all  dealings  and  associations 
with  others  Frankness  indicates 
honest}'  as  strongly  as  secrecy 
indicates  deceit  The  frank 
person  treads  a  firm  bridge 
crossing  a  river,  while  the 
secretive  person  charily  steps 
from  stone  to  stone. 
B.C.  Forbes 


A  well-told  lie  usually 
contains  a  germ  of  truth. 
Dizzy  Gillespie 


Truth  or  tact?  You  have  to 
choose.  Most  times  they 
are  not  compatible. 
Eddie  Cantor 


Before  you  are  frank  with 
another,  ask  yourself  "why?" 
Is  it  to  diminish  the  other, 
to  make  yourself  feel  better 
at  his  expense?  The  ethical 
question  is  to  ask:  Will  this 
foster  the  relationship?  There 
is  always  a  way  to  be  honest 
without  being  brutal. 
Arthur  Dobrin 


Truth  is  not  only  violated 
by  falsehood;  it  may  be 
equally  outraged  by  silence. 
Henri  Frederic  Amiel 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  S12.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave..  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Come  when  the  rains  have 
glazed  the  snow  and  clothed 
the  trees  with  ice,  while 
the  slant  sun  of  February 
pours  into  the  bowers  a 
flood  of  light. 
William  Cullen  Bryant 


No  one  is  exempt  from  talking 
nonsense;  the  misfortune  is 
to  do  it  solemnly. 
Michel  de  Montaigne 


The  innocent  man 
needs  no  eloquence. 
Ben  Johnson 


A  lie  is  a  lie,  no  matter  how 
ancient;  a  truth  is  a  truth, 
though  it  was  born  yesterday. 
American  Proverb 


The  truth  is  always  the 
strongest  argument. 
Sophocles 


What  is  the  essence  and  the 
life  of  character?  Principle, 
integrity  and  independence. 
Edward  Bulwer-Lytton 


A  Text . . . 

We  glory  in  tribulations 
also,  knowing  that 
tribulation  worketh 
patience;  and  patience 
experience,  and 
experience,  hope. 
Romans  5:3,4 


Sent  in  by  John  F.  Logan,  Greenville,  Pe 
What's  your  favorite  text?  The  Forbes  Sc 
book  of  Thoughts  on  the  Business  of  Li 
presented  to  senders  of  texts  used. 


Character  may  be  manifested 
in  the  great  moments,  but  it 
is  made  in  the  small  ones. 
Phillips  Brooks 
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M  ARTELL&e  COGNAC 
PRODUCED  AND  BOTTLED  IN  FRANCE 


» a  manager  in  today's  critical  econ- 
iy,  you're  on  the  firing  line  —  directly 
countable  for  keeping  productivity 
,  costs  down.  And  you're  well  aware 
at  no  department,  no  division,  no 
oration  can  afford  the  high  cost  of 
v  productivity. 

hat  can  you  do  that  you  aren't  al- 
ady  doing  to  boost  productivity  and 
ver  operating  costs?  Probably  more 
an  you  think!  That's  what  thousands 
managers  all  across  the  country 
ve  discovered  by  taking  the  Dale 
irnegie  Management  Seminar. 

3  a  practical  means  of  sharpening 
ur  management  skills,  expanding 
ur  management  knowledge.  It  ad- 
esses  those  areas  that  concern 
anagers  most  ...  decision-making, 
Dblem-solving,  motivation  and  dele- 
tion, time-management,  organiza- 
n  and  planning,  communication  and 


control.  It  works  to  free  more  of  your 
valuable  time  for  creative  thinking  and 
goal  setting.  And  it  helps  you  monitor 
results  to  keep  production  on  target. 

You'll  see  results  from  the  outset  as 
you  learn  and  apply  a  wealth  of  new 
ideas,  cost-saving  concepts,  workable 
methods  and  techniques  for  increas- 
ing efficiency  and  effectiveness. 
They're  grounded  in  sound  principles 
of  management  that  consistently 
prove  their  value  in  actual  practice. 

If  you  want  creative  new  solutions 

for  today's  management  problems, 
you'll  find  them  in  the  Dale  Carnegie 
Management  Seminar.  For  a  free  copy 
of  our  quick-reading  booklet  that  out- 
lines the  contents,  objectives  and 
benefits  of  the  Seminar,  just  call  toll- 
free  (800)  231-5800.  In  Texas,  call 
(800)  392-2424.  Or  write  directly  to  the 
address  below. 


DALE  CARNEGIE  &  ASSOCIATES,  INC 

SUITE  433 F  •  7047  REGENCY  SQUARE  BLVD.  HOUSTON,  TEXAS  77036 


"WE'RE  MANAGING  Dl 

—  Charles  L. 

I  began  my  career  with  AT&T  climbing  poles  during  a  high  school  vaca 
Now,  that  business  I  joined  43  years  ago  is  facing  its  greatest  challenge:  the  a£ 
ment  with  the  Justice  Department  requiring  us  to  divest  the  22  Bell  Systen 
telephone  companies  by  early  1984. 

This  is  clearly  the  most  complex  reorganization  job  ever  undertaken  b] 
the  management  of  any  business.  But  it  is  especially  involved  because  of  the  < 

plexity  of  our  business. 
We  provide  a  service  crit 
to  business  and  commei 
to  government  and  edu- 
cation, to  national  defen 
to  individuals  in  their  d 
lives.  We  are  embedded 
in  the  very  life  of  the  nat 

We  're  adapting 
our  business  to  what  th 
public  expects. 

Fd  be  less  than  tru' 
if  I  didn't  say  we  have 
mixed  feelings  about  br 
ing  up  a  100-year-old 
institution  which  has  ser 
the  nation  very  well.  Or 
the  other  hand,  we  cann 
live  outside  our  times.  1 
clearly,  the  times  have 
changed.  The  American  people  really  don't  want  monopoly,  no  matter  how  \ 
regulated.  They  want  competition  and  the  choices  that  brings. 

Technology  has  changed  as  well.  Not  too  long  ago,  data  processing  was 
one  thing,  communications  another.  That's  no  longer  true.  As  a  result,  man 
companies  here  and  abroad  have  the  technical  know-how  as  well  as  the  ma 
ing  resources  to  deliver  high-quality  communications  products,  services,  and 
systems.  Thus,  the  Bell  System  could  not  expect  to  operate  and  do  busines 
it  always  has. 

N  ver  underestimate  the  resourcefulness  and  dedication  of  telephone 

people  to  figure  out  how  to  reach  a  goal. 


URE,  not  demolition:' 

man  of  the  Board,  AT&T 

The  task  of  divesting  is  vastly  complicated.  But  we  have  the  human 
lent.  We  have  the  engineering  and  scientific  resources.  And  we  have  our  pride. 

While  our  companies  will  be  radically  changed,  the  basic  aims  of  AT&T 
id  the  telephone  companies  will  not  change:  to  serve  the  communications  needs 
the  nation,  and  to  assure  America  its  place  as  a  leader  in  high  technology 
orldwide. 

Restructured  by  a  Consent  Decree  with  the  Justice  Department,  the  new 
r&T  will  be  able  to  develop  and  apply  its  technologies  to  the  fullest. 

In  considering  the  Consent  Decree  proposal,  we  thought  long  and  hard 
xxit  whether  the  new  structure  would  imperil  our  ability  to  serve.  And  of  course 
e  never  would  have  accepted  any  terms  that  automatically  would  have  degraded 
e  quality  of  service  to  the  nation.  The  Decree  gives  us  the  opportunity  to 
lild  even  better  communications  services  and  systems  because  it  removes  the 
bitrary  constraints  which  have  limited  us  in  the  applications  of  our  technologies. 

We're  eager  to  bring  the  benefits  of  all  our  innovations  to  the  consumer 
the  competitive  Information  Age  marketplace. 

Both  AT&T  and  the  local  phone  companies  have  a  bright  future. 

We're  at  the  heart  of  the  fastest  growing,  most  promising  industry  in  the 
luntry.  The  new  AT&T— with  its  long-distance  network  and  its  new  subsidiary, 
merican  Bell,  plus  Western  Electric  and  Bell  Labs— is  in  league  with  the  future. 

The  telephone  companies,  which  already  provide  a  local  communications 
rstem  reaching  virtually  every  home  and  business,  are  enhancing  the  quality 
id  capability  of  their  local  lines  so  they  can  handle  total  information  services: 
rice,  video,  data,  even  the  new  cellular  mobile  phone  services.  We  are  pledged 
divest  these  companies  in  sound  financial  shape.  We  will  keep  that  pledge. 

This  industry  is  where  the  opportunities  and  the  excitement  are. 

If  we  have  a  truly  competitive  communications  marketplace,  with  regulation 
dy  where  it  is  needed,  I  believe  AT&T  and  the  divested  telephone  companies 
ive  a  significant  and  constructive  role  to  play  in  revitalizing  the  American 
»nomy  and  in  maintaining  and  enhancing  US  technological  leadership  in 
•mmunications. 

The  Bell  System  as  we  now  know  it  will  be  no  more.  We  will  divest.  But 
e  are  not  demolishing  the  promise  of  tomorrow.  That  promise  is  alive  and  well, 
ell  System  people  are  ready  for  new  directions. 

@  Bell  System 
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109  Corporate  Strategy: 

The  Myth  Of  Market  Share 

The  "growth/share  matrix"  may  help  si 
management   consulting  services,  but 
doesn't  always  fit  the  real  world. 

116  The  Streetwalker: 

The  Leverage  In  Fruehauf 

Also:  Allied's  Ed  Hennessy  does  the  mint 
with  RCA;  Charlie  Revson's  kid  brother; 
ice  and  flu;  and  Gabelli's  gambit. 

119  Cover  Story: 
Deere  &  Co. 

If  necessity  is  the  mother  of  invention,  th 
adversity  is  the  father  of  opportunity.  Ami< 
sea  of  troubles,  Deere  is  planning  for  a  i 
markable  industrial  opportunity. 

130  The  Up  &  Comers: 

Micron;  Bolt;  Discount  Corp. 

A  new  breed  of  RAMs  in  Idaho;  growing  pai 
in  the  oil  patch;  why  disdain  the  financ 
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Readers  in  high  places 

The  praise  keeps  pouring  in  for  Jim  Cook's  Forbes  cover  story  of  N 
22,  1982,  "The  molting  of  America."  The  Los  Angeles  Times,  Jan. 

".  .  .  Reagan's  chief  domestic  policy  adviser,  Edwin  L.  Harper,  wr 
the  President  a  one-page  memo  on  Dec.  4  that  ultimately  beca 
extraordinarily  influential.  Basically,  it  pointed  out  that .  .  .  traditi 
al  smokestack  industries  [were|  giving  way  to  high  technology  ; 
vast  changes  [were]  taking  place  in  the  nation's  job  structure. 

"Harper  had  been  inspired  to  write  the  memo  while  readin 
lengthy,  extensively  researched  article  in  the  Nov.  22  issue  of  Fori 
authored  by  the  magazine's  executive  editor,  James  Cook.  One  Wl 
House  official  .  .  .  recalled  that  'Ed  Harper  read  it  and  decided  it  i 
something  the  President  should  know  about.'  " 

Gandhi/Forbes 

Our  old  friend  Arthur  Jones,  long  of  Forbes,  now  of  the  Natic 
Catholic  Reporter,  saw  the  film  Gandhi  and  reminded  us  that  there  \ 
an  old  Forbes/Gandhi  connection.  Arthur  has  done  a  great  dea 
research  into  the  career  of  this  magazine's  founder,  the  late  I 
Forbes.  He  discovered  that  as  a  newspaperman  in  Natal,  South  Air 
B.C.  knew  Mohandas  K.  Gandhi.  This  would  have  been  around  IS 
when  Gandhi  was  a  young  English-educated  barrister  and  champ 
of  the  Indian  minority  in  South  Africa.  By  coincidence,  I  also  1 
acquainted  with  the  Indian  politician-saint,  some  35  years  later.  / 
foreign  correspondent  for  UPI  in  New  Delhi  in 
the  1940s,  I  regularly  covered  Gandhi.  My  dis- 
patch on  his  assassination  on  Jan.  30,  1948  was 
the  first  to  reach  the  world's  newspapers,  and  I 
had  the  melancholy  duty  of  staying  on  top  of 
the  story  over  the  many  days  it  remained  on 
the  front  page. 

I  dredge  all  this  from  the  distant  past  not  to 
brag,  but  to  make  a  point.  Lots  of  young  people 
have  spoken  to  me  about  the  film  in  emotional 
terms.  To  them  Gandhi  seems  a  sage  whose 
nonviolent  resistance  to  colonial  rule  suggests 
a  solution  to  today's  problems  of  violence.  Gandhi 

Alas.  Things  are  not  that  easy.  For  all  his   

veneer  of  simplicity,  Gandhi  was  an  immensely  sophisticated  pol 
cian.  He  understood  his  opponents,  the  British.  He  grasped  that  tl 
public  opinion  would  no  longer  stand  for  firing  upon  unarmed  crov 
In  short,  the  odds  were  in  his  favor  if  he  used  nonviolent  mean: 
disrupting  the  government.  His  nonviolence  was  a  political  tai 
grounded  in  his  understanding  of  the  basic  decency  of  the  Bril 
people. 

Contrast  the  British  mood  to  Adolf  Hitler's.  Hitler  advised  the  tl 
British  Prime  Minister  Neville  Chamberlain  to  shoot  Gandhi  anc 
that  didn't  work,  to  shoot  100,000  of  his  followers.  Joe  Stalin  wo 
have  seen  nothing  wrong  with  such  a  solution. 

Gandhi  was  one  of  the  great  men  of  modern  history.  But  he  was 
doctrinaire  pacifist.  In  his  last  months,  when  the  newly  independ 
Indian  government  was  airlifting  troops  into  Kashmir  to  figh 
Pakistani-sponsored  invasion,  Gandhi  did  not  object.  There  w 
times  for  nonviolence.  And  times  for  fighting  back.  Gandhi  was  ni 
simpleminded  peacenik. 
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A  system  that  helps  companies 
manage  travel  spending  should  come 
from  a  company  that  knows 
about  travel. 


The  American  Express  Corporate 
Card  System  can  certainly  help  com- 
panies  control  travel  and  entertainment 
spending. 

After  all,  it  improves  cash  flow. 
Cuts  administrative  costs.  Provides  in- 
formation  on  expenditures.  And  sim- 
plifies expense  reporting. 

But  our  system  does  more  than  help 
companies  manage  travel  spending. 
It  also  helps  companies  manage  travel. 

Each  traveling  employee  becomes 
an  American  Express  Cardmember. 
Which  means  they're  ready  for  almost 
every  conceivable  travel  and  entertainment  expense. 

It  also  means  they  have  access  to  our  legendary  travel  help,  at 
nearly  1,000  Travel  Service  Offices  all  around  the  world.  In  other  words, 
you  won't  be  sending  your  executives  out  into  the  world  alone. 

So  if  your  company  could  use  a  sys 
tern  to  manage  travel  spending,  ask 
yourself:  Who  knows  more  about 
travel  than  American  Express? 

&  St 

"  3 


For  more  information,  just 
send  us  the  coupon,  or  simply 
phone  the  toll-free  num- 
ber, 1-800-528-AMEX: 


•Travel  Service  Offices  of 
American  Express  Company,  its  subsidiane: 
and  Representariv 


The  American  Express  Corporate  Card  System. 


'  In  Arizona  call  602-954-2088. 


Company 

Title 

Address 

City 

State  Zip 

Phone 

No  of  Travelers 

24-00-0074-9 


Trends 


Edited  by  John  A.  Conway 


Charity's  champions 

The  big  givers  to  ehanty  in  1982  were 
oil  companies,  and  education  was  the 
favorite  cause,  according  to  a  7 1 1  -com- 
pany survey  by  the  American  Council 
for  the  Arts  in  New  York.  The  average- 
gift  to  education  was  $629,000;  to 
health  and  welfare,  $473,000;  to  civic 
causes,  $203,000;  to  arts  and  culture, 
$201,000;  and  to  all  others,  $166,000. 
Exxon  gave  the  most,  $45  million; 
Atlantic  Richfield  donated  $28  mil- 
lion. Others  in  the  top  ten  were  Chev- 
ron, Mobil,  Shell,  Gulf,  General  Mo- 
tors, Digital  Equipment,  R.J.  Reynolds 
and  3M.  (AT&T  would  have  made  the 
list  if  gifts  from  Bell  Labs,  Western 
Electric  and  13  Bell  operating  compa- 
nies were  included.)  The  Council's 
study  also  found  that  corporations  bud- 
geted an  average  of  $1.4  million  for 
charity,  favored  causes  operating  close 
to  their  home  bases  and  gave  less  than 
$25,000  as  individual  gifts  (except  to 
United  Way).  And  when  is  the  best 
time  to  knock  on  a  donor's  door?  In  the 
summer,  when  corporations  start  on 
their  budgets. 


Where  are  all 
the  salesmen? 

Even  though  some  10%  of  all  the  jobs 
in  the  U.S.  are  related  to  sales,  a 
recent  survey  by  William  Swinyard, 
business  professor  at  Brigham  Young 
University,  shows  that  business  stu- 
dents are  not  interested  in  selling. 
Swinyard  says  his  survey  of  1,203 
marketing  students  from  13  U.S.  col- 
leges shows  that  traditional  stereo- 
types of  salespeople  persist,  despite 
the  marketing  field's  overall  popular- 
ity. He  found  those  students  with  the 
highest  grades  and  greatest  number  of 
marketing  courses  were  least  likely  to 
choose  selling  as  a  career.  Students 
rated  consumer  product  sales  and  in- 
dustrial sales  careers  6  and  12  on  a  list 
of  17  careers,  he  says. 


The  local  tax  bite 

While  the  President  fights  to  keep  his 
tax  cuts,  the  states  are  doing  their  best 
to  offset  their  losses  by  raising  rev- 
enues. Last  year,  the  Tax  Foundation 
says,  taxes  went  up  $4  billion  in  23 
states.  Non-property  taxes  were  in- 
creased in  43  cases:  individual  income 
taxes  in  10  states;  sales  and  cigarette 
levies  in  9;  gasoline  taxes  in  8;  corpo- 
rate taxes  in  7.  Last  year  31%  of  state 
revenues  came  from  sales  taxes  (used 
in  45  states);  individual  income  taxes 


produced  a  bit  more  than  27%,  corpo- 
rate income  levies  more  than  9%. 
Connecticut  now  has  the  highest 
sales  tax,  7.5%,  while  New  York  City 
has  the  highest  combined  state  and 
local  sales  tax,  8.25%.  Individuals  pay 
most  in  New  York,  Delaware  and 
Iowa,  corporations  in  Minnesota  and 
Pennsylvania.  Drivers  face  the  high- 
est gasoline  taxes  in  Hawaii,  New 
Hampshire  and  Nebraska,  the  lowest 
in  oil-rich  Texas  and  Oklahoma. 


The  not  so-silent  partner 

Charles  Millard,  the  chairman,  and 
Edward  O'Reilley,  the  president,  of 
Coca-Cola  Bottling  Co.  of  New  York, 
have  high  hopes  for  the  mixers  they 
are  launching  with  an  $18  million  ad 
campaign;  but  their  not-so-silent  part- 
ner, Joseph  E.  Seagram  &  Sons,  may 
score  a  bigger,  if  subtler,  triumph.  The 
new  brand  will  be  labeled  Seagram's, 
complete  with  the  distiller's  logo, 
crest  and  motto  ("integrity,  tradition, 
craftsmanship").  So  Coke's  TV  mil- 
lions will  be  doing  more  than  plug- 
ging a  new  brand  of  whiskey- thinner. 


Coke's  new  mixers 

Seagram's  subtle  breakthrough. 

They  will  also  be  broadcasting  the 
Seagram  name,  which  is  categorically 
barred  from  the  airwaves  as  a  hard- 
hquor  brand.  The  Coke  line  will  be 
the  first  time  Seagram's  has  lent  its 
name  to  products  outside  the  family 
in  the  U.S.  (It  is  the  second  try  at 
mixers  by  New  York  Coke;  a  brand 
called  Rumbles,  in  1975,  fizzled.) 
Coke  of  New  York,  a  closely  held 
company,  is  now  36%  owned  by  the 
Atlanta  parent  Coca-Cola,  but  Mil- 
lard has  never  hesitated  over  trying 
non-Coke  lines.  He  handles  Sunkist 
orange  drink,  Lipton  iced  tea,  Welch's 
grape  juice,  General  Foods'  lemonade 
and  Dr  Pepper,  a  Coke  rival  that  hap- 
pens to  own  Canada  Dry,  target  of  the 
new  Seagram's  mixers. 


A  little  winner 

If  real  estate  is  slow,  try  banking.  Tl 
seems  to  be  the  philosophy  of  IJ 
Financial  Corp.,  a  small  ($12.4  m 
lion  sales)  Florida-based  realty  fir 
Nine  months  ago  IRE  bought  10% 
Bradenton,  Fla.'s  First  City  Fede 
Savings  &  Loan,  and  IRE  Preside 
Alan  Levan  says  he  has  options  : 
another  1 1%  and  hopes  to  get  dibs 
3%  more.  But  IRE  has  big-city  com] 
tition.  New  York's  Metropolitan  S; 
ings  Bank,  with  $6  billion  in  asse 
has  agreed  to  merge  with  First  C 
and  has  applied  to  the  Federal  Hoi 
Loan  Bank  Board  for  the  privile, 
(Metropolitan  merged  in  1981  w: 
Brooklyn  Savings  Bank  and  took  o\ 
the  Greenwich  Savings  Bank  t 
same  year.)  If  the  deal  is  approvi 
Metropolitan  will  take  a  tempti 
$40  a  share  offer  to  First  City  Federa 
shareholders.  Can  IRE  beat  the  b 
city  boys?  Levan  is  determined.  "\ 
plan  to  solicit  proxies  against  then 
he  says.  "Florida  is  a  very  strong  m 
ket  and  doesn't  need  the  interventi 
of  big  banks  .  .  .  that  will  only  mc 
funds  away."  But  if  Levan  loses, 
will  have  a  nice  consolation  prize: 
bought  in  at  an  average  $11  a  sh; 
and,  willy-nilly,  stands  to  gain  $'. 
million  from  the  Metropolitan  S; 
ings  Bank's  offer. 


Who's  on  first? 

Russell  Palmer,  managing  partner 
Touche  Ross  International,  is  the  1 
est  to  blast  the  "we're-number-on 
billing  figures  the  big  CPA  firms  li 
to  put  out  each  year.  From  now  on, 
says,  Touche  Ross  will  publish 
such  numbers  and  won't  do  so  un 
the  rest  of  the  profession  agrees  to  t 
figures  that  meet  the  hallowed  "g( 
erally  accepted   accounting  prin 
pies."  Coopers  &.  Lybrand  createc 
storm  a  couple  of  years  ago  by  bro; 
casting  billing  totals  that  put  it  fi 
among  CPA  firms.  The  competiti 
cried  foul  because  they  claimed  Cc 
pers  had  included  extraneous  tota 
In  any  case,  the  firm  will  no  lonj 
bother  with  the  numbers.  Some 
Palmer's    peers    suspect  persoi 
pique.  When  he  took  command 
Touche  Ross  during  his  wunderki 
days  a  decade  ago,  Palmer  went 
record  with  a  forecast  that  before  t 
long  his  firm  would  rank  third 
fourth  among  the  Big  Eight.  Rece 
tabulations  show  Touche  Ross 
eighth  place,  with  estimated  revent 
of  about  $800  million.  Peat,  Marwu 
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Sow  a  lockbox  that  unlocks 
your  cash  hours  sooner. 


ur  new  image-based  system 
ses  proven  space-age  technology 
increase  speed  and  accuracy. 

By  incorporating  image- 
ised  check  processing  into  our 
ready  highly  successful  lockbox 
-stem,  The  Northern  Trust 
>w  can  provide  you  with  even 
ster  funds  availability  and 
ore  accurate,  timely  inf or- 
ation reporting. 

Here's  how  the  process 
arks:  As  each  check  enters  the 
rstem,  its  image  is  recorded 
r  a  camera  and  stored  in  the 
'■stem's  computer.  For  all 
ibsequent  processing  steps- 
on preparing  the  reports  you 
>ecify— we  use  only  the  image 


of  the  check  projected  on  a 
video  terminal. 

Because  we  can  process 
checks  more  quickly,  more  funds 
are  available  to  you  sooner;  and 
you  also  realize  an  impressive 
improvement  in  the  quality, 
accuracy  and  timeliness  of  the 
reports  you  receive.  For  example, 
you  get  crisp,  clear,  laser-printed 
copies  of  your  checks  rather 
than  photostats.  This  improved 
quality  also  can  reduce  the  hidden 
costs  you  incur  in  working  with 
your  bank  to  resolve  inquiries. 

Significantly,  The  Northern 
Trust's  image-based  processing 
system  is  up  and  running  now. 
And,  since  all  of  our  present 
accounts  have  been  transferred 
to  the  new  system,  you  won't 
have  to  wait  to  take  advantage 
of  its  speed  and  efficiency. 


For  more  information, 
contact  Maureen  Keane,  Second 
vice  President,  The  Northern 
Trust,  50  South  La  Salle  Street, 
Chicago,  Illinois  60675.  Phone 
(312)630-6000. 

The  more  you  want 
your  bank  to  do, 
the  more  you  need 
The  Northern. 

Northern 
Trust 
Bank 

Member  F.D.  I.C. 


cnEfTERNSUN 


No.  325 


W08S.00 
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Mitchell,  particularly  outraged  when 
Coopers  &  Lyhrand  made  its  claim  to 
first  place,  is  now  reckoned  tops  in 
this  dubious  pecking  order,  with 
$1.15  billion  in  revenues,  just  a  book- 
keeper's blink  ahead  of  Arthur  Ander- 
sen ($1,123  billion)  and  Coopers 
($1.06  billion). 


The  cable  TV  store 

Only  27  million  of  the  80  million  U.S. 
homes  arc  hooked  up  to  cable  TV,  but 
the  lines  run  right  by  20  million  more. 
So  the  cable  networks  are  starting  re- 
tail stores  that  rent  movies,  sell  com- 
puters, video  cassette  players  and,  of 
course,  new  cable  hookups.  Time 
Inc.'s  American  Television  &  Com- 
munications Corp.  opened  a  store  in  a 
downtown  Austin,  Tex.  mall  last 
year.  "This  takes  a  very  intangible 
product  and  gives  it  some  shelf 
space,"  says  Russ  Barnes,  marketing 
director  of  ATC's  operation.  (The 
store  also  saves  ATC  at  least  $200,000 
a  year  because  drive-in  customers 
mean  fewer  outgoing  truck  trips.) 
Other  cable  companies  are  tuning  in. 
Vision  Cable  opened  a  store  in  Ft.  Lee, 
N.J.  last  fall.  Entrepreneur  Larry 
Welch  has  formed  American  Cable 
Connection  and  signed  on  Denver's 
Daniels  &.  Associates  for  10  fran- 
chised  stores  around  the  U.S.  He  ex- 
pects to  open  20  more  this  year  and  to 
sign  contracts  with  cable  operators  for 
another  100  to  open  in  1984.  Heritage 
Communications  in  Des  Moines  has 
designed  and  built  4  cable  stores  for 
other  networks. 


Off  the  public  pad 

Local  governments — particularly  the 
small  ones — are  turning  more  and 
more  to  the  private  sector  for  services 
once  handled  by  public  employees, 
says  James  Mercer  in  an  article  due  in 
the  Harvard  Business  Review.  The  presi- 
dent of  James  Mercer  &  Associates,  an 
Atlanta  consulting  firm,  says  the 
main  reason  is  cost  reduction.  Butte, 
Mont.,  for  example,  saves  more  than 
$600,000  a  year,  he  says,  by  contract- 
ing with  a  private  concern  to  run  a 
municipal  hospital.  Cleveland 
Heights,  Ohio  keeps  $8,000  a  year  by 
farming  out  its  public  relations.  Pri- 
vate operators  at  a  waste-water  treat- 
ment plant  in  Great  Falls,  Mont,  save 
that  city  $170,000  a  year.  "The  ex- 
pense of  refuse  collection,  the  func- 
tion perhaps  most  often  contracted 
out,"  Mercer  points  out,  "can  drop  by 
as  much  as  40%  when  done  by  private 


organizations."  Although  the  practice 
has  grown  rapidly,  there  is  plenty  of 
room  for  expansion.  The  Municipal 
Finance  Officers  Association,  he 
notes,  says  that  full-time  public  em- 
ployees in  labor-intensive  jobs  still 
perform  about  75%  of  the  work  of 
37,000  local  governments  in  the  U.S. 


Growing  pains 

How  are  secretaries — and  bosses — 
facing  the  office  of  the  future?  A  sur- 
vey of  more  than  3,000  secretaries  and 
executives  found  that  one  of  five  had 
electronic  typewriters,  word  proces- 
sors and  printers  and  more  than  10% 
boasted  computer  terminals  and  com- 
puter-based telephone  systems.  One 
in  five  executives  said  they  used  a 
terminal,  microcomputer,  word  pro- 
cessor or  printer  on  the  job.  The  sur- 
vey was  run  by  C.A.  Pesko  Associates 
for  Professional  Secretaries  Interna- 
tional and  Minolta  Corp.  Three  out  of 
five  big  companies  said  their  secre- 
taries had  microcomputers,  compared 
with  two  of  five  medium-size  firms 
and  one  in  five  small  companies. 
Most  of  those  canvassed  thought  the 
new  gadgets  improve  efficiency  and 
productivity,  but  there  were  draw- 
backs, too.  Half  the  secretaries  using 


Physiologist  Denise  Katnich 

Shaping  the  secretary  of  the  future. 


cathode-ray  displays  suffered  from 
eyestrain  and  back  or  neck  pains,  and 
about  25%  reported  headaches  or  oth- 
er problems.  That  confirmed  a  similar 
study  sponsored  last  fall  by  Verbatim 
Corp.  of  Sunnyvale,  Calif.,  a  maker  of 
computer  peripherals.  More  than  68% 
of  Verbatim's  respondents  mentioned 
health  concerns,  so  it  had  a  Los  Ange- 
les therapist  work  up  exercises  for  the 
desk-bound  workers.  Pesko,  which 


ran  the  Minolta  survey,  also  suggej 
ed  more  attention  to  stress  in  desig 
ing  equipment. 


Borrowing  from  Detroit 

New-car  buyers  arc  in  the  driver's  sc 
for  financing  them,  at  least  until  M; 
3 1 .  That's  the  current  deadline  for  tl 
11.9%  loans  Detroit's  big  three  a 
offering  to  all  comers  (a  deal  that  de; 
ers  across  the  country  are  pressing 
be  extended).  Ford  and  Chrysler  pre 
fer  the  low  rate  through  retail  len 
ers — banks,  savings  and  loan  asso< 
ations  and,  with  a  new  twist,  crec 
unions.  The  last  have  shied  aw 
from  car  loans  to  the  public  becau 
they  had  to  pay  a  commission  to  au 
dealers.  No  longer.  The  sales-starv 
carmakers  have  dropped  that  requn 
ment.  "We  hope  to  show  banks  ai 
other  financial  institutions  that  lc 
interest  rates  work,"  a  Chrysl 
spokesman  says.  Chrysler  pays  tl 
difference  between  tbe  11.9%  ra 
and  the  16%  charged  by  other  lendii 
agencies.  Ford  pays  the  lending  age 
cy  a  fee  based  on  the  size  of  the  c 
bought.  General  Motors  has  sufficic 
resources  to  handle  its  own  loans;  : 
dealers  offer  11.9%  contracts  ai 
then  sell  them  to  GM  Acceptan 
Corp.,  which  last  year  bought  $27 
billion  worth  of  lease  and  retail  i 
stallment  contracts. 


In  the  bag 

Is  the  ubiquitous  paper  bag  an  enda 
gered  species?  Hardly,  but  the  thrc 
is  there.  Plastic  grocery  sacks  ha 
captured  about  3%  of  the  $750  m 
lion  bag  market,  and  their  factory  c 
pacity  is  expected  to  increase  by  50 
this  year.  Students  of  the  supermark 
scene  are  surprised.  "I  never  thoug 
plastic  would  be  popular  in  plac 
where  people  drive  to  the  store,"  sa 
Bob  O'Neill,  Progressive  Grocer's  c 
ecutive  editor,  "but  even  big  stores 
malls  in  the  Midwest  are  using  thei 
Barriers  to  public  acceptance  seem 
be  gone."  Store  managers  buy  plasi 
because  the  new  sacks  are  often  20 
cheaper  than  paper.  Plastics  manufa 
turers  are  hoping  for  a  trend,  pointi; 
out  that  overseas,  plastic  bags  a 
more  often  the  rule  than  the  exce 
tion.  "In  Japan,  where  market  pen 
tration  approaches  80%,"  says  oi 
plastics  man,  "it's  hard  to  find  papei 
The  alarmed  paper-bag  makers  a 
fighting  back  with  price  cuts,  colorii 
contests  for  children,  even  a  print 
two-page  history  celebrating  th 
year's  100th  birthday  of  the  gre 
American  paper  bag. 
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LET  E-COM  "SIGN,  SEAL,  AND 
DELIVER"  YOUR  MAIL  FOR  LESS 
fHAN  YOU'RE  SPENDING  NOW 


There's  a  better  way  to  send  out  com- 
puter-originated mail.  The  Postal  Service's 
E-COM  Service.  It  lets  your  computer 
transmit  directly  to  ours.  So  you  can  send 
announcements  and  invoices,  for  example, 
while  you  bypass  a  lot  of  work-and  expense. 

E-COM  Service  is  a  cooperative  effort 
between  private  sector  communication  car- 


riers and  your  Post  Office.  Here's  how  it 
works.  Once  your  system  is  set  up  for  E-COM 
Service,  your  computer  operator  simply  pre- 
pares the  message.  It's  then  transmitted  as 
data,  by  telephone  or  other  communication 
carrier,  to  any  one  or  more  of  25  Serving  Post 
Offices  throughout  the  country.  And  E-COM 
Service  takes  care  of  all  the  rest. 


It  prints  your  messages,  which  can  be  up 
to  two  pages  long.  Folds  them.  And  puts  them 
in  envelopes,  all  at  the  Post  Office. 


It  provides  blue-and-white 
envelopes-for  impact 


It  gives  you  all  this-which  cuts  your  labor 
costs,  too-for  26c  for  the  first  page.  And  only 
5C  more  for  the  second.  Postage,  paper  & 
envelopes  included. 


It  saves  you  time  by  letting  you 
transmit  your  message  directly  to 
the  Post  Office  by  telephone  or 
other  communication  carrier.  And 
it  saves  time  by  printing  your 
message  right  at  the  Post  Office. 
Then  it  delivers  your  mail  in  just  2 
days  or  less. 


We  can  help  you  figure  out  the  best 
way  to  link  up  with  E-COM  Service. 
And  we  can  even  give  you  any  technical 
advice  you  might  need. 
So  why  not  let  new  E-COM  Service 
give  you  a  hand  with  the  mail?  For 
more  information,  simply  call  or  write 
your  communication  carrier  or  your 
local  Postmaster. 


E-COM 

IT  DELIVERS  SAVINGS  ALONG  WITH  THE  MAIL 
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Meeting  Japan's  Challenge 


Thirteenth  in  a  Series 
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TWO-PART  STRATEG 


WITH  JAPAN. 
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iking  to  compete  with  Japan.  These  include  development  of  more 
dvanced  technologies,  greater  precision  and  quality  in  manufacturing, 
ad  the  production  advantages  achieved  through  our  Participative 
lanagement  Program. 

These  have  become  the  key  building  blocks  of  our  business  offense. 
hey  make  for  more  effective  competition,  improved  products  and 
/stems,  better  service,  and  lower  costs.  We  have  applied  these  principles 
l  our  operations  here  at  home,  and  in  many  areas  around  the  world, 
Lcluding  Japan.  We  are  confident  that  these  efforts  will  ensure  success, 
rovided  they  are  practiced  in  business  atmospheres  with  free  market 
Dnditions,  where  one  company  can  compete  against  another  and 
rotectionism  is  at  a  minimum. 

However,  Japanese  government  policies  and  actions  over  the  last 
5  years  have  substantially  changed  conditions  of  international  competition 
)  the  disadvantage  of  independent  American  firms.  They  have  done  this  by 
xtreme  protectionism  at  home  and  by  collective  targeting  abroad. 

For  this  reason,  our  strategy  must  also  include  a  defense.  It  is  a  defense 
gainst  Japan's  government-ordained,  concerted  targeting  by  selected 
Dmpanies  that  aims  to  dominate  whole  industries  worldwide.  Their  tactics, 
lany  of  which  would  be  considered  illegal  if  we  were  to  practice  them 
l  the  U.S.,  threaten  independent  companies  here. 

Briefly,  we  seek  to  ensure  by  all  appropriate  means  that  the  market- 
istorting  effects  of  Japanese  government  and  business  policies  and  actions 
o  not  undermine  the  competitiveness  of  U.S.  industries.  We  will  petition  and 
ncourage  the  U.S.  government  to  remedy  violations  of  domestic  statutes 
id  internationally  agreed  rules  such  as  dumping  and  patent  infringement. 

We  will  also  promote  the  development  of  new  government  policy 
pproaches  to  enable  the  United  States  to  deal  more  effectively  with  the 
xcesses  of  foreign  government-supported  and  protected  competitors, 
and  when  our  foreign  competitors  take  illegal  advantage  here,  or  are 
iven  artificial  advantages  as  a  result  of  their  government  policy,  we  will 
rge  the  U.S.  government  to  eliminate,  counter,  or  offset  those  advantages. 

The  concerted  challenge  from  Japan  is  serious.  It  requires  a  serious 
ssponse— one  which  alerts  and  mobilizes  government  in  recognition  of  the 
igh  stakes  involved.  Both  a  strong  offense  and  defense  are  required 
)  ensure  success. 

MOTOROLA  A  World  Leader  in  Electronics. 
Quality  and  productivity  through  employee  participation  in  management. 


983  Motorola  Inc  Motorola  and(W)are  registered  trademarks  of  Motorola.  Inc 


Follow-Through 


Edited  by  John  A.  Conway 


Who  needs  glamour? 

When  Glenn  Bailey's  Keene  Corp. 
went  public  in  the  overheated  1968 
market,  the  New  York-based  mini- 
conglomerate's  shares  hit  a  mind-bog- 
gling multiple  of  205  times  earnings. 


By  1981  the  P/E  had  sunk  to  a  boring  6 
(Forbes,  Mar.  16,  1981).  Return  on  eq- 
uity had  blossomed  to  more  than 
17%,  but  investors  were  just  not  in- 
terested in  a  company  with  lackluster 
products  like  bearings,  light  fixtures 
and  insulation,  not  to  mention  a  slew 
of  lawsuits  stemming  from  an  asbes- 
tos operation  sold  off  in  1972. 

Chairman  and  Chief  Executive  Bai- 
ley owned  13%  of  the  stock,  so  he 
devised  a  plan  to  move  it  out  of  the 
doldrums.  He  created  a  holding  com- 
pany, Bairnco,  exchanged  its  shares 
for  Keene's  and  then  set  out  to  acquire 
firms  he  could  expand  and  later  spin 
off  to  shareholders.  If  the  market  re- 
mained skeptical,  he  told  Forbes, 
"the  benefits  then  will  be  psychologi- 
cal, more  in  the  realm  of  creating  an 
attractive  place  for  entrepreneurs."  By 
1987,  whatever  the  market's  reaction, 
Bailey  wanted  to  have  built  a  $1  bil- 
lion company  from  Keene's  $210  mil- 
lion in  sales.  "Will  the  concept  fly?" 
Forbes  asked.  "You  never  know  if 
you  don't  try." 

Bairnco  increased  sales  60%  when 
it  acquired  Lightolier  in  November 
1981  for  $47  million  in  cash,  double 
what  Bailey  wanted  to  pay.  Lightolier 
needed  a  white  knight,  and  the  com- 
pany fit  well  with  Bairnco's  existing 
industrial  lighting  division.  Bailey  is 
not  sorry  now.  Corporate  sales 
jumped  another  39%  last  year,  to 
$378  million.  Earnings  were  up  33%, 


to  $3  a  share,  and  Bailey  says  Lighto- 
lier contributed  about  50  cents  to 
that.  Bairnco,  moreover,  now  has  a 
14%  share  of  the  $2  billion  part  of  the 
U.S.  lighting  market  it  serves.  Within 
three  years  Bailey  hopes  that,  will 
reach  20%.  By  then  he  may  be  ready 


to  spin  off  the  acquisition.  He  wants 
Lightolier  to  go  into  the  market  at 
about  20  times  earnings.  But,  he  adds, 
"we  [will]  spin  off  mostly  debt,  very 
little  equity.  So  we  [will)  retain  cap- 
ital and  make  another  acquisition." 
Last  year  Bailey  paid  $3  million  for  a 
small  manufacturer  of  microwave  ab- 
sorbent material,  and  now,  he  says,  he 
is  looking  at  "five  or  six  companies." 

Bairnco  has  also  diminished  its  le- 
gal liabilities.  Last  year  a  U.S.  appeals 
court  ruled  that  Bairnco's  insurance 
carriers  would  have  to  cover  its  losses 
from  the  old  asbestos  company.  Its 
16,000-odd  asbestos  cases  now  have 
$380  million  in  coverage,  and  the 
company  will  no  longer  have  to  add  to 
its  $14  million  liability  fund.  Instead, 
capital  can  go  to  build  its  acquired 
businesses.  Will  Bairnco  reach  that  $1 
billion  in  sales  by  1987?  "We're  going 
to  try,"  says  Bailey. 


Pop  goes  the  condo 

A  few  years  ago  Florida's  luxury  con- 
dominiums were  perhaps  the  best 
money  game  in  North  America. 
Homes  might  be  going  begging,  but 
the  $400,000  condo  with  marina, 
health  club  and  tennis  courts  was 
bringing  buyers  from  as  far  away  as 
South  America  and  Europe  (Forbes, 
Mar  16,  1981).  Builders  were  pricing 
condos  by  the  square  foot  rather  than 
by  unit — and  getting  $200  a  foot.  Still, 


Forbes  warned,  a  rush  of  new  uni 
into  the  market  and  continued  speci 
lative  buying  (43%  of  sales  from  19" 
to  1980  were  to  speculators)  cou 
soon  pop  the  bubble.  Half  a  year  lat 
the  clouds  over  condo  heaven  had  b 
come  a  solid  overcast.  Foreign  buye 
had  cooled  off  and  speculators  we 
trying  to  unload  bought-on-spec  coi 
dos  at  $100  a  square  foot  (Folkn 
Through,  Oct.  M,  1981). 

Now  the  luxury  condo  mark 
seems  really  dead.  Lewis  Goodkin 
Ft.  Lauderdale's  Goodkin  Realty  R 
search  Corp.  reports  about  12,700  u: 
sold  luxury  units  in  Dade  Coun 
alone,  with  sales  few  and  far  betwee 
The  situation  is  similar  in  other  lux 
ry  markets,  he  says,  but  Miami 
worst  off.  "Lenders  have  been  notic 
ably  patient,"  Goodkin  says,  but  th< 
have  already  begun  taking  over,  ar 
he  expects  to  see  a  lot  more  foreel 
sures.  One  developer  reportedly  h; 
sold  out  his  project,  but  60%  of  tl 
buyers  walked  away  from  their  10' 
deposits.  "There  is  not  much  altern 
tive  for  the  banks,"  says  James  I 
White,  president  of  Miami's  Flagsh 
Banks.  "If  they  don't  take  over,  th< 
have  a  project  going  downhill  becau: 
developers  can't  afford  to  pay  loans. 

The  exceptions  that  prove  the  ru 
are  established  luxury  complexes  lil 
Grove  Isle  in  Coconut  Grove  ar 
Turnberry  Isle  in  North  Miami.  Bi 
even  the  top  establishments  ha^ 
been  discounting,  and  sales  are  s\o\ 
Grove  Isle  developer  Martin  Marg 
lies,  who  says  he  still  views  his  inve: 
tory  as  his  "savings  bank"  and  is  loo 


Florida  condo  developer  Don  Sqffer 
Once  they  came  from  far  and  near 


Bairnco  Chairman  and  CEO  Glenn  Bailey 

Build  'em  up,  spin  'em  off,  drop  the  debt,  keep  the  cash. 
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ing  for  capital  gains  treatment,  has 
sold  only  70  units  in  two  years.  The 
40-odd  he  sold  last  year  fetched 
$400,000  apiece,  but  only  because 
Margulies  offered  two-year  loans  at 
10%,  a  steep  discount  from  the  17% 
or  18%  banks  were  asking  for  mort- 
gages. At  Turnberry  Isle,  developer 
Don  Soffer  says  950  of  1,100  units 
have  been  sold  in  all,  but  only  about 
40  went  last  year,  compared  with  120 
in  1981.  "We  lost  the  European,  the 
French  buyers,"  Soffer  says. 

If  once  there  was  hope  of  a  fast 
recovery,  there  is  no  longer.  "It  will 
take  a  minimum  of  three  years  to  get 
this  inventory  at  a  manageable  level," 
Goodkin  says. 

The  waterbed 
comes  of  age 

"The  waterbed,  with  all  its  leering 
implications  that  nights  were  meant 
for  more  than  sleeping,  was  not  the 
passing  fad  its  critics  termed  it," 
Forbes  reported  nearly  three  and  a  half 
years  ago  (Nov.  26,  1979).  Retailers 
expected  the  item  to  hit  sales  that  year 
of  $600  million,  up  over  50%  from 
1978.  Simmons,  "the  synonym  for 
mattress,"  increased  its  capacity  for 
its  hybrid  model  (half  coil  springs,  half 
water),  and  the  major  catalog  stores 
were  listing  them. 

Waterbeds  are  now  making  their 
way  into  the  mainstream.  The  Wa- 
terbed Manufacturers  Association 
(based,  naturally,  in  Los  Angeles)  says 
1.8  million  of  the  beds  were  sold  last 
year,  13.7%  of  the  total  13-million-bed 
market.  Waterbed  unit  sales  have  av- 
eraged 42%-a-year  growth  for  the  last 
two  years,  wbile  conventional  mat- 
tresses were  down  5%  a  year.  What's 
more,  waterbeds  are  big  moneymak- 
ers. The  wholesale  market  hit  $400 
million  last  year,  compared  with 
about  $1.5  billion  for  traditional  bed- 
ding. Stores  like  Sears,  Penney  and 
Ward  now  handle  them  and  more  mat- 
tressmakers  are  getting  into  the  act. 

"Traditional  mattress  sales  have  in- 
creased in  dollars,"  says  Donald  Robb, 
president  of  Chicago's  Restonic,  "but 
units  have  stayed  flat."  In  dollar  sales, 
he  predicts,  the  waterbed  industry 
will  soon  be  as  large  as  conventional 
bedding,  or  even  larger.  One  reason: 
Waterbeds  cost  60%  more  on  average 
than  conventional  beds  because  you 
have  to  buy  a  frame,  heater  and  liner 
in  addition  to  the  mattress.  Robb  also 
reports  that  90%  of  all  waterbeds  sold 
are  the  higher-priced  king  and  queen 
sizes,  whereas  less  than  40%  of  con- 
ventional bedding  falls  into  those 
broad-beam  categories. 
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Sebagos, 
The  difference 
is  legendary 


Only  Sebago  classics  provide  exclusive  Patented  Welt  Con- 
struction to  give  you  greater  comfort,  support,  flexibility  and 
durability.  Highest  quality  leather  uppers  Impeccable  crafts- 
manship. Available  at  fine  stores  throughout  the  world  or  write  to 
us  at  Sebago,  Dept.  839,  Westbrook,  Maine  04092. 


SEBAGO 


HOW  TO  MOVE  YOUR 
COMPANY  TO  WASHINGTON 
WITHOUT  MAKING  A 
FEDERAL  CASE  OUT  OF  IT. 

Whether  your  company  deals  directly 
with  the  federal  government  or  not,  there 
are  enormous  benefits  to  locating  near 
Washington. 

Mail  us  this  coupon,  and  we'll  tell 
you  what  they  are  and  how  you  can 
take  advantage  of  them  by  moving 
to  Fairfax  County,  Virginia. 


Name_ 
Title  _ 


Company. 
Address  _ 


. Phone  - 


City. 


.State . 


-Zip. 


Inquire  in  confidence  to:  April  L.  Young,  Executive  Director,  Fairfax  Countv  Economic  Development  Authority, 
8330  Old  Courthouse  Road,  Suite  800,  Tysons  Corner,  Vienna,  Virginia,  22180.  Phone  (703)  790  0600. 

 FAIRFAX  COUNTY,  VIRGINIA  ™ 
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Mellon  defines  banking  issues 


Relationship  bankin 
Buzzword  or  benefit' 


Banks  are  introducing  a  new  approach  to 
serving  their  corporate  customers.  By  stress- 
ing the  total  banking  relationship,  they  hope 
to  provide  more  services  more  effectively 
than  ever  before.  But  how  does  the  concept 
really  help  the  corporate  financial  officer? 

In  an  industry  where  jargon  abounds,  "relationship 
banking"  has  become  the  latest  catchphrase.The 
calling  officer  is  becoming  the  relationship  officer, 
supposedly  personifying  an  entirely  new  attitude 
toward  business.  Corporate  treasurers,  however,  may 
wonder  if  the  relationship  officer  is  anything  more 
than  a  loan  officer  with  additional  products  to  sell. 

Relationship  banking  clearly  meets  the  major  banks' 
need  to  broaden  their  income  base  by  providing  finan- 
cial services  that  go  well  beyond  lending.  What's  not 
clear  to  many  corporate  clients  is  whether  it  meets 
their  own  needs.  Does  relationship  banking  represent 
an  improvement  in  financial  services,  or  is  it  a 
marketing  gimmick? 


The  banker's  new  role 


The  commercial  banker's  job  used  to  be  very  different 
from  what  it  is  today.  Banks  held  the  sole  franchise 
for  checking  accounts,  paid  depositors  regulated  rates, 
and  faced  only  local  competition.  The  few  corporate 
services  they  offered  were  merely  adjuncts  to  checking 
and  credit. 

Today's  corporate  account  officer  fulfills  a  different 
role.  Since  the  early  1970s,  brokerage  houses,  insur- 
ance companies  and  pension  funds,  even  companies' 
own  finance  departments,  have  all  encroached  on  the 
banks'  traditional  territory.  Competition  among 
domestic  and  foreign  banks  has  become  fierce:  by  one 
estimate,  the  treasurer  of  a  multinational  company 
plays  host  to  more  than  100  bankers  every  90  days. 


With  competition  and  deregulation  squeezing 
profit  margins  on  lending,  fees  from  noncredit 
cial  services  have  taken  on  new  significance.  / 
same  time,  corporate  finance  staffs  have  been  g 
Throughout  the  1970s,  large  companies  were  ; 
specialists  in  operations,  international  financi 
sion  management,  and  other  areas.  These  spe< 
sought  expert  assistance.  In  response,  banks  € 
their  own  calling  staffs  to  include  more  specia 
of  their  own. 

The  result  was  a  complex  set  of  supplier  relatu 
causing  coordination  problems  for  bankers  anc 
rate  treasurers  alike.  The  lending  officer,  tradr 
the  focus  for  the  banking  relationship,  often  h 
little  knowledge  of  who  else  at  the  bank  was  c; 
on  the  customer,  what  problems  had  been  ider 


Third  of  a  series 


what  solutions  had  been  proposed.  Relationship 
king  came  about  as  an  effort  to  rationalize  and 
dinate  the  services  a  bank  provides  each  customer, 
ffers  a  better  framework  for  banks  to  help  com- 
ies  meet  the  new  financial  challenges  they  face. 


k  demands  on  calling  officers 


.he  relationship  officer's  disposal  is  the  bank's 
re  range  of  expertise.  The  officer  acts  as  conduit 
;he  bank's  most  important  new  product— not 
iey,  but  information.  While  he  or  she  can't  be  a 
ualist  in  every  area,  the  relationship  officer  must 
ble  to  pinpoint  problems  and  bring  the  right 
is  to  bear  on  them. 

instance,  faced  with  a  loan  request,  the  tradi- 
al  lending  officer  would  simply  concentrate  on  a 
ted  number  of  credit  options.  A  relationship  officer, 
ever,  examines  the  overall  situation  that  led  to 
request.  Such  an  analysis  might  indicate  that  the 
i  request  is  being  generated  by  a  cyclical  pension 
iing  requirement;  this  in  turn  could  be  at  least 
ially  reduced  by  employing  a  master  trust  arrange- 
it  to  minimize  float  losses  among  several 
(tees. 

relationship  officer  needs  more  than  just  a 
•ough  knowledge  of  the  customer's  needs  and  the 
k's  resources.  What's  called  for  is  an  overall  under- 
iding  of  how  the  two  fit  together.  The  relationship 
:er  knows  exactly  which  services  are  being  sup- 
d  to  the  customer,  and  has  the  ingenuity  —  and 
clout  — to  see  that  a  company  gets  the  attention 
the  support  it  needs. 

atever  a  company's  particular  characteristics,  the 
ker  who  serves  it  will  have  to  supply  analytical 
Is  and  judgment,  not  just  facts  and  figures.  As 
ipanies  follow  the  trend  toward  reducing  the  num- 
of  their  principal  banking  relationships,  they 
i  each  bank  to  supply  them  with  more  skills,  in 
iter  depth  than  ever  before. 


nging  up  the  new  bankers 


iking  remains  a  personal  business,  and  the  new 
ker  still  has  to  forge  close  ties  with  customers, 
the  new  banker's  judgment  goes  beyond  saying 
3"  or  "no"  to  a  simple  request.  The  new  breed  of 


banker  is  an  information  manager,  a  problem  solver, 
and  the  coordinator  of  a  team  of  specialists. 

Banks  must  make  a  concentrated  effort  to  recruit  and 
train  new  officers  who  are  capable  of  fulfilling  this 
role.  They  will  have  to  have  a  broader  understanding  of 
business  and  finance.  They  will  have  to  be  consultants 
and  communicators,  innovators  and  strategists.  And 
they  will  have  to  be  attuned  to  daily  changes  in  the 
economic  environment. 

In  short,  the  new  banker  will  have  to  be  a  dedicated 
professional.  For  without  that  professionalism,  neither 
banks  nor  their  customers  will  derive  the  full  bene- 
fit of  the  information,  skills,  and  techniques  that 
banks  are  now  developing. 


At  Mellon,  we  are  totally  committed  to  relationship 
banking.  As  a  leader  in  corporate  banking,  we're 
forging  the  new  credit  and  noncredit  services  that 
build  total  banking  relationships.  And  we're  recruiting, 
training,  and  supporting  the  high  quality  officers 
who  can  bring  these  services  to  bear  on  every  aspect  of 
corporate  finance.  It's  one  more  way  in  which  Mellon 
provides  premier  financial  services  to  corporate 
customers. 

Mellon  Bank  and  Mellon  Financial  Services  are  subsidi- 
aries of  Mellon  National  Corporation.  Mellon  Finan- 
cial Services,  which  operates  representative  offices  for 
the  Bank,  also  provides  consumer  and  commercial 
finance,  real  estate  investment  management,  leasing 
and  real  estate  finance  services. 


Mellon  Bank 

One  of  the  banks  that  define  banking 

For  more  information  on  this  subject,  write  the  Communications 
Office,  Mellon  Bank,  Mellon  Square,  Pittsburgh,  PA  15230. 


Readers  Say 


is  GOING  UP. 

The  nation  is  moving  to 

the  Southwest. 
And  Phoenix  is  at  the  heart  of  it. 
Suddenly,  we're  the  ninth  largesl 
American  city.  They're  calling  us 
"the  quintessential  Sun  Belt 

boom  town." 
Now's  the  time  to  consider  a 
corporate  relocation.  Downtown 
Phoenix  is  going  up,  and  you'll 
want  a  place  on  the  ground  floor. 

Our  assignment  from  the  Mayor's 
Office  is  to  help  get  y()U  here. 

For  details,  contact  the  Central 
Phoenix  Redevelopment  Agency, 

251  West  Washington  Street, 
Suite  813,  Phoenix,  Arizona  85003 
(602)  262-5040. 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mail- 
ing label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes  enter  your  address  on 
this  form  and  check  the  subscription  you 
prefer.  □  1  year  $36  □  3  years  $72  (the 
equivalent  of  one  year  free).  Canadian 
orders,  1  year  $50,  3  years  $104.  Orders 
for  other  countries  add  $25  a  year. 

Subscription  Serv  ice  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  1001 1 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  prim  I 


New  Address 


City 


State 


Zip 


Date  of  Address  Change 


F3820 


Obsolete,  but  sacrosanct 

Sir:  You  remind  us  that  if  there's  a 
need  to  pare  the  defense  budget,  then 
what  better  place  to  start  with  than 
long-obsolete  military  bases  (/-'act  and 
Comment,  Jan  M).  Funny,  but  with  so 
many  voices  in  Congress  screaming 
for  military  budget  cuts,  I  don't  recall 
even  one  with  the  integrity  to  have 
echoed  your  suggestion. 
— Morgan  Mertzjr. 
Ho-Ho-Kus,  N.J. 

Sir:  As  a  retired  Air  Force  officer  I 
recall,  in  the  Fifties,  we  tried  to  close 
unnecded  bases  to  divert  resources 
for  upgrading  the  bomber  force.  The 
idea  was  squashed  by  the  politicos  in 
Congress. 
— Nick  Polio 
Sudbury,  Mass. 


Reputable  hospital 

Sir:  As  a  vigilant  director  of  Bridge- 
port Hospital  who  chairs  their  Patient 
and  Public  Relations  Committee,  I 
really  must  respond  to  your  Feb.  14 
cover  featuring  Dan  Cunningham  car- 
rying that  placard.  Most  people  judge 
everything  by  the  unopened  cover  and 
not  the  content.  The  content  was  su- 
per— the  cover  a  disaster! 
— Barbara  Bodine 
Bridgeport,  Conn. 


Forbes 


ENTREPRENEUR 
DAN  CUNNINGHAM 

THE  PROFITS 
WERE  TOO  GOOD 
TO  LAST 


Sir:  Re  the  reference  to  "signed  up" 
Burns'  guards.  Burns  has  lawfully  and 
consistently  refused  to  recognize  or 
negotiate  with  Cunningham  and/or 
his  cohorts  and  was  initially  instru- 
mental in  bringing  much  of  the  de- 


scribed fact  pattern  to  the  attention  i 
the  National  Labor  Relations  Boar 
where  Burns  now  has  a  priority  ca; 
pending. 

— -J.M.  Geraty 

Vice  President-Labor  Relations. 

Burns  International  Security  Sen  ices  In 

Briarcliff  Manor,  N.Y. 


What  to  do  about  the  yei 

Sir:  Your  editorial  on  the  need 
bring  about  a  more  realistic  yen/dc 
lar  exchange  rate  (Fact  and  Comme, 
U,  Jan.  H)  was  timely  and  welcom 
The  proper  value  of  the  yen  is  in  tl 
range  of  180  to  200  to  the  dollar. 

For  the  yen  to  reach  that  range  ar 
stabilize  there,  the  Japanese  mu 
move  toward  true  internationaliz 
tion  of  their  currency  and  permit  ca 
ital  to  move  as  freely  in  and  out 
Japan  as  it  does  the  U.S. 
— Lee  1.  Morgan 
Chairman  and  CEO, 
Caterpillar  Tractor  Co. 
Peoria.  Ill 

Sir:  Our  problem  is  that  our  intere 
rates  are  too  high.  We  can't  get  the: 
down  by  devaluing  the  dollar  or  1 
decreeing  lower  interest  rates. 

If  we  were  to  peg  the  price  of  gol 
U.S.  interest  rates  would  fall  and  v 
would  not  worry  about  Japan's  trac 
balance  in  the  resulting  noninflatio: 
ary  boom. 
— Jude  Wanniski 
President, 
Polyconomics,  Inc. 
Morristown,  N.J. 


Old  problems 

Sir:  The  Verbatim  problems  referrt 
to  in  your  article  (Jan  M  >  were  co 
rected  2lA  years  ago,  before  Malcoli 
Northrup  joined  us.  Our  excellent  D 
talife  media  was  also  introduced  the 
I  personally  selected  and  recruit< 
Northrup. 

It  was  my  decision,  not  the  board 
directors',  as  you  have  implied,  that 
would  retire  as  a  full-time  employt 
on  Jan.  1,  1983  (when  I  reached  65). 
— /.  Reid  Anderson 
Los  Altos  I  lilts.  Calif. 


False  credit 

Sir:  Surely  reader  Mintz  (Readers  Sc 
Jan  17)  can't  be  serious  when  he  givi 
unions  credit  for  the  fewer  hours  pi 


18 


FORBES,  MARCH  14,  198 


BELGIUM 

rhe  Surprise  Package  of  Europe. 


URPRISE!  Belgium  is  practically  a 
on-stop  festival.  So  anywhere  you 
zander,  you're  liable  to  come  face  to 
nees  with  one  of  our  festive  folklore 
iants. 


SURPRISE!  You  can  fly  Sabena  non- 
stop to  Brussels  from  New  York, 
Chicago  and  Atlanta  and  direct  from 
Detroit  via  Montreal. 


SURPRISE! -Did  you  know  that 
Rubens  was  a  Belgian?  And 
Breughel?  And  Van  Eyck?  You  can 
see  and  savor  their  masterpieces  in 
museums  throughout  Belgium. 


SURPRISE!  Bruges  is  the  most 
eautiful,  most  romantic  city  in  the 
/orld.  Since  the  Middle  Ages,  it 
asn't  changed  by  a  cobblestone. 


SURPRISE!  Mussels  in  Brussels  are 
a  must.  But  be  warned:  In  Belgian 
restaurants,  a  serving  for  one  is  more 
than  enough  for  two. 


SURPRISE!  There  are-castles- every- 
where. In  fact,  Belgium  probably  has 
more  castles  per  square  mile  than 
any  other  country  in  Europe. 


The  surprises  begin  on  your  SABENA  widebody 
ight.  You'll  enjoy  old  world  charm,  new  world  comfort 
nd  a  meal  that  is  nothing  short  of  a  Belgian  banquet, 
ou'll  land  in  beautiful,  beautiful  Brussels— the 
eart  of  Europe. 

This  is  the  time  of  year  that  Europeans  love 
Europe  best— for  shopping,  for  theatre, 
)r  opera,  for  ballet.  There's  so  much 
3  do  and  it  costs  so  much  less, 
i  fact,  right  now  your  dollar  buys  more 
lore  Belgian  chocolate,  more  Belgian 
ice,  more  Belgian  crystal,  more  Belgium! 
-than  ever  before. 

Ask  your  travel  agent  about  special 
Xirs  to  Belgium;  one  more  reason 
)  say,  "Put  me  on  Sabena." 


"IVe  put  you  on  Sabena." 

Belgian  National  Tourist  Office 

745  Fifth  Avenue.  Mew  York.  N.Y.  10151 

Please  send  me  your  full-color  brochure, 
"The  Surprise  Package  of  Europe." 


.State. 


.Zip. 


toelgian  world  airlines 

From  New  Yoik,  Atlanta  Chicago.  Detroit 


('off  li.iiiis 
I  Wat  lire: 
(he  ini,u;ii]<iti(in 


■  CYBIS  1983 

A  touch  of  gold.  It  takes  the  experienced  hand  of  a  Cybis  artist  to  apply 
24-karat  liquid  gold  to  fine  porcelain.  This  is  only  one  of  the  ancient  tech- 
niques mastered  by  Cybis,  the  American  studio  whose  sculptures  are  treasured 
by  discriminating  collectors  of  the  world's  finest  porcelain  art.  Guinevere, 
a  restricted  issue  of  500.  10"  $1650.  For  more  information  about  Cybis, 
contact  CYBIS,  65  Norman  Ave.,  FQ  Trenton,  NJ  08618.  (609)  392-6074. 


Come  for  business. 
Stay  for  fun. 

You'll  come  to  the  Washington  Hilton  for 
our  location,  our  meeting  and  guest 
rooms,  and  most  importantly  for  our 
outstanding  reputation  among  business 
people  (backed  by  Mobil's  four  stars. 
AAA's  four  diamonds  and  Meetings  and 
Conventions'  Gold  Key).  But  you'll  stay 
for  The  Racquet  Club's  Har-Tru"  tennis 
courts,  Olympic  size  pool,  saunas,  Jacuzzis, 
and  more.  When  you've  had  enough 
business,  have  some  fun.  The  new 
Washington  Hilton  way.  Call  your  local 
Hilton  Reservation  Service  or  contact  us 
directly  at  (202)  483-3000. 

The  new 
Washington  Hilton  way. 

1919Connecticut  Ave.,  N.W.,  Washington, D.C.  20009 


Readers  Say 


week  now  necessary  to  earn  a  living. 

Better  equipment  and  methods 
have  increased  productivity  with  less 
physical  effort,  though  modern  Lud- 
dites often  try  to  hinder  progress 
through  strikes,  sabotage,  make-work 
practices,  featherbedding,  etc. 
— /.V.  Vanderploeg 
Toronto,  Ont 

See  story  on  page  104 — Ed. 


After  the  split 

Sir:  The  1980  and  1981  earnings  pei 
share  of  Wang  Labs  < Statistical  Spotlight, 
Feb  14)  should  have  been  adjusted  foi 
a  2-for-l  split  (ex  date  Dec.  31,  1982) 
The  correct  figures  are:  1980,  $0.50 
1981,  $0.68. 
— Steve  Fan 
New  York,  NY. 


Manic  moods 

Sir:  Re  this  cutting  from  Fact  anc 
Comment  (Aug.  16,  1982).  The  Dec. 
30  rate  was  11%.  When  times  are  bad, 
we  are  too  pessimistic  and  when 
times  are  good,  we  are  too  optimistic. 

The  world  (and  business)  tends  tc 
operate  in  the  middle  much  more 
than  we  admit. 
— -Jon  E.  Kelly 
Tulsa.  Ok/a  ' 

"With  all  thy  getting  get  understanding' 

Fact  and  Comment 

B\  Malcolm  S.  h>rhev  hditi>r-in-(  ^hief 


INTEREST  RATES  HEADED  DOWR 

to  14%  by  year's  end  is  my  prognosis  Savvy  son 
■  Steve  (Malcolm  |r  )  thinks  they'll  be  down  to  12% 


Nocturnal  encounters 

Sir:  Your  encounter  in  Rock  Springs 
Colo,  with  one  of  the  ladies  of  the 
night  (Fact  and  Comment,  Nov.  8)  re- 
minded me  of  a  similar  experience.  1 
had  stopped  there  for  dinner  and  was 
across  the  street  at  a  bar  having  a 
drink  when  I  overheard  one  of  the 
ladies  complain  to  another,  "There's 
so  many  cops  around  tonight,  a  girl 
can't  even  solicitate!" 
—John  T.  Schwartz 
Boulder.  Colo. 
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Make  room  for  data. 


Now  the  IBM  Displaywriter,  the 
est-selling  stand-alone  text  proe- 
ssor,  can  also  be  a  data  processor. 

How  does  one  make  the  best-selling 
and-alone  text  proc  essor  better? 

By  making  it  a  data  processor  as  well. 

Whic  h  is  exactly  what  IBM  has  done 
ith  the  Display-writer  System. 

Now  it  can  use  the  UCSD  p- System* 
run  computer  programs.  Which  means 


the  IBM  Displaywriter  can  help  create 
financial  and  budget  plans,  sales  projec- 
tions, and  statistical  analyses.  It  can  also 
be  used  to  develop  your  own  applications 
using  a  variety  of  programming  languages. 
And  it  can  merge  text  and  data  into  a 
single  document  or  file. 

Of  course,  as  a  text  processor,  the 
Displaywriter  still  performs  all  the  tasks 
that  made  it  so  popular  in  the  first  place. 
It  helps  edit,  revise,  reformat,  check  and 


correct  spelling,  merge,  do  math,  file  and 
footnote.  And  it  communicates  with  com- 
patible IBM  computers  and  office  systems. 

What  IBM  has  done,  with  this  latest 
addition,  is  simply  to  make  the.  Display- 
writer  even  more  indispensable. 

For  a  free  demonstration  of  the 
Displaywriters  data  capabilities,  call  your 
local  IBM  representative  or  IBM  Direct 
at  the  toll-free  number  below,  spsr^rr  = 


Call  IBM  Direct  1 8(M)  631-5582  Ext.  7.  in  Hawaii/Alaska  1  800  526 
Or  write  to  IBM,  DRM,  Dept.  OC7,  4tM)  Parson  s  Pond  Drive,  Franklin 


2484  Ext.  7. 
Lakes.  NJ  07417. 


"UCSD  p-Syutem  is  a  trademark  of  the  Regents  of  the  University  of  California 


telecommunication  architects:  Around  town, 
round  the  world.  Around  home.  Around  the  office, 
he  telecommunication  revolution  is  happening, 
ow.  You've  yet  to  see  all  its  benefits.  But  more 
nd  more  things  that  used  to  take  days  to  accom- 
ilish  can  now 


happen  in  seconds.  At  the  lead- 
rig  edge  of  these  events  you'll  find  Continental 
telecom  Inc.,  and  its  dozen  companies.  From  small 
ffices  to  satellite  networks  Contel  companies 
lan9  design,  construct,  install,  maintain,  and  inno- 
ate.  Telecommunication  has  been  called  "t  he  indus- 
try that  defines  the  80's."  At  Contel  you'll  find 
is  defining  telecommunication.  From  telephony 
o  satellites.  Architects  of  telecommunication. 


MORE  INFORMATION,  WRITE  DEPARTMENT  201 .  245  PERIMETER  CENTER  PARKWAY,  ATLANTA,  GA  30346. 
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GMC 

Truck  &  Coach. 
General  Motors 
Corporation 


DO  YOUR  PROFITS 

100KUKE 
THEY'VE  BEEN  HIT 
BY A TRUCK? 


These  days,  whether  you're  in  the 
trucking  business  or  simply  use  trucks 
in  your  business,  you  Ye  confronted 
with  the  same  problem.  Rising  truck 
operating  costs.  It's  no 
wonder 


that 

some  companies 


nes  '^^Sftss&gS 


The  message  is  clear:  Anything  less 
than  a  fully  efficient  truck 
fleet  is  bad  business. 

With  that  in 
mind,  right 
here  seems 
a  most 


profits  look  like 
they've  been 


A. 


hit  by  a 
truck. 
Because 
they  have 
As  a  re 
suit,  fleet 
managers 
are  taking 
a  very  hard 
look  at  controlling 
costs.  Wherever  and 
whenever  they  can.  And 
some  of  them  are  finding  big 
savings  in  unexpected  areas.  For 
instance,  one  big  fleet  found  it  was 
paying  twice  as  much  for  its  annual 
paint  jobs  as  it  should  have.  Correcting 
that  situation  resulted  in  savings  of 
over  S40,000  a  year.  Other  managers 
have  found  that  engine  rpm  running 
a  little  high,  or  tire  inflation  a  little 
low,  can  drain  off  thousands  of  dollars 
annually  in  increased  operating  costs. 
Concerns  about  truck  maintenance 
have  moved  from  the  garage  service 
bays  to  the  front  office  of  management. 


on  the  subject.  Then  there's  our  ful 
line  of  full-size  diese 
powered  trucks: 
pickups,  vans, 
s  Suburbans  at 
^  Jimmys.  The 
wide  selection 
available  Deti 
Diesel,  Caterpi 
and  Cummin 


appropriate  pk 
put  in  a  word  for  the  product  spon- 
soring this  message:  GMC  trucks. 

At  GMC  our  aim,  quite  simply,  is 
to  offer  trucks  that  know  how  to  suc- 
ceed in  business— your  business. 

Just  consider  a  few  of  the  things 
that  were  done  to  make  our  trucks 
look  beautiful  to  your  bookkeeper. 
Like  our  Dragfoiler.  We  developed  it 
and  made  it  available  on  our  heavy- 
duty  GMCs.  It  can  help  keep  air 
resistance  from  wasting  your  fuel. 
Your  GMC  heavy  -duty  truck  dealer 
will  be  happy  to  give  you  a  booklet 


The 

maintenance-free 

Delco  Freedom  Battery  in  all  GM( 
trucks.  And  so  on. 

Of  course,  there  are  lots  of  othei 
ways  GMC  trucks  can  help  cut  yoi 
operating  costs.  The  point  being,  tf 
your  trucking  need 
ge  or  small,  oui 
whole  line  is  bi 


with  yo 


bottom 
line'  in  mind. 
See  your  GMC 
truck  dealer  about 
some  trucks  that'll  be  good  busines 
for  your  business. 


TRUCKS  ARE  WHAT  WE'RE  ALL  ABO 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S,  Forbes,  Editor-in-Chief 


LET'S  NOT  JINGO  THE 

The  President's  request  to  Congress  to  approve  increas- 
ing the  International  Monetary  Fund  by  nearly  50% — to 
$98.5  billion  from  the  present  $66.8  billion — is  so  sound 
that  it's  hard  to  think  that  it  could  be  sunk  in  the  shallow 
sound  and  fury  of  some  on  Capitol  Hill. 

The  U.S.  would  ante  up  $8.4  billion— 19.9%  of  the 
increased  pool,  down  from  the  20.7%  we  contribute  at 
present. 

With  the  economies  of  major  borrowers  such  as  Poland, 
Brazil,  Argentina  and  Mexico  at  the  brink,  this  sizable 
increase  in  the  IMF's  funding  would  restore  the  confi- 


U.S.'  INCREASE  TO  IMF 

dence  that  can  aid  greatly  in  restoring  their  health. 

"Punish"  those  U.S.  banks  that  have  their  necks  out  in 
loans  to  these  lands?  They're  suffering  plenty  now  from 
large  amounts  of  funds  tied  up  and  interest  earnings  prob- 
lematical to  nonexistent. 

Letting  big-country  borrowers  collapse  could  bring  eco- 
nomic chaos  to  every  country,  never  mind  instantly  abort- 
ing our  own  promising  recovery  on  which  the  rest  of  the 
West  depends  for  theirs. 

Let  jingoing  jackasses  bray  about  things  less  potentially 
cataclysmic. 


GUILTY  OF  MORAL  TWERPITUDE 

The  guy  who  persuaded  President  Reagan  to  name  the  MX  missile  "Peacemaker." 


MAESTRO  VOLCKER, 

What  a  performance! 

When  the  Fed's  Paul  was  through  with  his  appearance 
before  the  Senate  Banking  Committee,  everyone  claimed 
to  have  heard  the  tune  he  was  hoping  to  hear — though  if 
this  were  so  there  would  have  been  ortly  dissonance  in- 
stead of  his  mellifluous  melody.  That  afternoon  some 
interest  rates  drifted  down,  i.e.,  the  Fed's  going  to  ease  up, 
thought  some.  The  stock  market  drifted  down,  i.e.,  the  Fed 
isn't,  thought  others. 

Fearless  Volcker  was  going  to  stand  fast  against  infla- 
tion. Fearful  Volcker  recognized  recovery  could  be  aborted 
if  interest  rates  didn't  come  down  more. 

What  did  he  say?  All  of  the  above. 


MASTERFUL  FIDDLER 

He  unequivocally  equivocated,  was  clearly  unclear  as  to 
the  course  ahead.  As  Winston  Churchill  once  said  of 
Ramsay  MacDonald,  Paul  was  "adamant  for  drift." 

Maybe  that  is  the  stance  to  stand  off  inflation  while 
fueling  recovery.  It  might  be  said  Volcker  is  saying  about 
recovery  what  Tallulah  Bankhead  said  in  setting  up  a 
tryst  with  a  would-be  lover:  "If  I'm  late,  darling,  start 
without  me." 

However,  those  of  us  who  think  a  forced  drop  of  another 
point  or  two  in  interest  rates  is  required  to  give  our 
economic  clirrib-out  a  real  leg  up  can  only  find  in  this 
latest  Volcker  Fiddle  some  hope  that  he'll  change  his  tune 
in  time. 
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TWO  HEADS 

who  are  making  their  companies  roll — AT&T's  Charlie  Brown,  IBM's  John  Opel. 


TIME'S  CHOICE  OF  THE  COMPUTER  AS  MAN  OF  THE  YEAR 


has  been  criticized  by  many.  But  among  that  many  ain't  us. 

In  fact,  Time's  five  years  behind  Forbes  in  that  choice — 

From  Fact  and  Comment,  Feb.  20,  1978: 

"By  any  forecastable  historical  view,  our  Age  will  be 
known  as  the  Age  of  the  Computer,  just  as  clearly  branded 
as  the  period  we  term  the  Industrial  Revolution.  It's  prob- 
ably important,  or  at  least  satisfying,  for  laymen  such  as 
thee  and  me  to  have  a  perspective  on  this  Ultimate  Tech- 
nology that  Our  Time  will  be  known  for,  known  as, 
known  by." 

And  from  Fact  and  Comment,  Sept.  1,  1976: 


"Far  from  making  us  anonymous  automatons,  the  m 
acle  of  the  computer  has  established  our  individual  iden 
ties  everywhere  and  instantly. 

"It's  high  time  we  realized  that  computers  have  real 
given  us  all,  by  virtue  of  the  numbers,  an  instantly  identi 
able  person-ness.  All  too  quickly,  perhaps  all  too  much  c, 
now  be  known  about  thee  and  me — in  almost  less  tir 
than  it  takes  to  write  one's  name  and  address." 

Criticize  Time  for  its  choice?  Our  only  criticism  woi 
be  the  limitation  in  "the  year"  designation. 

Five  years  ago,  we  named  this  the  Age  of  the  Comput< 


EDUCATION'S  PURPOSE 

To  replace  an  empty  mind  with  an  open  one. 

THE  MORE  FOREIGN  STUDENTS  THE  BETTER 


Collecting  tuition  from  mounting  numbers  of  foreign 
students  is  helping  with  our  dollar  trade  deficit,  is  helping 
many  U.S.  colleges  stay  afloat  at  a  time  of  dwindling 
enrollments.  And  it's  good  to  have  young  people  from 
other  countries  exposed  to  our  democratic  way  of  life,  to 
become  aware  of  American  strengths  and  the  still  prevail- 
ing decent  ideals  and  goals  of  most  young  Americans. 

Iran's  seizure  of  50  U.S.  citizens  understandably  re- 
dounded to  the  discomfiture  of  many  Iranian  students 
here.  But  a  lot  of  that  distress  they  brought  upon  them- 
selves by  violent  demonstrations  in  support  of  the  Kho- 


meini fanatics.  When  it  turned  out  we  didn't  even  knc 
how  many  Iranian  students  there  were,  how  many  we 
here  illegally,  holding  jobs  and  so  forth,  that  was  hard 
understand. 

Let's  now  be  certain  that  we  have  a  foreign  stude 
count;  that  the  colleges  they  attend  keep  track  of  thi 
whereabouts  (or  promptly  report  'em  missing)  and  ma 
sure  they're  complying  with  the  student  status  that  alio; 
them  to  be  here. 

Given  their  compliance  with  our  laws,  the  more  forei; 
students  here  the  better  for  us  as  well  as  for  them. 


"Latham,  this  is  yonr  grandson. 
Your  grandson  is  asking  you 
to  take  him  to  Disneyland. " 


EPCOT  ISN'T  WHAT  ITS  INITIALS 

stand  for  (Experimental  Prototype  Community  of  Tomorrow), 
but  it  certainly  stands  tall  among  the  extraordinarily  imagina- 
tive concepts  that  Walt  Disney  turned  into  realities — realities 
that  captivate  everyone  from  everywhere  as  they  elate  both 
mind  and  spirit. 

In  due  course,  Disney  Productions  will  get  back  its  vast 
EPCOT  investment  at  Florida's  Disney  World,  and  so  will  Ko- 
dak, Exxon,  American  Express,  Coca-Cola  and  those  govern- 
ments and  private  contractors  responsible  for  the  world  show- 
case exhibits — though  the  arresting  architecture  of  several  is 
more  dramatic  than  the  content  so  far. 

Only  AT&T's  message,  in  the  centerpiece  Spaceship  Earth,  is 
so  muted  that  it  makes  one  wonder  about  the  return.  That 
certainly  can't  be  said  of  GM,  which  nearly  equals  the  impact  of 
its  City  of  the  Future  exhibit,  the  hit  of  the  last  truly  great 
World's  Fair,  in  New  York,  1939-40. 

Kraft  really  EPCOTs,  prototyping  tomorrow's  food  possibili- 
ties with  functioning  fish  farms,  hydroponics  and  aquaculture. 
For  sure,  go. 
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"CAMELS  MAKE  MEN  SLEEP  WITH  PROPELLERS' 


The  other  day's  mail  included  this 
chuckleful  letter  commenting  on  the  con- 
tinued silliness  depicted  in  the  recent 
Camel  advertising  campaign,  illustrated 
here.  Wrote  reader  Nicholas  Page  of  Berke- 
ley, Calif.: 

"I  was  absolutely  delighted  to  read  your 
criticism  of  the  advertisement  of  the  Cam- 
el man  carrying  his  spare  tire.  My  first 
response  to  the  ad  was  one  of  incredulous- 
ness  followed  by  ten  minutes  of  pondering 
how  any  admaker  could  come  up  with 
anything  so  foolish.  But  the  silliness  con- 
tinues, as  you  will  notice  from  the  enclosed  ad.  This  time 
the  bozo  is  carrying  his  airplane  propeller.  It  looks  as 
though  he  slept  with  it  in  his  tent! 

"Why? 

"Maybe  they  should  just  admit  that  smoking  Camels 
makes  men  sleep  with  propellers,  that  is  when  they  are  not 
carrying  them,  or  their  tires,  around  with  them.  Really, 
why  RJ.  Reynolds  wastes  its  money  on  this  sort  of  stuff  is 
hard  to  imagine." 

By  coincidence,  the  next  day's  mail  brought  a  letter  from 
R.J.  Reynolds  Tobacco  Co.'s  executive  vice  president 


about  the  criticized  earlier  Camel  ad: 

"Regarding  your  article  about  Camel 
Lights  advertising  (Forbes,  fan.  31,  p.  18), 
please  consider  the  following: 

"1)  The  ad  in  question  and  the  packag- 
ing shown  have  not  been  used  in  more 
than  two  years. 

"2)  Focus  group  respondents  describe 
the  model  in  the  ad  as  being  an  indepen- 
dent, self-assured,  adventurous  male  en- 
gaged in  a  rugged,  outdoor  activity. 

"3)  The  repositioning  of  the  brand  with 
the  new  rugged  imagery  was  responsible 
for  moving  the  brand  from  number  seven  to  number 
five  among  the  top  ten  cigarette  brands  in  America  in 
1981.  Latest  1982  figures  again  indicate  continued  sales 
success  for  the  brand. 

"4)  Camel's  volume  in  1981  grew  by  24%  in  a  year  when 
industry  growth  was  a  mere  1%.  In  1982,  the  brand  was 
also  one  of  the  most  successful  in  the  industry. 

"5)  Several  advertising  and  marketing  publications  have 
cited  the  campaign  as  highly  effective." 

Which  is  to  say,  I  guess,  that  the  reality  is  not  in  the 
depiction  but  in  sales  results. 


THERE'S  NOTHING  THAT  DOESN'T  WORK 

until  you  try  it. 


INSPIRATION 

and  perspiration  are  related  by  more  than  rhyme. 


YOUNG 
PIANIINA 

ItURRY- 

1874 19I1) 


•Churchill:  Young  Man  in  a 
UttURCttllL  Hurry— 1874-1915— by  Ted  Morgan 
(Simon  Schuster,  $22.50).  When 
Ted  Morgan  tackles  a  biography,  the 
subject  will  never  again  be  seen  as 
he  once  was.  Morgan  loves  clay  feet 
and  warts,  but  only  if  the  subjects 

TEDPIOIiGAN  °^  ^e  stature  to  warrant  ms  fas" 

cinating,    relentless    digging.  His 

works  are  invariably  accoladed  as  definitive  even  as  they 

sparkle  and  spark.  His  Churchill  is  yet  further  evidence. 

Excerpt:  Herbert  Asquith's  young  daughter,  Violet,  find- 
ing herself  next  to  Winston  at  dinner  that  summer 
[1907],  thought  that  here  was  a  man  famous  for  putting 
the  cat  among  the  pigeons.  Seemingly  sunk  in  abstrac- 
tion, Churchill  suddenly  asked  her  how  old  she  was. 
Nineteen,  she  said.  "And  I,"  he  said  with  despair  in  his 
voice,  "am  thirty-two  already.  Younger  than  anyone  else 
who  counts,  though.  Curse  ruthless  time!  Curse  our 
mortality.  How  cruelly  short  is  the  allotted  span  for  all 
we  must  cram  into  it!"  He  burst  into  a  diatribe  on  the 
shortness  of  human  life  and  the  immensity  of  accom- 
vlishment,  ending  up  with  "We  are  all  worms.  But  I  do 
believe  that  I  am  a  glowworm." 


BOOKS 

•  Vanishing  Breed — by 

William  Albert  Allard 
(Little,  Brown  &  Co., 
$29.95,  deluxe  edition 
$125).  In  fewer  than  100 
of  the  most  colorfully 
poignant,  truly  remark- 


able photographs,  William  Albert  Allard  has  captured  the 
essence  of  the  cowboy  West — that  awe-ful  blend  of  rugged 
reality  and  unquenchably  free  spirit  that  is  so  vital  a 
segment  of  our  heritage. 

Excerpt:  Brian  Morris  was  a  buckaroo  for  a  big  outfit 
in  Nevada  when  I  first  met  him.  "Buckaroo"  is  what  a 
cowboy  is  called  in  that  part  of  the  country.  I  spent 
some  days  out  on  the  high  deserts  of  Nevada  with 
Brian — and  a  few  evenings  in  town,  talking  over  drinks 
about  cowboy  life.  I  once  said  to  him,  "Brian,  the  way 
everything  is  going,  with  more  trucks,  more  fences, 
more  machines  being  brought  in  to  do  the  job  of  a  man 
with  a  rope  and  a  horse — do  you  think  you'll  ever  be 
replaced  by  a  machine!" 

He  looked  at  me  and  with  his  marvelous  soft  drawl  he 
said,  "Bill,  they  just  ain't  come  up  with  nothin'  yet  that  '11 
take  as  much  abuse  as  a  cowboy." 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind.  -MSF 


Recurring  Lesson 

A  lesson  that  at  least  the  four  most 
recent  Presidents  have  seemed 
doomed  to  learn  for  themselves,  is 
that  cabinet  government  does  not 
work.  Each  department  has  its  own 
agenda,  and  its  own  constituency,  and 
is  no  more  likely  to  efficiently  carry 
out  unpleasant  orders  sent  down  the 
chain  of  command  than  it  is  to  pass 
unpleasant  information  up  the  chain. 

— Charles  Peters,  Harper's 

Jobs  and  the  Computer 

In  factory  automation,  sensor- 
based,  programmable  intelligent  ro- 
bots offer  the  prospect  of  automating 
assembly  for  small  and  medium  pro- 
duction runs,  accounting  for  about 
75%  of  all  manufacturing  in  the  U.S. 
This  level  of  flexible  automation  will 
lead  to  a  fundamental  restructuring  of 
all  aspects  of  the  manufacturing  indus- 
try, including  management  decisions. 

An  estimated  30%  of  U.S.  manufac- 
turing jobs  will  become  vulnerable  to 
replacement  by  intelligent  machines. 

A  speech-understanding  system 
based  on  AI  (artificial  intelligence) 
techniques  and  capable  of  recognizing 
a  vocabulary  of  20,000  words  indepen- 
dent of  the  speaker  is  projected  to  be 
completed  within  a  year.  Says  Dr. 
John  Clippinger,  president  of  the  Brat- 
tle Research  Corp.,  "Currently,  wider 
use  of  computers  is  limited  by  the 
difficulty  of  easily  communicating 
with  them.  AI  techniques  will  enable 
people  to  communicate  freely  with 
computers  in  the  near  future." 

— from  a  study  by  the  Brattle 
Research  Corp.,  Boston,  Mass. 

Perhaps  the  largest  gift  yet  from 
business  to  academia  will  be  made  by 
IBM — some  $50  million  to  help  up- 
date engineering  education.  The  IBM 
effort  is  aimed  at  training  graduate 
engineers  in  new  technologies,  such 
as  computer-aided  design  and  robo- 


\e  it  cold  irJ  Mepe, 
op  \s  it  joer  me  ? 


tics.  Initial  grants  will  help  20  univer- 
sities to  develop  proposed  curncu- 
lums;  IBM  will  choose  five  of  the 
schools  to  receive  four-year  grants  to- 
taling more  than  $10  million  each. 

— Business  Week 


Improvement 

Mrs.  Patrick  Campbell,  the  actress, 
described  marriage  as  "the  deep,  deep 
bliss  of  the  double  bed  after  the  hurly- 
burly  of  the  chaise  lounge." 
— Churchill:  Young  Man  in  a  Hurry, 
by  Ted  Morgan 


If  an  electrical  engineer  has 
a  pulse,  he'll  get  a  job. 

— Vicki  Lynn,  Rensselaer 
Polytechnic  Institute  (see  p.  86) 


Wonderful  Tone 

The  most  important  revelation  in 
President  Reagan's  State  of  the 
Union  speech  may  have  been  its 
mood  and  manner,  the  theme  of  bi- 
partisanship that  ran  through  it.  The 
absence  of  accusation  imparted  a 
tone  of  cool  reason. 

— Hugh  Sidey,  Time 

More  Usable  Weapons 

To  rely  on  a  nuclear  umbrella  is  to 
invite  disaster,  for  if  worse  came  to 
worst  we  would  have  to  choose  be- 
tween destroying  ourselves  and  our 
friends  along  with  our  enemies,  or 
falling  back  on  conventional  combat 
forces  that  have  been  weakened  by 
unwise  reliance  on  nuclear  weapons. 

It  comes  down  to  this:  The  U.S. 
needs  enough  nuclear  weapons  to 
make  sure  that  no  one  will  attack  us 
with  nuclear  weapons.  But  we  have 
plenty  for  that  purpose  already. 


We  should  make  every  sacrifit 
necessary  to  put  usable  convention 
weapons  in  the  hands  of  those  wr 
would  do  the  fighting.  That  would  j 
further  toward  cultivating  pcrce 
tions  of  a  strong  and  determine 
America  than  building  more  nucle 
weapons  that,  however  powerful,  a 
essentially  unusable. 

— Thomas  J.  Watson  Jr.,  chairrm 
emeritus  of  IBM,  and  Mark  Garnso 
of  the  Center  for  Foreign  Polic 
Development,  New  York  Tim< 

India  Bull 

"Let  us  say  there  is  a  nuclear  hoi 
caust  [said  the  meteorologist].  Wh 
will  it  do?  I  shall  tell  you.  It  wi 
cleanse  the  world!  Don't  you  unde 
stand?  We  are  going  toward  a  postn 
clear,  post-Armageddon  Golden  Age 

The  American  student  nodded  sag 
ly  and  sat  down,  grasping  the  mor 
significance  of  war  for  the  first  tim 
And  India  acquired  another  willn 
convert  to  the  philosophy  of  tl 
meaningfully  meaningless. 

— Karma  Cola,  by  Gita  Meh 

The  Big  Two 

Japan's  Prime  Minister  Nakasoi 
[recently  met]  with  President  Reagc 
and  other  American  officials  in  Was! 
ington  at  a  time  of  testy  trade  negoti 
tions  between  the  world's  two  large 
market  economies.  .  .  . 

American  and  Japanese  gover: 
ments  alike  realize  that  large-scale  r 
version  to  [trade]  protectionism  cou 
be  mutually  self-destructive,  plungii 
both  economies  and  perhaps  the  rest 
the  world  into  a  1 930s  depression.  Ar 
neither  country  is  as  protectionist  , 
the  other  imagines.  It  is  seldom  appr 
ciated  in  the  U.S.,  for  example,  th 
Japan  is  the  second  largest  market  h 
U.S.  exports,  preceded  only  by  Canad 
Japan  is  the  No.  1  market  for  U. 
agricultural  exports — including  be 
and,  in  most  years,  corn  and  so 
beans — as  well  as  for  coal,  aircraft,  lo; 
and  lumber.  It  is  one  of  the  leadii 
markets  for  American  chemicals  ar 
data  processing  equipment. 

— Wall  Street  Journal  editori 

Death's  Bad  Enough 

John  Randolph  had  Henry  Clay  i 
mind  when  he  spat  out  this  denunc 
ation:  "I  would  not  die  in  Washin 
ton,  be  eulogized  by  men  I  despise  ar 
buried  in  the  Congressional  Buryir 
Ground.  The  idea  of  lying  by  the  sic 

of  !  Ah,  that  adds  a  new  ho 

ror  to  death." 

— American  Herita± 
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HOW  TO  BEAT  THE 
HIRE/LAYOFF  CYCLE. 


PERSi 


CALL  KELLY  SERVICES. 

Your  business  seems  to  be  beginning  to 
pick  up. 

For  the  first  time  in  a  long  time,  you're 
looking  to  hire. 

But  you  hesitate.  Is  now  really  the  time  to 
hire  full-time?  What  if  that  "growth"  doesn't 
really  materialize?  Will  today's  hiring  merely 
trigger  layoffs  tomorrow? 

Kelly  Services  can  be  a  safeguard 
in  these  unpredictable  times. 

Because  with  qualified  help  in  over  100  job 
categories,  Kelly  can  match  the  right  person 
to  your  particular  job  requirement.  And  it's 
guaranteed  100%. 

So  if  it  turns  out  the  upswing  is  for  real  and 
you  can  begin  hiring  full-time  help  with  confi- 
dence-terrific. Having  a  Kelly  temporary  will 
give  you  the  time  to  find  out  for  sure.  And  the 
time  you  need  to  find  the  right  person.  (You 
won't  have  to  hire  the  first  applicant.) 

Until  you're  sure  about  your  business 
cycle,  don't  be  caught  in  the  hire/ 
layoff  cycle.  Give  your 
local  Kelly  office  a 
call  today. 


The 
Kelly  Girl 
People 


R  VIO 


©1983  Kelly  Services 


INTRODUCING  THE  OVERNIGHT  LETTER 
SPECIALLY  DESIGNED  TO  MEET 
AMERICA'S  MOST  URGENT  NEEDS. 


It  s  the  new  Emery  Urgent  Letter. 
The  overnight  letter  that  lets  you  send 
up  to  twenty  pages  or  four  full  ounces 
desk'to'desk  across  America  for  just 
eleven  dollars. 

Emery  also  gave  the  Urgent  Letter 
a  specially  lined,  full-sised  nine-inch 
by  twelve-inch  envelope  to  ensure  that 


Send  for  your  free 
Emery  Urgent  Letter  shipping  kit  today. 

Mail  this  coupon  to: 
Emery,  PO.  Box  4030,  Woburn,  MA  01888. 

Name  — 


your  papers  slide  in  easily  and  safely 
without  folding. 

The  more  important  papers  you  send, 
the  more  you  need  the  Emery  Urgent  Lette 
Try  it  and  find  out  how  well  it  meets 
your  most  urgent  overnight 
shipping  needs 


Company 
Address  — 
City  


-State . 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


HAS  CONGRESS  FORGOTTEN  THE  MONROE  DOCTRINE? 


Secretary  of  State  George  Shultz  was  on  target  when  he 
recently  told  a  congressional  committee  that  the  Adminis- 
tration would  not  initiate  negotiations  with  El  Salvador's 
Communist-led  guerrillas.  He  rightly  pointed  out  that  the 
insurgents  had  tried  a  year  ago  to  block  free  elections  with 
violence,  and  "to  now  say,  let  them  shoot  their  way  into 
the  government — no  dice!" 

The  rebellion  in  El  Salvador  would  wither  without  the 
massive  support  it  receives  via  Nicaragua,  from  the  Soviet 
Union  and  its  puppet,  Cuba. 

Shultz  recognizes  what  his  predecessor  recognized:  Cen- 
tral America  is  in  our  own  backyard.  He  hasn't  forgotten 
the  Monroe  Doctrine,  even  if  many  congressmen  have. 

Two  years  ago  Forbes  pointed  out  that  El  Salvador  was 
lot  the  noble-peasant-versus-nasty-oligarch  conflict  por- 
trayed in  much  of  the  U.S.  press.  El  Salvador  was  "a 
society  changing  to  modern  ways,  with  the  educated  chil- 
dren of  the  old  rich,  the  young  businessmen  and  techni- 
:ians  forming  a  new  middle  class."  El  Salvador  was  near 
the  take-off  stage  in  development  when  the  Marxists  be- 


gan their  guerrilla  war  against  the  government. 

Congress  is  putting  increasing  pressure  on  the  Adminis- 
tration to  force  El  Salvador  to  parley  with  the  guerrillas. 
But  about  what? 

Given  the  fact  that  the  rebels  are  dominated  by  the 
Soviet-Cuban  proxies,  a  "coalition"  government  wouldn't 
last.  Control  would  ultimately  be  won  by  violence,  and  the 
non-Communist  forces  would  be  weakened  with  a  Marx- 
ist fifth  column  in  their  midst. 

The  idea  that  negotiations  would  neatly  extricate  the 
U.S.  from  this  mess  is  wishful  thinking.  Yes,  we  could  pull 
out.  But  we  couldn't  long  ignore  the  consequences. 

To  save  El  Salvador  will  require  an  increased  U.S.  com- 
mitment in  aid,  in  arms,  in  "advisers." 

That  Congress  would  take  a  shortsighted  view  is  regret- 
table but  understandable.  As  one  legislator  put  it  to  Shultz: 
"Foreign  assistance  does  not  have  a  constituency." 

But  U.S.  security  does.  At  some  point  President  Reagan 
will  have  to  explain  to  the  American  people  what's  at 
stake  in  Central  America  and  why  we  dare  not  walk  away. 


GOLDEN  HOARD 


The  International  Monetary  Fund  says  the  proposed 
replenishment  of  its  coffers  may  still  not  be  sufficient  to 
bail  out  cash-strapped  countries.  Yet  one  major  source  of 
runds  the  IMF  hasn't  yet  tapped  is  its  own  pile  of  gold.  The 
Fund  owns  103  million  ounces  of  the  yellow  metal,  with  a 
market  value  of  more  than  $50  billion. 

GET  TWICE  AS  MUCH  FOR 

If  you  haven't  done  it  yet,  you  should  reexamine  your 
Life  insurance  policies.  You  might  save  a  lot  of  money  or, 
more  sensibly,  substantially  increase  your  coverage. 

You  can  buy  term  insurance  for  almost  half  of  what  you 
would  have  paid  a  couple  of  years  ago.  Whole  life  policies 
have  come  down,  too — 20%  to  30%  in  many  cases.  The 
industry  has  also  come  up  with  a  new  type  of  policy — 
Jubbed  universal  life — that  gives  you  cheap  insurance  and 
also  a  respectable  return  on  your  savings. 

The  chief  catalyst  for  these  changes  is  competition. 


Turning  some  of  that  hoard  into  cash  isn't  unprecedent- 
ed. The  Fund  sold  25  million  ounces  on  the  open  market 
between  1976  and  1980,  raising  more  than  $6  billion, 
which  was  then  loaned  to  lesser  developed  countries  on 
advantageous  terms. 

Why  shouldn't  the  IMF  do  this  again  on  a  larger  scale? 

YOUR  INSURANCE  DOLLAR 

More  and  more  people  have  learned  to  compare  prices 
and  policies.  New  companies  entered  the  business,  and 
several  existing  ones  became  more  aggressive. 

What  made  the  price  cuts  possible  was  the  rapid  jump  in 
interest  rates  over  the  past  decade.  This  meant  greater 
investment  income,  which,  in  turn,  meant  companies 
could  charge  less  and  still  make  a  profit. 

Another  factor  helping  to  reduce  premiums:  Insurers 
updated  their  mortality  tables  and  discovered  we  were 
living  longer. 
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cwnr  to  ihqIco 
easier  connections 
in  Europe. 


In  an  ideal  world  you  would  lly  nonstop 
from  your  hometown  to  your  European 
destination.  But  in  the  real  world  of 
today's  international  business  traveler, 
connect  ing  flights  are  a  fact  of  life. 

Start  at  the  center  of  Europe. 

Amsterdam  is  the  center  of 
European  air  travel.  Horn  here 
you'll  find  an  extraordinary 
choice  of  1,090  weekly  connections 
to  75  European  cities. 

And,  of  course,  Belgium,  Luxembourg 
and  the  Ruhr  Valley  are  just  a  short  drive 
from  Amsterdam  by  rent  a  car. 

Simply  the  best  airport  in  Europe. 

Amsterdam's  Schiphol  Airport  offers 
remarkably  fast  connections.  Flights 
through  London  or  Paris,  for  example, 
often  require  changing  airports  or  terminals 
Amsterdam,  however,  has  only  one  airport, 
Schiphol.  And  Schiphol  has  only  our  terminal. 
This  means  you  don't  have  to  dash 
from  airport  to  airport  or 
terminal  to  terminal.  Your 
baggage  is  transferred 
automatically  and  you 
clear  customs  only  at  your 
final  destination. 

Business  Class  in 
Europe,  too. 

KLM  Hies  nonstop  747's 
to  Amsterdam  from 
New  York,  Chicago, 
Los  Angeles,  Houston, 
Atlanta  and  Anchorage, 
with  Royal  ( 'lass  and 
I5u.sine.ss  (Mass  on  every 
llight.  Business  Class  is  also 
available  on  most  KLM 
European  flights. 

Fbr  reservations,  call  KLM, 
your  corporate  travel  department 
or  your  Travel  Agent, 


KLM 

Royal  Dutch  Airlines 

The  airline  of  the  international  business  traveler 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


The  old  CPI 
overstated  the 
inflation  rate 


The  new  formula 
could  even  ease  the 
budget  deficit 


The  dollar 
will  remain 
overvalued 


A  NUMBERS  GAME  THAT  WILL  HELP 

The  economy  has  just  begun  to  get  a  lift,  both  psychologically  and 
tangibly,  from  an  unexpected  quarter — statisticians  at  the  Bureau  of 
Labor  Statistics  who  compile  the  monthly  Consumer  Price  Index. 
Technical  specifics  aside,  the  net  effect  of  their  work  is  to  eliminate 
biases  in  the  old  CPI  formula  that  overstated  the  rate  at  which  prices 
were  rising. 

More  than  statistical  niceties  are  at  stake.  Through  union  con- 
tracts, Social  Security  and  other  arrangements,  the  incomes  of  over  60 
million  Americans  are  tied  to  the  CPI.  Critics  of  the  new  method  fear 
that  as  a  result  of  the  change,  the  CPI  will  now  understate  inflationary 
pressures.  They  may  have  a  point.  But  What's  Ahead  thinks  that  the 
changes  are,  on  balance,  overwhelmingly  to  the  good. 

Take  the  cost  of  shelter,  the  most  important  and  volatile  element  in 
the  CPI.  The  old  CPI  reflected  prices  of  new  homes  and  fluctuations  in 
mortgage  rates  as  if  many  people  who  stayed  put  moved  every  month. 
In  reweighting  the  index,  the  BLS  substituted  a  "rental  equivalent"  to 
figure  housing  costs,  in  effect  reflecting  what  consumers  would  have 
to  pay  to  rent  the  homes  they  already  own.  Thus,  with  housing  prices 
expected  to  rise  moderately  as  the  economy  improves  in  1983,  the 
revised  CPI  will  reflect  the  experience  of  most  people,  not  the  relative- 
ly few  who  move. 

The  revised  CPI  also  weights  energy  prices  more  heavily,  as  it  does 
prices  on  food,  clothing  and  household  durables.  These  items  are 
expected  to  show  little,  if  any,  price  rises  in  coming  months. 

The  change  in  the  CPI  could  even  ease  the  budget  deficit.  About  30% 
of  federal  spending  is  directly  tied  to  the  index  and  another  10%  is 
indirectly  linked  to  it.  The  total  exceeds  $300  billion.  "This  means 
that  for  each  percentage  point  rise  in  the  CPI,  federal  spending  in- 
creases by  about  $3.2  billion,"  says  James  Leatherberry,  a  vice  presi- 
dent of  ContiCurrency. 

There's  a  good  chance,  too,  that  the  revised  CPI,  by  reducing  inflation- 
driven  interest  rates,  will  help  reduce  the  dollar's  excessive  strength 
against  the  deutsche  mark  and  the  yen.  Lenders'  perceptions  of  infla- 
tion rates,  after  all,  profoundly  influence  the  interest  rates  they  de- 
mand. The  BLS  changes  will,  in  effect,  put  the  U.S.  CPI  on  the  same 
statistical  basis  as  the  indexes  of  Germany  and  Japan.  In  truth,  the 
inflation  rates  in  all  three  countries  have  long  been  closer  than  the 
figures  revealed.  It's  just  that  the  old  U.S.  CPI  has  overstated  ours. 

The  dollar  is  already  sliding.  Since  November  it  has  declined  by 
4%  on  a  trade-weighted  basis,  and  a  further  dip  of  twice  that  size  is 
likely  by  midyear.  Normally,  that  weakening  would  tend  to  boost 
inflation  in  the  U.S.  by  raising  the  prices  of  imported  goods  and  of 
domestically  produced  goods  that  use  foreign  parts.  The  inflationary 
impact  this  time  around  should  be  insignificant  simply  because  even 
after  the  fall  the  dollar  will  remain  overvalued. 
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The  Forbes  Index 


12-month  close-up 


160- 


100  ■ 


90- 


125  

Current  132.5 
Previous  131.1 
Percent  change  + 1.1 

The  beat  goes  on.  The  Forbes  Index  has  posted  its  fourth 
straight  gain,  rising  1.1%  in  January.  That  impressive 
string  makes  a  convincing  case  that  the  recovery  has 
already  begun. 

The  most  persuasive  evidence  came  in  industrial 
production.  It  increased  by  0.9%,  its  first  gain  in  over  a 
year.  Housing  also  provided  an  upward  push.  New 
housing  rose  13.8%  during  the  first  month  of  the  year, 
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following  a  sharp  25%  decline  in  December. 

Consumers  are  not  yet  ready  to  go  back  into  debt.  ] 
fact,  net  consumer  credit  outstanding  was  $2.2  billion  ; 
the  latest  reporting  period.  That  figure  is  somewhat  smal 
er  than  the  $2.5  billion  net  credit  outstanding  during  tl 
previous  month.  But  consumer  confidence  is  returnin 
however  slowly:  Retail  store  sales  inched  up  0.1% 
January,  following  a  1.1%  decline  in  December. 


The  Forbes  Index  Components 


165 


Industrial  production  index  1 1967=  100) 
Seasonally  adjusted  (Federal  Reserve) 


550 
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Unemployment  claims  (thousands! 
seasonally  adjusted  (Dept  of  Labor) 
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The  Forbes  Index  is  a  measure  of  U.S.  economic  activity  — — - 
composed  of  eight  equally  weighted  elements:  Total  in-  "0 
dustrial  production,  new  claims  for  unemployment  com-  __ 
pensation,  the  cost  of  services  relative  to  all  consumer  280 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales,   

new  housing  starts,  personal  income,  the  change  in  the  240 
amount  of  consumer  installment  debt  outstanding. 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 


Services 


150 


Total  index 
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Consumer  price  indexes  (  1967=  100) 
all  urban  consumers,  unadjusted  (Dept.  of  Labor) 


New  housing  starts  (thousands) 

privately  owned,  unadjusted  (Dept.  of  Commerce) 


350 

89 

450 

~83~ 

Retail  store  sales  (Sbillions) 

seasonally  adjusted  |Dcpt  of  Commerce! 


Consumer  installment  credit  (Sbillions) 
total,  seasonally  adjusted  (Federal  Reserve) 
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HIGH  TECH 
iRADIALS  ■ 
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Objective:  Develop  a  European- 
tested  radial  with 
premium  performance 
compatible  with  the 
world's  best  engineered 
sedans. 

Solution:  Introducing  the 

CompT/K70V 


Forbes 


Coming  your  way  this  spring:  the  $26  billion  tax  cut  you  neve 
heard  about.  The  Treasury^  it  seems,  clidnt  bother  to  tell  you  tha 
you  probably  were  overwithheld  all  last  year. 


Surprise! 


By  Barbara  Ettorre 


I't's  tax  time  again,  but  the  usual 
whining  and  wailing  among  work- 
ling  Americans  definitely  is  going 
to  be  muted  this  spring.  The  reason: 
Final  Apr.  15  tax  bills  will  be  lower 
than  most  taxpayers  expect,  while  re- 
fund checks  will  be  more  generous. 
That,  Goldman,  Sachs  &.  Co.  calcu- 
lates, will  put  between  $22.5  billion 
and  $26  billion  extra  in  consumers' 
pockets  in  March,  April  and  May. 

The  windfall  comes  about  through 
the  convergence  of  some  fundamental 
economic  trends  and  technical  factors 
in  tax  collection,  but  it's  safe  to  say 
that  the  biggest  single  chunk  of  that 
money — $9  billion  to  $11.5  billion — 
will  come  from  tax  savings  on  IRA 
accounts.  Goldman,  Sachs  estimated 
that  $30  billion  went  into  IRAs  last 
year,  and  the  accounts  earned  some  $3 
billion  in  dividends  and  interest.  The 
"earning  curve,"  according  to  Gold- 
man, Sachs,  is  at  work  here.  Most 
taxpayers  have  failed  to  increase  the 
exemptions  in  order  to  lower  with- 
holding taxes  on  their  salaries,  partly 
out  of  complacency — withholding 
rates  were,  after  all,  lowered  last 
year — and  partly  out  of  misguided  fear 
that  other  tax  law  changes  would  off- 
set IRA  tax  savings. 

For  various  other  reasons,  Gold- 
man, Sachs  says,  last  July's  withhold- 
ing tax  cut  actually  came  to  only  7%, 
lowering  the  amount  of  personal 
taxes  paid  in  1982  by  only  $19  billion 
to  $20  billion,  some  $6  billion  to  $7 
billion  less  than  the  full  10%  tax  cut 
legislated  by  Congress.  So  taxpayers 


will  pick  up  that  $6  billion  to  $7  bil- 
lion this  spring  in  the  form  of  smaller 
final  bills  or  bigger  refunds. 

Another  $6  billion  in  refunds,  of 
course,  results  from  the  late  reces- 
sion. Workers  unemployed  for  part  of 


The  windfall 


Tax  overwithholding  on  1982  per- 
sonal incomes  had  to  do  with  the 
recession  and  changes  in  the  tax 
law  itself.  Here's  where  the  $26 
billion  windfall  comes  from. 


Total  extra  refunds  or 
lower  final  settlements 
$26  billion 


Overwithholding  in 
7/1/82/  tax  change 
$7  billion 


Interest  exemption  on 
All  Savers  certificates 
$1.5  billion 


IRAs 
$11.5  billion 


Weak  economy 
$6  billion 


Source:  Goldman  Sachs 


the  year  were  overwithheld  in  the  p; 
they  did  earn  because  withholding  t; 
tables  assume  full-year  employmen 
Finally,  consider  the  $6.5  billic 
earned  on  tax-free  All  Savers  certil 
cates.  Invested  in  money  market  i: 
struments,  the  $6.5  billion  would  hai 
produced  about  $2.3  billion  in  taxe 
Although  some  taxpayers  did,  in  fac 
lower  their  quarterly  1982  tax  instal 
ments  because  of  the  tax  exemption  c 
All  Savers  certificates,  there  remaii 
some  $1.5  billion  in  savings  that  won 
be  realized  until  this  spring. 

Forbes  asked  H&R  Block,  the  cou: 
try's  biggest  tax  preparation  firr 
whether  its  customers  were  payii 
lower  taxes  than  they  expected  fi 
1 982.  Many  Block  offices, : 
a  spot  check,  said  yes. 

What  it  all  amounts  to 
this:  The  "surprise"  tax  c 
this  spring  actually  exceei 
last  July's  unsurprising  $] 
billion  to  $20  billion  tax  r 
duction.  Because  the  $22 
billion  to  $26  billion  savin; 
this  year  will  be  concentra 
ed  in  a  three-month  perio 
Goldman,  Sachs  believes 
will  stimulate  the  econon 
far  more  noticeably  than  d 
last  year's  reduction.  Ar 
the  surprise  reduction  wi 
more  than  offset  the  effect 
the  10%  withholding  to  1 
imposed  next  July  on  inte 
est  and  dividend  paymen 
and  the  increase  on  gasolir 
taxes  that  takes  effect  Apr. 
Saved  or  spent,  the  shot  in  the  an 
bodes  well  for  the  recovery.  ■ 
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This  is  a  story  about  unemployment.  Also, 
a  government  program.  But  dont  flip  the 
page.  This  is  a  program  with  a  diffei^ence. 


It  works! 


By  Ellen  Paris 


In  California,  Oregon  and  Ari- 
zona something  called  "work 
sharing"  is  faring  so  well  that  oth- 
er states  are  hustling  bills  through 
their  legislatures  enabling  them  to  try 
it.  Bureaucrats  like  work  sharing. 
Managements  love  it.  Even  unions,  at 
first  skeptical,  are 
buying  the  idea. 

What  is  work 
sharing?  It  is  an  an- 
swer to  a  thorny 
problem  for  employ- 
ers and  communi- 
ties. For  example, 
Motorola's  semi- 
conductor products 
sector  in  Phoenix, 
Ariz,  is  hurting  in 
the  recession.  It  is 
Arizona's  largest 
private  employer, 
with  15,000  work- 
ers. If  Motorola  lays 
off  a  few  thousand,  it 
spreads  misery 
across  Phoenix,  to 
the  butcher,  the  ba- 
ker and  the  mort- 
gagemaker.  And  it 
hurts  Motorola  to 
sacrifice  employees 
that  it  has  trained  and  will  need  when 
the  economy  improves. 

The  solution:  work  sharing,  a  state 
unemployment  program.  Motorola 
"lays  off"  up  to  7,000  workers  at  one 
time  or  another,  from  senior  manage- 
ment on  down,  for  up  to  one  day  each 
week,  staggered  throughout  the 
month.  The  state  of  Arizona  pays  un- 
employment compensation,  about 
$25,  for  that  one  day.  The  employee 
works  four  days  and  retains  about 


90%  of  his  weekly  take-home  pay. 

If  there  were  a  union — at  Motorola, 
it  happens  there  isn't — the  local 
union  president  would  like  work 
sharing,  too.  He  would  keep  a  full 
complement  of  dues-paying  mem- 
bers. And  what  does  management 
think?  Says  Chuck  Debow,  employee 
relations    director    for  Motorola's 


Phoenix  semiconductor  operations, 
"Work  sharing  enables  us  to  maintain 
our  work  force,  so  when  business  does 
turn  around  we  don't  have  to  go 
through  extensive  and  costly  rehir- 
ing." It's  no  Utopia  but.  .  .  . 

California  designed  the  first  work 
sharing  program  in  1978  in  anticipa- 
tion of  massive  public  sector  layoff^  in 
the  wake  of  Proposition  13.  Though 
the  mass  layoffs  never  came,  recession 
finally  did.  Last  year  nearly  100,000 


California  workers  at  over  2,300  com- 
panies collected  $18.5  million  in  work 
sharing  payments.  In  1982  Arizona 
and  Oregon  began  similar  programs. 

In  Oregon,  a  heavily  unionized  lum- 
ber mill  state,  unions  kicked  at  first, 
correctly  noting  that  work  sharing  lay- 
offs violated  the  sanctity  of  seniority 
lists — the  traditional  guide  to  layoffs. 
"But  we  found  it  an  acceptable  solution 
to  a  bad  situation,"  says  Nellie  Fox, 
political  director  for  the  state  AFL-CIO 
in  Oregon.  Her  own  union  office  began 
utilizing  the  program  this  year.  Oregon 
paid  about  $890,000  in  work  sharing 
benefits  in  the  last  half  of  1982. 

It's  true  that  work  sharing  may 
slightly  increase  paperwork  and  un- 
employment taxes,  because  so  many 
people  wind  up  on  the  benefits  list. 
Another  cost:  An  employer  continues 
paying  five  days'  worth  of  health  bene- 
fits and  other  fringes  to  workers  who 
may  be  working  four  days.  But  the 
state  likes  that,  because  tax  dollars 
probably  would  catch  those  health 
bills  otherwise.  It  is  an  acceptable  cost, 
says  Mary  Keski,  employee  and  com- 
munity relations  manager  of  Circle 
AW  Products  Co.,  a  Portland  electrical 
products  manufac- 
turer that  recently 
put  two-thirds  of  the 
employees  at  one 
factory  on  work 
sharing.  "The  plus 
in  maintaining  your 
work  force  far  out- 
weighs the  pro- 
gram's minuses." 

Recently  Illinois, 
Pennsylvania,  Flor- 
ida and  Texas  began 
considering  work 
sharing  bills.  So,  too, 
the  federal  govern- 
ment. Legislation 
was  passed  by  Con- 
gress last  summer 
encouraging  states 
topass  work  sharing. 

Ah,  but  watch  out 
for  the  federal  gov- 
ernment's propensi- 
ty to  standardize  ev- 
erything. The  bill,  HR5904,  stipulates 
that  model  legislation  be  written  for 
states  wanting  to  participate  in  work 
sharing,  and  that  the  three  current 
programs  be  monitored  and  evaluated 
and  a  report  given  to  Congress  in  1985. 
"This  is  a  state  program  without  any 
federal  government  red  tape,"  cau- 
tions Libby  Leonard,  Oregon's  deputy 
administrator  of  employment.  "That 
works  well  for  everyone."  So  who 
needs  Washington?  ■ 
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The  Rank  Organisations  managers  had 
Rank  Xerox,  patient  shareholders  and 
time.  They  blew  a  great  opportunity. 

Time, 
gentlemen? 


By  Rosemary  Brady 

The  cruel  reality  is  this:  Lon- 
don's once  august  Rank  Organi- 
sation would  be  better  off  dead 
than  alive.  Presented  with  a  cash  cow 
beyond  the  dreams  of  most  business- 
men, Rank's  management  has  man- 
aged to  produce  only  skim  milk. 

Earnings  at  $1.08  billion  (revenues) 
Rank  have  been  falling  steadily  since 
1979.  For  its  latest  fiscal  year  (ended 
Oct.  31),  pretax  profits  plunged  an- 
other 40%,  to  $98.4  million.  Even 
without  adjusting  for  inflation,  that  is 
less  than  Rank  made  in  1976.  After 
taxes  and  extraordinary  items,  the 
picture  is  even  worse. 

And  there  are  signs  that  sharehold- 
ers are  fed  up.  In  late  January  several 
institutions,  owning  among  them 
some  30%  of  the  stock,  called  an 
emergency  meeting  to  discuss  the  cri- 
sis. A  few  days  later  "a  group  of  inves- 
tors contacted  the  Rank  manage- 
ment," says  Prudential  Corp.'s  chief 
investment  manager,  Ronald  Artus, 
who  declines  further  comment.  But  it 
is  now  perfectly  clear  that  pressure  is 
building  in  London  for  the  institu- 
tions to  depose  Rank's  top  manage- 
ment, solicit  a  bid  for  the  company  or 
take  it  over  themselves. 

"My  personal  feeling,"  says  analyst 
Derek  Bainbridge,  who  has  tracked 
Rank's  downward  fortunes  for  W. 
Greenwell  &.  Co.  in  London,  "is  that 
shareholders  will  go  in  and  break  up 
the  company." 

Rank  was  a  major  film  producer  (J. 
Arthur  Rank  Production  Ltd.)  and 
movie  theater  owner  in  1956,  when 
the  then  obscure  Haloid  Co.  of  Amer- 
ica approached  it  about  setting  up  an 
international  marketing  network  for 


Rank  Chairman  Russell  Evans 


Shareholders  are  restless. 


its  new  Xerox  photocopying  ma- 
chines. IBM  and  Gestetner  had  al- 
ready turned  Haloid  down.  But  Sir 
John  Davis,  in  what  surely  was  the 
most  brilliant  move  of  his  15-year 
tenure  as  Rank's  chairman,  agreed. 
The  two  companies  set  up  Rank 
Xerox,  a  venture  that  was  half  owned 
by  Rank  but  which  gave  Haloid — later 
Xerox  Corp. — two-thirds  of  the  profits 
from  copier  sales  outside  North  and 
South  America. 

Xerox,  of  course,  transformed  copy- 
ing. By  1963  Rank  Xerox  was  contrib- 
uting an  estimated  13%  of  Rank's  $22 
million  profit.  By  1968  Rank  Xerox 
pumped  in  some  80%  of  the  total 
group's  profits. 

Give  Davis,  knighted  in  1971  for 
services  to  British  industry,  some 
credit.  He  foresaw  the  need  to  develop 
Rank's  non-Xerox  earning  power.  But 
his  execution  left  something  to  be 
desired.  He  bought  dance  halls,  bingo 


parlors,  travel  companies,  hotels,  p 
cision  instrument  manufacturers, 
property  company.   "You  name 
Rank  has  it,"  gibes  one  disgruntl 
Rank  analyst. 

Between  1974  and  1981,  accordi 
to  London  brokers  Scott,  Goff,  Hi 
cock  &.  Co.,  Rank's  management  si 
ceeded  in  spending  some  £168  m 
lion  (the  equivalent  of  around  $3 
million)  in:  cash  from  Rank  Xei 
dividends  not  passed  on  to  shareho 
ers  ($91.6  million);  funds  from  v 
shareholders'  equity  issues  ($18! 
million);  and  an  issue  in  Canadi 
preference  shares  later  converted 
debt  ($70.8  million).  Despite  these  c 
pcnditures,  the  brokers  say  Rank's 
turn  before  interest  and  tax  on  capi 
employed  in  non-Xerox  assets  gen 
ally  has  been  an  unremarkable  7% 
8%.  After  interest  expense,  the  retu 
has  averaged  well  below  5%.  Ra 
Xerox  contributed  some  93%  of  Ra 
Organisation's  1982  pretax  profits. 

In  1971,  calculates  analyst  Ja 
Summerscale  of  London's  de  Zoete 
Bevan,  Rank  made  a  $17.7  milli 
pretax  profit  on  non-Xerox  assi 
whose  net  tangible  worth  total 
$204  million,  a  return  of  8.6%. 
1982,  after  a  decade  of  acquisitic 
and  divestitures  and  occasional  glii 
mers  of  hope  for  improved  profits,  t 
group's  non-Xerox  assets  returned 
pretax  profit  of  $7  million  on  nc 
Xerox  assets  with  a  net  tangible  woi 
of  $451  million,  or  1.5%. 

"It  doesn't  take  many  brains,"  sa 
Summerscale,  "to  see  that  with 
the  retention  of  Rank  Xerox  divider 
and  the  issuing  of  new  equity  [dun 
the  1970s],  Rank  has  essentia 
achieved  a  negative  return  [on  its  nc 
Xerox  assets]." 

Why  did  Rank's  investments  go 
badly?  A  top  analyst  for  Scott,  Gc 
Hancock  &  Co.,  who  asked  to  rerm 
anonymous,  explains  it  in  hum 
terms.  "Sir  John  Davis  was  apparent 
embarrassed  that  the  Rank  Xerox  si 
was  growing  so  much  faster  than  1 
side  of  the  business,"  he  says.  "So 
began  using  Rank  Xerox  dividends 
acquire  new  businesses.  Rank  was 
ways  mesmerized  by  assets,  but  ne\ 
seems  to  have  been  as  worried  abc 
profits." 

Davis,  who  stepped  aside  from  i 
tive  management  in  1977,  at  70, 
now  the  group's  "life  president"  a 
regularly  visits  his  office  in  Ran] 
West  End  London  headquarters.  1 
did  not  respond  to  repeated  intervit 
requests.  Russell  Evans,  the  coi 
pany's  present  chairman,  also  c 
clined  to  be  interviewed.  Through 
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press  spokesman,  Rank's  manage- 
ment has  complained  to  Forbes  about 
"negative"  coverage. 

The  company  was  once  a  favorite 
with  American  investors.  In  the 
1960s  Rank  was  seen  as  a  cheap  way 
to  buy  Xerox'  then  advancing  earn- 
ings. But  when  Rank  tried  to  acquire 
brewer  Watney  Mann  for  nearly  $1 
billion  in  1972,  American  investors, 
their  Xerox  scheme  submerged,  began 
bailing  out.  (Americans  now  own 
about  2.5%  of  Rank,  vs.  some  45%  in 
the  early  1970s.  The  group's  ADRs 
trade  over-the-counter  at  $2.16.) 

Rank's  fortunes  have  not  improved 
much  under  Davis'  chosen  succes- 
sors: Harry  White,  who  retired  last 
year  after  five  years  as  nonexecutive 
chairman,  and  Russell  Evans,  60,  Da- 
vis' hand-picked  group  managing  di- 
rector and  Rank's  newest  chairman. 
To  their  credit,  the  two  executives 
closed  dozens  of  loss-making  movie- 
houses,  pulled  out  of  a  costly  TV  man- 
ufacturing venture,  restructured  the 
group's  tangle  of  subsidiaries  and 
made  a  smart,  but  small,  $15  million 
minority  investment  in  a  U.S.  tele- 
communications equipment  supplier, 
Telecom  Equipment  Corp.  of  New 
York.  But  largely  under  Evans'  guid- 
ance, Rank  over  the  last  four  years  has 
pumped  an  estimated  $175  million 
into  Australian  companies  that  man- 
ufacture furniture,  refrigerators  and 
other  home  appliances.  Rank's  finan- 
cial accounts  are  anything  but  clear, 
but  it  appears  that  the  Australian  in- 
vestment is  another  loser.  The  reces- 
sion hit  Australia  after  Rank  plunged 
heavily  into  the  consumer  appliance 
market.  Last  year's  losses  totaled 
about  $9.6  million,  and  the  company 
attributes  some  $32  million  deducted 
in  extraordinary  items  largely  to  "re- 
organization and  closure"  costs  in 
Australia. 

So  some  of  Rank's  shareholders  ap- 
pear to  have  reached  the  conclusion 
that  the  company  should  be  reorga- 
nized. (The  institutions  that  met  on 
Rank's  difficulties  own  some  30%  of 
the  company.  Altogether,  institution- 
al investors  own  nearly  70%.)  Clearly 
the  market  is  expecting  a  takeover: 
Rank  Organisation  stock  is  up  30%, 
to  140  pence  (roughly  $2.20)  a  share 
since  news  of  the  investors'  powwow 
became  known.  At  that  price,  the  en- 
tire company  is  valued  just  23p  above 
the  book  value  of  Rank  Xerox  listed  in 
the  Rank  Organisation's  accounts. 
Put  another  way,  the  market  is  saying 
that  all  of  Rank's  non-Xerox  assets  are 
worth  less  than  $80  million. 

But  those  same  assets,  viewed  sepa- 
rately, might  present  a  different  pic- 
ture: De  Zoete  &  Bevan's  Jack  Sum- 


merscale  thinks  Rank's  hotel  division 
alone  could  be  worth  maybe  $80  mil- 
lion to  $95  million  as  part  of  a  major 
hotel  group.  Rank's  holiday  travel  di- 
vision might  be  worth  $130  million. 
All  told,  analyst  Summerscale  figures 
Rank's  entire  mishmash  of  holdings 
(including  Rank  Xerox)  is  worth  some 
$650  million  to  $800  million  after 
subtracting  its  heavy  debt. 

But  there  is  one  obstacle  to  a  take- 
over of  Rank:  its  ownership  of  Rank 
Xerox.  Rank  Xerox  is  now  51%  owned 
by  Xerox.  The  details  of  the  agree- 
ment between  Rank  Organisation  and 
Xerox  over  the  subsidiary's  ownership 
are  a  closely  guarded  secret.  But 
knowledgeable  outsiders  suspect  that 
Xerox,  at  a  minimum,  has  a  right  of 


By  Priscilla  S.  Meyer 

Charles  G.  Bluhdorn  simply 
couldn't  stop  trading — cotton, 
coffee,  stocks  for  companies, 
companies  for  dollars,  dollars  for  sug- 
ar futures.  Bluhdorn  was  compulsive. 
"You  know  my  hobby  is  business, 
right?  I  eat,  sleep,  dream  the  business. 
I  get  my  best  ideas  at  4  o'clock  in  the 
morning,"  he  said  to  Forbes  a  few 
years  back. 

Early  on  a  crisp  February  morning, 
high  above  the  Atlantic,  the  56-year- 
old  Bluhdorn  died  of  a  heart  attack 
aboard  a  Gulf  &  Western  Gulfstream 
Two.  He  was  returning  from  the 
Dominican  Republic,  where  G&W 
owns  extensive  properties  and  trades 
in  sugar.  G&W  had  no  "key  man" 
insurance  on  its  chief  executive  and 
founder.  And  there  were  no  contin- 
gency plans  in  the  event  of  his  sudden 
death.  The  question  now:  What  will 
happen  to  G&W? 

Not  much  that  wouldn't  have  hap- 
pened with  Bluhdorn  alive,  G&W  offi- 


first  refusal  on  the  subsidiary's  other 
49%,  in  the  event  Rank  changes 
hands.  That  is  one  reason  that,  when 
British  entrepreneur  Gerald  Ronson 
turned  his  acquisitive  eye  to  Rank  last 
summer,  he  first  approached  Xerox. 
Ronson  wanted  to  finance  the  acqui- 
sition of  Rank  Organisation  by  selling 
its  49%  of  Rank  Xerox  to  the  U.S. 
company.  (Xerox  said  no.) 

Another  problem  is  the  stiff  capital 
gains  tax  any  private  would-be  acquir- 
er would  have  to  pay  upon  selling  the 
Rank  Xerox  holding.  Thus,  many 
London  financiers  are  now  speculat- 
ing that  Rank  Organisation's  institu- 
tional shareholders,  many  of  whom 
pay  no  taxes,  may  perform  the  act  of 
corporate  euthanasia.  ■ 


cials  in  New  York  insist.  "The  pattern 
has  been  set,"  says  Martin  Davis,  an 
executive  vice  president.  "In  1970," 
he  concedes,  "it  might  have  been  a 
different  story." 

To  say  that  not  much  will  happen, 
however,  strains  credulity.  In  his  own 
image  Charles  Bluhdorn  created  Gulf 
&  Western,  through  acquisitions  (for 
Bluhdorn  was  a  hungry  acquirer)  and 
through  trading  (for  Bluhdorn  was  a 
trader  at  heart).  He  actively  managed 
G&W's  investment  portfolio,  which 
produced  nearly  half  of  the  conglom- 
erate's fiscal  1982  net  income  of  $169 
million. 

Martin  Davis,  who  was  an  execu- 
tive vice  president  at  the  time  of  Bluh- 
dorn's  death,  talks  as  if  the  portfolio 
will  be  easily  managed  even  though 
Bluhdorn  is  dead.  "Levinson's  staff 
could  do  it,"  Davis  says,  referring  to 
Lawrence  Levinson,  another  execu- 
tive vice  president,  who  had  worked 
as  Bluhdorn's  chief  assistant  in 
G&W's  trading.  Then  Davis  immedi- 
ately   raises    the    possibility  that 


The  late  Charles  Bluhdorn  created  Gulf  & 
Western  in  his  image.  The  company  says 
things  will  be  the  same.  They'  wont. 


Gulf  &  Western 
after  Bluhdorn 
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G&W's  portfolio  management,  or 
trading,  might  merely  be  turned  over 
to  Columbus  Circle  Investors,  a 
G&W  unit  that  manages  the  pension 
fund,  with  only  $350  million  in  assets 
under  management. 

Do  Bluhdorn's  heirs  at  G&W  really 
expect  us  to  believe  that  a  small-pota- 
toes trust  operation  will  be  able  to 
manage  G&W's  portfolio  the  way 
Bluhdorn  did?  That  a  pension  fund 
manager,  of  all  people,  could  rake  in 
$64  million  in  profits  on  trading  in 
sugar,  as  Bluhdorn  was  alleged  to  have 
done  for  G&W  in  fiscal  1975?  Who's 
kidding  whom? 

No,  Gulf  &  Western  will  change. 
And  without  speaking  ill  of  the  dead, 
some  think  that,  in  some  ways,  it  will 
change  for  the  better.  "In  the  near 
term,"  says  one  Wall  Street  analyst, 
"the  new  management  team  may  be 
less  inclined  to  say  the  hell  with  the 
shareholders."  Bluhdorn  had  given 


mouth  when  thwarted  in  his  efforts  to 
devour  a  movie  company.  It's  still 
Gulf  &  Western's  nickname  in  cer- 
tain sectors  of  the  press. 

"Unfair,"  the  G&W  executives  cry. 
G&W  didn't  do  unfriendly  take- 
overs— including  Paramount  Pic- 
tures, which  it  bought  in  1967,  It  was 
all  a  bum  rap.  But  Bluhdorn  was  ex- 
cited about  Paramount.  "I'll  never  for- 
get how  Charlie  came  flying  in  by 
helicopter  to  the  location  of  his  first 
project,  Paint  Your  Wagon.  He  had  a 
kid's  grin  on  his  face.  You  just  know 
he  absolutely  loved  it,"  says  a  former 
Paramount  official. 

Bluhdorn  built  a  possibly  unjusti- 
fied reputation  for  engulfing  and  de- 
vouring other  companies  in  those 
days;  but  look  what  was  happening  on 
G&W's  books. 

In  those  days  "pooling"  of  interests 
permitted  an  acquiring  company  to 
add  the  assets  of  the  two  merging  cor- 


The  late  Charles  G  Bluhdorn,  founder  and  chief  of  G&W 
"I'd  like  to  get  some  credit  for  the  time  I've  been  here. 


the  impression,  perhaps  a  wrong  one, 
that  he  cared  little  for  shareholders. 
G&W's  stock  didn't  fly  high  in  the 
Seventies,  and  the  stock  bounced  up 
two  points  on  news  of  his  death.  New 
management,  far  less  obsessive-com- 
pulsive and  far  more  sensitive  to 
shareholder  concerns  than  Bluhdorn, 
may  enhance  G&W's  stature  among 
investors. 

To  the  extent  that  Bluhdorn  gave 
himself  over  to  trading  in  recent 
years,  he  also  turned  over  operational 
responsibility  at  G&W  to  others,  es- 
pecially Davis  and  President  David 
Judelson,  and  James  Spiegel,  also  an 
executive  vice  president.  Awareness 
of  these  operational  changes  has  come 
to  the  public  only  slowly.  The  public 
still  thinks  of  G&W  in  Mel  Brooksian 
terms.  In  1976  Brooks  veiled  G&W 
only  thinly  in  Silent  Movie.  Engulf  & 
Devour,  the  conglomerate  was  called. 
And  its  chief  executive  frothed  at  the 


porations  and  not  reflect  the  actual 
cost  of  the  acquisition  when  the  cost 
exceeded  book  value.  That  often  per- 
mitted very  large  increases  in  earn- 
ings per  share  purely  from  account- 
ing, particularly  when  new  assets 
went  on  the  books  and  the  merged 
company  piled  up  more  earnings  by 
selling  off  some  of  the  new  assets  at 
market  value. 

As  earnings  soared,  so  did  the  stock 
price.  And  perhaps  that  happy  grin  on 
Bluhdorn's  face  reflected  something 
more  than  the  joys  of  visiting  his  own 
movie  set. 

But  by  the  end  of  the  1960s  accoun- 
tants were  becoming  increasingly 
critical  of  such  practices,  which 
played  a  major  role  in  the  merger 
wave  of  the  Sixties.  And  even  Bluh- 
dorn himself  suggested  that  things 
had  gotten  out  of  hand.  "I  think  that 
the  circumstances  that  took  place  in 
the  early  part  of  1969,  which  put  an 


end  to  this  escalation,  so  to  speak, 
acquisitions  and  mergers,  were  one 
the  greatest  blessings  for  us,"  Blu 
dorn  told  Forbes  in  1977. 

"Many  people  don't  realize  th 
that  it's  been  a  greater  challenge 
make  it  work  than  it  was  to  put 
together,"  he  said.  And  inde< 
G&W's  expressed  direction  in  t 
1970s  was  to  do  just  that,  as  the  sto 
price  tumbled.  The  company  put  ii 
portant  operations  into  the  hands 
individual  managers.  It  seemed 
work,  and  it  gave  Bluhdorn  the  tir 
and  energy  to  trade. 

Perhaps  it's  no  accident  that 
1974,  during  a  big  boom  in  suj 
prices,  Bluhdorn  began  heavily  tn 
ing  sugar — with  the  company's  mc 
ey  and  apparently  without  sayi 
much  to  the  board  or  anyone  else.  ] 
had  been  playing  in  the  sugar  marl 
from  the  late  1960s,  according  to  SI 
charges.  But  in  1974  he  went  wi 
making  more  than  $10  million 
profits  for  G&W. 

His  start  came  in  commodit: 
trading,  when  as  a  young  immigra 
from  Vienna  he  traded  in  cotton,  a 
then  coffee,  turning  the  profits  ir 
the  grubstake  he  used  to  change  G& 
from  a  small,  dying  company  tr 
made  bumpers  for  Studebakers  ir 
the  huge  corporation  it  is  today. 

It  was  also  in  1974  that  he  decid 
to  share  his  trading  expertise  with  t 
government  of  the  Dominican  Repi 
lie,  according  to  the  SEC.  By  the  e 
of  fiscal  1975,  G&W  raked  in  soi 
$64  million  in  sugar  profits.  The  pre 
lem,  as  the  SEC  saw  it,  was  that  G& 
failed  to  disclose  that  part  of  the  gai 
were  owed  to  others,  nor  did  it  t 
G&W  shareholders  anything  abc 
Bluhdorn's  trading  activities.  G& 
quibbled  for  years  with  the  SEC  o\ 
the  allegations. 

By  the  mid-1970s,  in  any  evei 
Bluhdorn,  the  inveterate  trader,  h 
found  a  new  outlet — marketable  i 
curities.  Bluhdorn  often  acquii 
shares  in  well-known  companies  wi 
low  price/earnings  ratios.  Some  : 
vestments  were  ultimately  consc 
dated  with  G&W  under  equity  ; 
counting  rules,  while  others  were  v 
loaded,  usually  at  a  hefty  profit. 

It  may  well  be  that  Bluhdorn's  str, 
egy  will  prevail  in  the  future.  But  l 
unlikely  that  Wall  Street  tradi 
desks  will  be  getting  those  houi 
calls  anymore. 

"I'd  like  to  get  some  credit  for  t 
time  I've  been  here,"  Bluhdorn  on 
told  Forbes.  Doubtless  he  will.  B 
don't  count  on  Bluhdorn's  manaj 
ment  heirs  or  a  captive  trust  compa 
to  think  and  behave — for  better 
worse — like  Charles  Bluhdorn.  ■ 
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So  you  think  Genentech  was  hot?  Well, 
consider  Technic/one.  Listen  close.  You 
can  almost  hear  it  barking. 


Dog  days 
on  Wall  Street 


By  Paul  B.  Brown 


T|  HE  BROKERAGE  PROFESSIONALS 
went  wild  a  couple  of  years  ago 
when  Genentech  doubled  in 
price  the  first  day  its  shares  were  trad- 
ed. They  haven't  noticed  little  Tech- 
niclone  International  of  Santa  Ana, 
Calif.  The  company  has  successfully 
floated  one  of  the  largest  public  stock 
offerings  in  months — 150  million 
units  (a  unit  equals  one  share  of  com- 
mon stock  with  some  warrants 
thrown  in),  of  which  110  million 
units  actually  got  sold. 
At  1  cent  a  share. 

It  looked  like  a  bargain  to  the  retail 
customers  of  Brooks,  Hamburger,  Sat- 
nick,  Inc.  Its  customers  snapped  up 
Techniclone,  and  the  price  on  the 
shares  has  tripled  since  January,  to  3lA 
cents  a  share.  Let's  see,  now.  Techni- 
clone should  have  a  total  of  465  mil- 
lion shares  outstanding.  That  in- 
cludes the  355  million  shares  the 
original  investors  paid  $70,250,  or 
l/50th  of  a  penny  a  share,  for  and  the 
110  million  shares  the  public  paid  a 
penny  apiece  for.  At  a  price  of  3  Vi 
cents  a  share,  that  suggests  a  market 
value  on  the  company  of  some  $16 
million. 

Not  bad  for  a  company  that,  as  of 
last  August,  showed  an  accumulated 
deficit  of  $422,695,  limited  success 
with  marketing  products  and  rev- 
enues consisting  mainly  of  fees  from  a 
research-and-development  partner- 
ship contract  that,  in  the  words  of  the 
prospectus,  "cannot  be  considered  to 
have  been  negotiated  at  arm's 
length."  The  partnership's  general 
partner  is  a  director  of  Techniclone. 

So  why  are  Brooks  Hamburger  and 
its  customers  so  excited?  Could  it  be 
that  Techniclone's  five  employees,  in 
their  fiddling  with  mouse  spleen  cells 
and  mouse  cancer  cells,  have  come  up 


with  antibodies  to  further  the  treat- 
ment of  human  cancer?  Not  exactly. 
Techniclone,  the  prospectus  ac- 
knowledges, "has  not  applied  for  or 
been  granted  any  patent."  But  the  pro- 
spectus makes  it  clear,  by  golly,  that  if 
Techniclone  does  invent  anything 
that  is  proprietary,  it  will  make  haste 
to  the  Patent  Office.  But,  to  take  the 
bullish  view  of  things,  Techniclone 
has  no  patents  to  get  infringed.  That 
should  at  least  save  Techniclone  big 
legal  expenses. 

Techniclone  does  have  some  assets. 
As  of  Aug.  31  they  totaled  $202,235, 
including  cash  of  $2,501.  Liabilities, 
including  $45,000  owed  to  founding 
shareholders,  totaled  $551,230.  But 
Techniclone's  biggest  asset  doesn't  ap- 
pear on  the  balance  sheet.  He  is  Robert 
L.  Lundak,  the  company's  president 


and  director,  who  made  $47,000  last 
year.  He  is  the  only  Techniclone  em- 
ployee with  scientific  experience  in 
the  production  of  human  hybridomas. 
(These  hybrid  cells  produce  antibodies 
useful  in  cancer  research.)  Techni- 
clone has  a  $500,000  policy  covering 
the  life  of  Dr.  Lundak,  who  is  40. 

That  should  make  shareholders 
sleep  easier,  and  Brooks,  Hamburger, 
Satnick,  Inc.  is  happy,  too.  The  com- 
pany normally  underwrites  about  four 
issues  a  year.  Nuclear  and  Genetic 
Technology,  Ophthalmic  Internation- 
al Resources,  Ego  Resources  and  Choy 
Foods  are  among  the  issues  it  grabbed 
from  under  the  very  eyes  of  Salomon 
Brothers,  Merrill  Lynch  and  Pruden- 
tial-Bache. 

Brooks  Hamburger  operates  out  of 
overcrowded  offices  at  80  Broad  Street 
in  Manhattan.  Despite  the  dinginess, 
the  big  crack  in  the  wall  and  the  gen- 
eral state  of  untidiness,  employees  are 
scurrying  about,  happily  expanding 
the  frontiers  of  technology.  Marvin 
Hamburger,  chairman  of  the  firm,  ex- 
plains Brooks  Hamburger's  philos- 
ophy. "I  am  looking  for  quality  is- 
sues," he  says.  "I  am  not  looking  for 
pie-in-the-sky  things.  No  mining 
stocks,  no  uranium  stocks.  I  want 
companies  with  technology  that  is 
meaningful  to  the  public." 

Hamburger  is  reluctant  to  talk 
about  Techniclone  specifically.  That 
would  be  touting,  you  know,  and 
that's  not  nice. 

Every  bull  market  at  some  point 
leads  to  new-issue  madness.  Techni- 
clone, however,  seems  not  so  much 
madness  as  just  plain  silliness.  ■ 
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Should  some  Social  Security  recipients  get 
two  checks  in  the  mail  instead  of  one? 


On  the  dole? 


By  Richard  Greene 

Many  older  people  are  very 
proud  that  they  were  never 
on  relief  during  the  Depres- 
sion," says  William  Raby,  chairman 
of  the  federal  taxation  division  of  the 
American  Institute  of  CPAs.  "If  they 
thought  of  Social  Security  as  public 
assistance  or  relief,  I  think  many  of 
them  would  take  those  checks  and 
tear  them  up." 

Raby,  speaking  for  the  accounting 
organization,  makes  a  valid  point: 
With  our  current  Social  Security  sys- 
tem we've  mixed  up  two  programs,  an 
annuity  and  a  welfare  system. 

"If  we're  going  to  keep  this  thing 
fiscally  sound,  we  can't  mix  up  the 
annuity  aspect  of  Social  Security  and 
the  public  welfare  aspect,"  says 
Raby,  the  respected  senior  tax  part- 
ner with  Big  Eight  accounting  firm, 
Touche  Ross.  "What  we  wind  up 


doing  is  getting  neither  a  good  annu- 
ity in  an  actuarial  sense,  nor  respon- 
sive public  welfare." 

The  simple  truth  is,  most  people 
receiving  Social  Security  regard  it  as  a 
debt  the  government  is  paying  back  to 
them  after  years  of  their  payments  to 
the  government.  And,  of  course, 
that's  partially  true.  But  most  recipi- 
ents of  Social  Security  retirement 
benefits  are  getting  back  a  great  deal 
more  than  their  investment  could 
ever  produce.  The  remainder  of  their 
Social  Security  check  is,  like  it  or  not, 
public  assistance. 

Although  there  are  no  hard  num- 
bers, Raby  estimates  that  about  70% 
of  the  $100  billion  in  Social  Security 
payments  made  to  retirees  last  year 
exceeds  a  fair  return  on  what  the  retir- 
ees put  into  the  system. 

"My  parents  were  paying  into  So- 
cial Security  for  a  good  part  of  their 
working  lives  at  about  $60  a  year," 


says  Raby,  "and  they're  drawing  com 
bined  Social  Security  now  that  run 
about  $7,600  a  year.  It's  pretty  hard  to 
buy  $7,600  a  year  on  a  $60-a-year  con 
tnbution.  But  they  believe  that  the 
are  clearly  entitled  to  it.  The  fact  tha 
maybe  they've  gotten  a  bargaii 
doesn't  distress  them  terribly." 

Raby  doesn't  argue  that  people  lik 
his  parents  shouldn't  be  getting  a 
much  as  they  are.  He  simply  argue 
that  by  differentiating  between  wha 
is  truly  owed  them  as  a  return  oi 
investment  and  what  society  elects  b 
give  them,  we  can  start  to  get  Socia 
Security  back  on  the  road  to  solvency 
Then  the  Social  Security  systen 
could  continue  paying  out  the  retun 
on  individuals'  annuity,  while  th 
federal  government  could  take  ove 
the  welfare  portion  of  the  bill. 

"The  level  of  welfare  that  peopl 
ought  to  be  at  is  a  political  decision, 
he  says.  "You  can  apply  a  need  test  t< 
the  payment  of  public  assistance.  A 
it  is,  a  millionaire  in  his  80s  gets 
bonanza  of  public  assistance  from  th 
welfare  portion  of  Social  Security,  ye 
he's  the  last  person  who  really  need 
that  bonanza."  The  well-to-do  retire 
also  gets  a  huge  tax  break,  in  that  hi 
Social  Security  check,  unlike  almos 
everything  else  he  gets,  is  free  fron 
federal  income  tax. 

Of  course,  accountants  aren't  paii 
to  be.  politically  astute.  Lobbyin 
groups  for  retirees  could  hardly  resis 
the  temptation  to  grab  time  on  th 
tube  by  screaming  against  so  sensibl 
a  solution.  Raby  thinks  that  one  wa' 
to  help  ease  the  political  path  woul 
be  to  grandfather  in  current  Socia 
Security  recipients,  but  even  that  i 
likely  to  leave  his  proposals  too  ho 
for  Congress  to  handle.  ■ 
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Risk.  There  is  no  substitute  for  knowledge. 

You  can't  get  intelligent  risk  management  solutions  without  asking  intelligent 
questions.  That's  how  we  feel.  So  we  offer  our  clients  a  unique  perspective  of 
the  risks  they  face.  Utilizing  the  kind  of  technological  and  human  resources 
that  you'd  expect  from  us,  one  of  the  world's  largest  insurance  brokers. 

It's  this  full-service  approach  to  business  insurance  that  has  served  our 
clients  successfully  for  over  75  years.  Wherever  in  the  world  they  do  business. 
So,  contact  us.  We'll  give  you  the  answers,  not  excuses. 

CORROON  &  BLACK 

Putting  insurance  risks  into  perspective. 

Wall  Street  Plaza.  New  York,  N.Y.  10005  ■  212  363-4100 


The  Italians  Have  AWord  F 


The  Ghia  studio  in  Turin,  Italy,  is  one  of 
the  most  famous  automotive  design  studios  in  the 
world.  Established  in  1915,  it  has  been  influ- 
encing the  way  cars  look  since  its  very  beginning. 

Since  Ghia  was  acquired  by  Ford,  it's 
played  a  key  role  in  our  design  plans.  And  as 


you  can  see,  the  result  has  been  some  of 
most  elegant  and  beautiful  cars  ever.  Ca 
forms  that  closely  follow  their  function.  < 
aerodynamically  advanced  they  cheat  tfi 
and  slice  through  it  like  a  knife,  to  get  su 
performance  and  mileage. 


legance  And  Style.  Ford. 

But  perhaps  the  best  news  of  all  is  that  incredibly  beautiful  automobile  rolling  down  the 

-influenced  designs  will  be  on  their  way  to        highway,  and  wonder  what  kind  of  car  it  is 

Not  far  in  the  future.  But  very  soon  chances  are  its  name  will  be  a  lot  easier 'to 

bo  the  next  time  you  see  an         ^0?fTt^_      pronounce  than  Maserati  or  Lamborghini 


There's  A  Ford  In  America's  Future. 


Now  thdt  everybody  knows  how  American 
Express  really  profited  from  printing  its 
own  cash,  the  secret  hardly  matters. 


Cheques  and 
balances 


By  Priscilla  S.  Meyer 

Iouis  Gerstner,  vice  chairman  of 
-American  Express,  is  bored  with 
■  the  wisecracks  directed  at  him 
by  know-it-all  partygoers.  "Ha!"  they 
say,  "now  I  know  how  you  guys  make 
your  money."  The  partygoers  and  the 
rest  of  the  public  have  discovered 
what  FORBES  readers  and  other  wcll- 
informed  people  have  known  for  a 
long  time:  that  American  Express' 
float,  the  cash  belonging  to  those  who 
hold  traveler's  checks,  generates  a 
bundle  of  interest  income.  Visa  and 
MasterCard  made  their  highly  touted 
entries  into  the  traveler's  check  mar- 
ket in  recent  years  in  order  to  get  a  bit 
of  the  same. 

But  to  say  that  American  Express 
makes  money  on  its  float  shows  all 
the  sophistication  of  saying  that  IBM 
makes  money  on  typewriter  ribbons. 
It's  true,  but  so  understates  the  com- 
pany's strength  and  direction  as  to 
mislead.  It  also  ignores  the  fact  that 
float  earnings  on  its  Travelers' 
Cheques  (as  they  style  them)  have 
dwindled  relative  to  earnings  on  other 
financial  services. 

Without  ever  having  spelled  out  its 
strategy  and  tactics  in  so  many  words, 
American  Express  has  been  establish- 
ing an  unbreakable  lock  on  the  most 
promising  parts  of  the  personal  finan- 
cial services  markets.  If  financial  ser- 
vices were  a  poker  game,  a  kibitzer 
would  have  to  conclude  that  Ameri- 
can Express  sits  in  the  catbird  seat. 

To  deal,  first,  with  the  half-truth 
that  American  Express  lives  off  the 
float:  At  the  end  of  1982  the  company 
had  a  float  of  sorts  amounting  to  $2.5 
billion  on  yearly  traveler's  check  sales 
of  $13  billion,  knowledgeable  outsid- 
ers estimate.  (American  Express  itself 
is  not  given  to  blabbing  such  figures.) 
The  float  could  have  earned  invest- 


I  Ion  an!  Chirk'  Sr.,  former  CEO 


James  Robinson  III,  chairman 
Time  has  proved  him  right. 


ment  income,  and  probably  did,  in  the 
neighborhood  of  $150  million.  But 
after  expenses,  only  $76  million  pre- 
tax would  have  been  available  as  in- 
come, an  11%  drop  in  a  bucket  of 
$675  million  total  income  before 
taxes  and  corporate  overhead  charges. 

But  here's  the  rub.  The  $76  million 
or  so  generated  by  traveler's  checks 
last  year  was  a  little  less  than  it  was  a 
year  earlier.  Float,  for  the  first  time 
ever,  began  to  ebb,  and  fell  by  about 
3.3%  last  year  from  $2.6  billion  in 
1981.  Shrinking  short-term  interest 


rates,  a  slowing  of  travel  in  the  reccj 
sion  and  growing  competition  ove 
the  past  few  years  not  only  cut  chec 
sales,  but  probably  narrowed  profi 
margins  as  American  Express  at 
tempted  to  compete.  Gerstner  guesse 
American  Express  has  lost  4%  to  6°/ 
of  its  share  in  a  traveler's  check  mai 
ket  that  has  recently  been  flat. 

Such  a  blow  in  the  early  196C 
would  have  walloped  the  company 
At  that  time,  traveler's  checks  at 
counted  for  nearly  all  the  company' 
profit.  But  by  the  early  1960s,  Amur: 
can  Express  realized  that  traveler' 
checks  would  be  a  slow  grow  and  be 
gan  its  planning  for  other  finance 
products  and  services. 

Howard  Clark  Sr.  retired  as  CEO  l 
1977,  but  he  is  given  major  credit  U 
the  restructuring  that  reduced  Amer 
can  Express'  reliance  on  the  traveler' 
check  float.  Now  67  and  still  a  corr 
pany  director,  Clark  recalls:  "Bac 
when  I  became  chief  executive  off 
cer,  in  1960,  we  were  in  a  variety  c 
businesses — freight  forwarding,  e> 
port  shipping  and  even  the  infamou 
warehousing  involved  in  the  |Anth( 
ny  DeAngelis]  salad  oil  scandal.  I  sc 
about  disposing  of  all  that  weren 
financial  services  and  building  credi 
card  and  traveler's  checks,"  he  says. 

At  first,  despite  its  visibility,  th 
American  Express  card  generated  bi 
losses.  "It  went  into  the  black  abou 

1962,  "  Clark  says.  "With  salad  oil  l 

1963,  we  really  needed  those  earr 
ings,  and  the  card  blossomed  quickl 
to  provide  20%  to  25%  of  our  earr 
ings."  Outside  the  company,  howe\ 
er,  few  were  aware  of  the  change.  Als 
recalling  those  days  when  the  corr 
pany  was  changing  radically,  lame 
Robinson  III,  American  Express'  cui 
rent  chairman,  who  in  1973  took  ove 
the  Travel  Related  Services  group,  n 
members  that  a  lot  of  people  fel 
American  Express'  products  were  vii 
tually  doomed:  "The  word  out  the 
was  that  we  were  headed  for  a  bank 
dominated  cashless  society  and  ths 
electronic  transfer  would  take  ove 
the  world,"  Robinson  recalls.  "Bu 
our  view  was  that  there  would  be  n 
cashless  society  for  a  long,  long  time. 
Time  has  proved  Robinson  and  Amei 
ican  Express  to  be  correct. 

Meanwhile,  the  diversification  int 
financial  services  continued.  "The 
in  1968  we  bought  Fireman's  Func 
which  quite  quickly  generated  40%  c 
our  earnings.  That  was  a  marvelou 
thing  for  us,"  Clark  says.  By  197 
traveler's  checks  earned  only  abou 
20%,  or  perhaps  $25  million,  of  th 
company's  $123  million  in  net  lr 
come.  The  card  produced  24%,  or  $3 
million.  The  transition  escaped  pub 
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c  notice  and  public  disclosure. 
American  Express  did  little  to  ad- 
:rtise  the  big  changes  that  were 
Liking  it  less  of  a  travel  agent  and 
iore  of  a  banking  outfit.  By  the  same 
)ken,  the  company  refused  to  list  its 
ock  on  any  big  exchange  to  avoid 
:gulatory  and  disclosure  demands. 
There  were  sound  reasons  for  the 
)mpany's  aversion  to  total  disclo- 
lre  and  regulation.  Telling  just  how 
•ofitable  the  float  really  was  would 
ive  encouraged  eager  competitors, 
hey  would  have  cut  fees  readily  in  a 
larket  that  American  Express  domi- 
ated  and  in  which  it  set  its  own  fees, 
he  company  was  offering  the  public 
eces  of  paper  for  cash.  The  situation 
)uld  have  created  a  clamor  for  bank- 
ig  regulation  or  securities  regulation 
:  both,  possibly  exposing  the  com- 
my's  float  investment  management 
i  outside  scrutiny  and  meddling  and 
:rtainly  to  costly  red  tape.  And  in- 
zed,  by  1979  state  banking  regulators 
id  developed  interest  in  permissible 
ivestments  made  by  traveler's  check 
suers.  But  the  smart  aleeks  who  now 
lit  Gerstner  about  the  float  were 
issfully  unaware  of  it  in  the  Sixties. 
And  a  distinguished  board  of  direc- 
ts helped  keep  the  company  above 
ispicion.  The  board  in  the  early 
?70s  already  included  Edwin  D.  Eth- 
ington,  former  president  of  the 
mencan  Stock  Exchange  (which 
dn't  list  the  stock);  William 
[cChesney  Martin  Ir.,  former  chair- 
tan  of  the  Federal  Reserve  System 
/hich  levied  no  bank-type  regula- 
ons  on  non-U. S.  banks  or  traveler's 
leeks);  and  Robert  V.  Roosa,  once 
ndersccretary  of  monetary  affairs  for 
ic  Treasury  (which  didn't  regulate 
le  company,  either). 
For  years,  the  traveler's  check  float 
L'stled  quietly,  like  a  honkless  goose, 
id  laid  the  best  kind  of  eggs.  It  gencr- 
:ed  profits  that  helped  pay  for  the 
impany's  broad  diversification  into 
nancial  services.  By  the  time  poten- 
al  competitors  became  fully  aware 
I  that,  American  Express  had 
atched  some  goslings. 
The  company's  first  venture  into 
eavily  regulated  business  came  with 
s  acquisition  of  Fireman's  Fund,  the 
lsurer,  in  1968.  But  state  regulation 
f  the  insurance  business  still  left 
mencan  Express'  other  businesses 
nmolested  by  regulatory  foxes. 
Perhaps  the  company's  largest  regu- 
itory  policy  transition  came  in  the 
:quisition  of  Shearson  in  1981.  As  a 
lew  York  Stock  Exchange  member 
rm,  Shearson  is  monitored  by  the  Big 
oard  and  the  Securities  &  Exchange 
ommission.  But  then,  American  Ex- 
rcss  had  finally  listed  its  stO(  k  on  the 
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merican  Express  evolves 


ia  American  Express'  net  income  multiplied  over  the  past  two  decades,  in- 
i.ome  from  traveler's  checks  grew  at  a  slower  pace. 

Income  by  source 
1962 


Insurance  (Fireman  s  I  und) 

36% 


Investment  banking 
and  securities 

2% 


Investment  banking  and  securities 
(Shearson/American  Express) 
18% 


Other 

2% 


$10  million 

Total  reported  income 


$123  million 

Total  reported  income 


$581  million 


Total  reported  income 


Sourca  FORBES  estimates  prepared jrorti  reported  American  fvpress  fiRum  ami  estnnaiet 

/rom  Dtjutlltl  Kramer  Jttrtfltrly  <ij '  ( >/>/>c/l/iewur  Mlt/Hwl  l-rmtnwlli  nf  Siitnnmn  Brothers  tint/  o//i(7> 


New  York  Stock  Exchange  in  1977. 
And  tor  good  measure,  Robinson  is 
now  chairman  of  the  Now  York  Stock 
Exchange  Listed  Company  Advisory 
Committee.  Things  have  changed. 

But  not  entirely.  The  board  still 
stacks  itself  with  directors  such  as 
former  President  Gerald  Ford.  The 
company  has  just  put  former  Trans- 
portation Secretary  Drew  Lewis  in 
charge  of  its  Warner/Amcx  cable  tele- 
vision affiliate,  a  move  that  is  seen  by 
American  Express  watchers  as  "sani- 
tizing" and  as  a  suggestion  that  the 
company  doesn't  plan  to  dump  the 
loss-producing  joint  venture.  "We're 
in  for  the  long  term,"  says  Gerstner, 
stressing  that  American  Express 
doesn't  expect  significant  profits  from 
the  cable  venture  until  the  mid- 1 980s. 

Gerstner  says  the  1979  entry  into 
cable  television  grew  out  of  discus- 
sions between  Robinson  and  himself 
"Robinson  had  been  chairman  for 
three  years,  and  several  of  us  began  to 
define  the  next  stage,"  he  says.  First, 
they  decided  on  tbe  need  for  "pure- 
diversification, "  such  as  the  cable 
venture  and  the  purchase  of  McGraw- 
Hill,  which  was  defeated.  Then  the 
leaders  attempted  to  find  ways  to  lev- 
erage current  businesses.  "We're  in 
businesses  that  can  reinforce  each 
other,"  Gerstner  says,  pointing  out, 
for   example,    that   the  company's 


worldwide  banking  operation  and  the 
Shearson  securities  business  permit 
American  Express  to  market  dollar- 
based  investment  services  to  rich  cli- 
ents everywhere. 

So  many  sins  were  committed  in 
the  name  of  synergy  that  the  word  fell 
into  a  certain  disrepute,  but  synergy  is 
precisely  what  American  Express  is 
trying  to  achieve.  American  Express' 
international  bank,  expanded  in  Janu- 
ary by  a  S550  million  bank  acquisi- 
tion, recently  introduced  some  of  its 
customers  to  Shearson,  which  will  ex- 
amine how  they  can  invest  in  the 
U.S.,  Gerstner  says.  One  way  is 
through  a  large  real  estate  purchase 
arranged  by  Balcor,  the  American  Ex- 
press real  estate  company,  which  has 
become  a  subsidiary  of  Shearson. 

Last  spring  Shearson/American  Ex- 
press introduced  Financial  Manage- 
ment Accounts.  A  $25,000  deposit  is 
required  to  open  the  multiservice 
money  market  account.  But  Shear- 
son/American Express  also  is  offering 
money  market  funds,  stock  funds  and 
IRAs  run  by  a  Shearson  subsidiary  to 
holders  of  the  American  Express 
green  card.  Now  it  will  become  in- 
creasingly difficult  to  tell  which  prof- 
its come  from  cards  and  which  come 
from  securities,  brokerage,  real  estate, 
travel  or  insurance  subsidiaries.  And 
to  make  the  melange  more  complex, 


the  company  has  begun  "reinforcing 
earnings  through  cross-accounting  2 
well.  This  is  another  way  of  sayin 
that  the  company  is  using  its  diversit 
to  help  hold  down  taxes.  "Becaus 
Shearson  has  a  large  pretax  incorm 
Fireman's  Fund  can  invest  more  hea\ 
ily  in  tax-exempt  securities,"  Robir 
son  explains.  Insurance  companie 
move  their  investment  portfolios  l 
and  out  of  tax-exempt  and  taxable  s< 
cunties  as  their  underwriting  bus 
ness  becomes  profitable  or  unprofi 
able.  "There  are  a  number  of  way 
that  the  profit-and-loss  statemeni 
and  balance  sheets  of  the  various  o[ 
erations  can  be  put  together,"  sa> 
Robinson,  who  has  proceeded  to  lear 
all  the  ways. 

Traveler's  checks  may  have  wane 
in  importance,  but  the  compan 
learned  its  float  lesson  well.  Its  mar 
agement  of  cash  balances  anywhet 
within  the  corporation  is  masterfu 
Thus,  it  is  not  surprising  that  despit 
a  downturn  in  traveler's  check  flo£ 
last  year  the  company's  net  incom 
rose  10.8%,  to  $581.1  million.  In  lac 
through  the  whole  transition  th 
company's  yearly  earnings  hav 
steadily  risen.  Next  time  some  wis 
guy  tells  you  that  American  Expres 
makes  most  of  its  money  off  the  tra\ 
elcr's  checks  float,  ask  him  where  h 
has  been  the  past  ten  years.  ■ 
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United  Airlines 
presents 

Tokyo  &  Hong  Kong. 


Introducing 
Royal  Pacific  Service. 
Starting  April  2, 1981 

It's  a  whole  new  way  to  travel 
that's  uniquely  United  throughout. 


First  Class  from 
head  to  toe. 

No  other  airline  has 
our  First  Class  seat. 
We  had  it  built 
expressly  for 
Royal  Pacific  Service. 
Our  sleeper  seat  has  a 
hydraulically  adjustable 
footrest  and  generous 
storage  underneath. 


Our  unique  Business  Class. 

You'll  enjoy  the  comfort  of  our  767  First 
Class  seat— designed  for  superior 
orthopedic  support  and 
legroom.  Roomy,  eight- 
abreast  seating  means 
you're  never  more  than 
one  seat  from  the  aisle. 
And  you'll 
receive  special 
headphones, 
complimen- 
tary beverage 
service,  and 
choice  of 
entree. 


World  Class  service. 

In  First  Class,  a  choice  of  several 
entrees— including  Chateaubriand 
—and  a  spectacular  hors  d'oeuvre 
cart.  There's  a  choice  of  entree  in 
Coach,  and  Oriental  appetizers 
in  all  three  classes. 


A  schedule  to  fit 
your  schedule. 

Departures  and  arrivals 
have  been  scheduled  for 
convenient  connections  to  and  from 
cities  on  United's  system  throughout 
the  United  States. 

SEATTLE 


Flight  Equip. 


Day 


Leave 


Arrive 


To  Tokyo:' 


747         l),ul\   ix   lues:  \2  ":'  p  m       J  1".  p  m  ' 


From  Tokyo:' 


747       Daily  (ex  Tues  )    7  00pm     11  35  pi 


To  Hong  Kong:2 


DC- 10 


Daily 


1  20  p  m      6  15  p  m  ' 


From  Hong  Kong:2 


DC  10 


Daily 


1  45  p  m     1 1  00  a  m  ' 


PORTLAND 


Flight  Equip 


To  Tokyo: 


Day 


Leave 


Arrive 


747 


Tues 


From  Tokyo: 


1  00 p  m      3  00pm' 


747 


Tues 


7  00pm  1155am' 


Schedule  eff  4/24/83  to  10/30/83  Ask  your  Travel 
Agent  or  United  about  schedule  prior  to  April  24 
2  Schedule  eff  Spring  1983 

'Arrive  next  day  "Arrive  same  day 


ROYAL  PACIFIC  SERVICE 


UJJ  uniTED  AiRLines 


We  offer  you  a  strategy  for  a  lifetime 
of  investment  opportunity  and  financial  security. 


TOTAL  FINANCIAL  PLANNING. 


Once  upon  a  time . . . 
>u  could  get  ahead  just  by  saving  money, 
ow  it's  a  lot  more  complicated, 
ow  do  you  keep  your  savings 
lead  of  taxes  and  inflation . . . 
id  still  provide  for  mortgage  payments, 
•liege  tuitions,  insurance,  investments, 
id  retirement? 

ow  do  you  cope  with  a  financial  world 
at  has  become  infinitely  more  complex? 
)day,  whether  you  earn  $50,000  or 
.50,000,  you  need  a  long-term  strategy 
at  properly  places  investment  assets 
keep  them  earning  maximum  returns, 
strategy  that  replaces  the  panic  button 
ith  an  orderly  system  for  success. 

At  Prudential-Bache, 
3  call  it  Total  Financial  Planning, 
s  the  discipline  we  live  by. 

Total  Financial  Planning  requires 
ireful  assessment  of  your  entire 
lancial  situation,  and  the  assembling 
a  financial  profile  that  forms 
e  basis  of  an  approach  to  meet  all 
»ur  financial  objectives. 

Your  Total  Financial  Planning 
ogram  might  well  include  stocks  and 
>nds,  options,  municipals  and 
oney  market  funds . . .  among  a  variety 
investment  opportunities.  Or  your 
>sition  may  require  diversification  into 
x  shelters,  private  placements, 
>mmodities,  annuities,  estate  and 


retirement  plans.  In  all . . .  more  than 
sixty-five  financial  alternatives. 

Prudential-Bache  Account  Executives 
are  the  catalysts  behind  the  considered 
process  of  Total  Financial  Planning. 
They  have  the  depth  of  experience 
to  meet  your  changing  needs 
through  a  continuing  relationship. 
The  more  we  know  about  you, 
the  -more  we  can  do  for  your  future. 
And  ours. 

Total  Financial  Planning. 
It's  the  discipline  needed 
to  stay  ahead  in  the  uncertain  '80s. 
And  it's  yours  from 
Prudential-Bache  Securities. 
One  powerful  source  for  a  lifetime 
of  investment  opportunity 
and  financial  security. 

Today,  take  the  first  step. 
Call  us  at  800-654-5454. 
Day  or  night,  we'll  be  there. 


183  Prudential-Bache  Securities  Member  SIPC 


Prudential-Bache 

Securities 


HH I 


The  'Riviera  collection 


If  you're  an  admirer  of  the  fine 
art  of. car  building  and  design, 
here  are  three  exceptional  works 
by. Buick  that  you'll  want  to 
consider. 

The  luxurious  Riviera.  The 
performance-tuned  Riviera  T  type. 
And  the  new  and  very  limited 
iition .Riviera  Convertible. 
"">n't  quite  see  buying  Riviera 


purely  out  of  appreciation  for  the 
art?  Then  consider  the  incredible 
list  of  equipment  you'H  be 
acquiring.  Even  in  standard  form, 
Riviera  ranks  as  one  of  the  world's 
most  completely  outfitted  cars. 

The  Rivieras.  If  you  can't  decide 
which  one  would  be  best  to  start 
your  collection  with,  buy  all  three. 

After  all,  why  break  up  the  set? 


Official  Csr  of  the  XXIIIrrl  Olympi. 
Los  Angeles  1984 
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Wouldn't  you  really  rather  have  a 


Cummins  Engine  has  taken  its  knocks  of 
late,  but  Chairman  Henry  Schacht  has  re- 
sponded to  them  in  a  most  reassuring  way. 


Minding 
its  own  business 


For  generations  Cummins  was  a 
classic  American  company,  leader 
through  good  management,  superior 
craftsmanship  and  advanced  technol- 
ogy in  a  growing  industry.  In  the  big, 
efficient  diesel  engines  for  heavy 
trucks  and  construction  equipment, 
Cummins  set  the  standards.  But  late- 
ly things  have  been  going  wrong  for 
many  classic  American  companies, 
and  Cummins  is  one  of  them. 

The  company's  response  to  the  cri- 
sis has  been  healthy  and  reassuring. 
At  a  time  when  many  other  old-line 
companies  are  frantically  diversifying 
into  services,  energy,  anything,  Cum- 
mins has  decided  to  stick  to  its  tradi- 
tional business.  With  his  board's  sup- 


By  Barbara  Rudolph 


Columbus,  Ind.  isn't  your  typi- 
cal midwestern  town.  It  is  rich 
with  Federal,  Bauhaus  and 
modernist  architecture  and  boasts  an 
Eero  Saarinen  church — much  of  it 
subsidized  by  the  J.  Irwin  Miller  fam- 
ily, which  also  controls  the  leading 
local  industry,  Cummins  Engine  Co. 
The  town  is  a  monument  to  a  well- 
ordered  world  and  to  Cummins' 
worldwide  supremacy  in  heavy  diesel 
engines — a  supremacy  expressed  in 
revenues  that  came  to  $1.6  billion  last 
year  and  a  payroll  of  19,000  people. 
But  Cummins  no  longer  lives  in  a 
well-ordered  world. 


Cummins  Engine's  Henry  Schacht 

"Sure,  it's  a  lot  of  money.  But  you  do  what  you  have  to  do. 


port,  Chairman  Henry  Schacht  is 
spending  $1  billion  over  six  years  to 
maintain  Cummins'  leadership  in  its 
chosen  field. 

Schacht's  plan  is  well  reasoned  but 
risky.  Moving  from  its  strength  in 
heavy  diesels,  Cummins  is  invading 
the  far  more  competitive,  lower-mar- 
gined, medium  and  small-scale  diesel 
engine  field  and  spending  heavily  to 
protect  its  place  at  the  heavy  end  of 
the  market.  "Sure,  it's  a  big  decision," 
says  the  boyish-looking  Schacht  con- 
fidently. "Sure,  it's  a  lot  of  money. 
But  you  do  what  you  have  to  do." 

While  heavy-duty  engines  are  virtu- 
ally all  diesel,  less  than  25%  of  the 
lighter-weight  engines  are.  Most 
lighter  engines  burn  gasoline,  so  there 
is  room  for  a  diesel  engine  maker  to 
grow.  Trouble  is,  lighter  diesel  en- 
gines are  also  easier  to  build  than  the 
heavies,  so  Cummins'  technological 
edge  may  be  less  crucial  here.  Schacht 
is  hedging  his  bets  in  this  price-sensi- 
tive market  with  a  $350  million  joint 
venture  with  Tenneco's  JI  Case.  Case 
is  not  only  putting  up  half  the  cash 
but  is  committed  to  taking  half  the 
output  for  its  own  agricultural  and 
construction  equipment — things  like 
farm  tractors  and  front-end  loaders. 

The  segment  of  the  market  into 
which  the  Cummins-Case  venture  is 
moving  is  not  exactly  booming.  Three 
years  ago,  with  the  price  of  gasoline 
rising,  it  seemed  a  good  bet  that 
small-scale  truck  makers  would  con- 
vert to  diesel.  But  gasoline  prices  have 
been  dropping  both  in  real  and  in  ab- 
solute terms,  and  the  pressure  to  go 
diesel  has  eased  considerably. 

And  the  lower  end  of  the  market  is 
already  crowded.  Caterpillar,  one  of 
Cummins'  strongest  competitors,  is 
today  saddled  with  a  bitter  strike 
(Forbes,  Nov.  22,  1982)  and  a  $180 
million  aftertax  loss.  But  when  Cat 
comes  back,  Cummins  will  feel  it. 
Cat  is  rumored  to  be  developing  a  new 
engine  for  the  medium-weight  mar- 
ket, the  3100  series,  and  could  give 
Cummins  a  hard  time.  And  GM's  De- 
troit Diesel  Allison  division  has  a  me- 
dium-duty engine,  which  remains  a 
strong  product. 

The  toughest  threat  of  all,  however, 
will  be  foreign:  Italy's  Iveco,  and  the 
joint  venture  between  France's  Re- 
nault and  Mack  are  selling  foreign- 
made  engines  in  their  trucks  sold 
here.  Japan's  Hino  could  be  in  the  U.S. 
in  two  years.  Finally,  Sweden's  Volvo 
could  begin  selling  its  own  engines  in 
its  newly  acquired  White  Motor 
trucks.  Nearly  all  Cummins'  foreign 
rivals  are  integrated  manufacturers 
that  sell  their  own  trucks  powered  by 
their  own  engines. 


FORBES,  MARCH  14,  1983 


55 


■ 


I 


Up  In  The  Air  About  Data  Networks? 


Schacht  replies  that  the  foreign 
presence  could  actually  work  to  hi: 
advantage.  His  argument:  If  Cum 
mins  can  persuade  a  foreign  producei 
to  put  Cummins  engines  in  truck; 
sold  here,  the  same  might  be  done 
overseas.  He's  counting  on  Cummins 
reputation  among  American  users  tc 
break  down  the  foreigners'  preference 
for  using  their  own  engines. 

The  light  diesel  venture  is  th( 
smallest  part  of  Cummins'  bold  cap 
ital-spending  program.  The  biggesi 
piece,  $700  million,  goes  into  the 
heavy-duty  engines.  This  market  ha: 
been  shrinking  for  the  last  three  years 
but  Schacht  maintains  this  is  no  per 
manent  decline.  Says  he:  "We're  con 
fident  that  this  is  anything  but  the 
end  of  an  era." 

Nevertheless,   the  downturn  ha: 


At  a  time  when  many  othei 
old-line  companies  art 
frantically  diversifying 
into  services,  energy,  any 
thing,  Cummins  has  decid 
ed  to  stick,  to  its  tradition 
al  business. 


been  severe.  The  company  earned  jusi 
$8  million  last  year — and  posted  a  $2<: 
million  loss  before  tax  and  foreigr 
currency  gains,  a  drastic  decline  frorr 
the  $99  million  it  earned  in  1981. 

Still,  Cummins  has  already  scored  i 
few  new  successes  in  its  drive  tc 
broaden  its  business.  One  was  in  the 
lower  end  of  the  heavy-duty  market 
where  Cummins  now  has  just  a  25% 
share.  These  are  the  engines  used  foi 
refuse  trucks  and  snow  plows.  Cum 
mins'  new  engine,  the  L-10,  got  a  vote 
of  confidence  a  few  months  ago  frorr 
International  Harvester,  Cummins 
largest  customer,  which  will  be  usin^ 
the  model  exclusively  in  its  F2375 
model  ten-wheel  tractor.  Cummins  is 
keeping  its  fingers  crossed  that  Har 
vester  stays  afloat  and  its  truck  divi 
sion  won't  fall  into  Japanese  hands. 

Wall  Street  seems  persuaded  thai 
Cummins  will  come  roaring  back 
The  stock  has  been  a  familiar  name 
on  the  new-highs  list  lately,  where  il 
has  sold  as  high  as  547/s,  way  up  frorr 
last  year's  low  of  26.  The  Street  fig- 
ures that  with  its  improved  financial 
controls  and  modern  plants,  Cum- 
mins is  leveraged  for  gains  once  the 
economy  turns. 

But  perhaps  the  most  reassuring 
thing  about  Cummins  today  is  that  it 
has  responded  to  adversity,  not  by 
fleeing  into  other  businesses,  but  by 
pouring  all  its  energy  into  staying  on 
top  of  its  own.  ■ 
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TYMNET  has  solutions. 
Accessibility? 

We're  the  world's  largest  public  packet  network.  And  growing... local-call 
access  now  in  more  than  400  U.S.  cities.  International  access  as  well. 

Compatibility? 

We  give  you  device  and  vendor  independence  through  built-in  network 
" value- addeds"  .  code  conversions,  speed  matching,  protocol  transla- 
tions-X.25,  Async,  3270  Bisync,  SDLC,  and  RJE/HASP.  We'll  help 
you  talk  to  anything. 

Network  management? 

We  da  it  all.  You  get  the  control  without  the  hassles  and  finger- pointing 
exercises. 

Growth? 

Whether  your  monthly  communications  costs  are  $5000  or  $500,000; 
whether  you  need  10  locations  or  several  hundred,  TYMNET  is  where 
you  ought  to  be.  With  support  you  can  grow  on.  Now  and  tomorrow. 

Dedicated  network  systems? 

Have  a  TYMNET  network  of  your  own.  Anything  from  a  dedicated  con- 
nection to  a  stand-alone  private  network  complete  with  management 
facilities. 

Cost-effectiveness? 

No  capital  investment  is  required  to  start  saving  money  on  the  public 
network  and  there  are  no  long-term  commitments. 

For  immediate  data  networking  solutions,  call  us. 

TYMNET 

A  Tymshare  Company 
2710  Orchard  Parkway,  San  Jose,  CA  95134  (408)946-4900 

The  Experienced  Intelligent  Network  People 


KoaaK  introduces 
the  duplicator  that  binds! 


"The  thickness  of  the  reports 
you  con  bind  knows  olmost 
no  bounds!" 


"It  was  bound 
to  happen!  Beautiful 
bound  reports!" 


"Kodak  is  innovating  in  leaps  and  bounds! 
Automatic  in-line  book-style  binding, 
each  book  at  duplicator  speed.  Fast! 
Staples  too!  Standard  or  legal  size,  copied 
one  side  or  both  ( with  unique  single-pass 
duplexing),  with  or  without  colorful 
cover  sheets!" 


"What  Kodak  hath 
adhesive-bound  together, 
let  no  one  pull  asunder!" 


"My  reports  are 
bound  to  be  better 
with  binding!" 


Talk  about  legally  binding. 
It binds  8Y2x 11 
and  8]/2  x  14  paper  too!" 


"Send  the  coupon  or  coll. 

We're  honor-bound  to 
send  you  on  actual  sample 
report  bound  with  the  new 
Kodak  Ektaprint250AFB 
duplicator!" 


c  Eastman  Kodak  Company  1983 


Call  toll-free  or  send  the  coupon. 
1  800  828-6270.  In  New  York  State,  call  1  800  462-6843. 

-CtttiU  

Eastman  Kodak  Company,  CD3340  Rochester,  NY  14650, 

]  Please  send  me  a  bound-like-a-book  brochure  prodi 
I  I  on  the  new  Kodak  Ektaprint  250AFB  duplicator. 


J  Have  a  Kodak  representative  call. 


NAME 


inn 


COMPANY 


ADDRESS 


CITY, 


MAM 


ZIP, 


TELEPHONE  I 


Sometimes  apiece 
of  a  policy  can 
do  more  for  you  than 
the  whole  pel* 


A  standard  package  of 
nsurance  products  and 
'elated  services  can  fre- 
quently offer  efficiencies 
;hat  make  sense.  How- 
ever, many  large  com- 
mercial accounts, 
ncluding  self-insureds, 
leed  customized  pro- 
grams. So  The  Travelers 
nakes  an  assessment  of  a 
Dusiness  to  isolate  partic- 
ilar  needs  and  devises 
particularized  solutions  to 
neet  them.  When  the 
ize  and  complexity  of  an 
iccount  require  it,  this 
night  include  bringing  in 
i  team  of  specialists  in 
marketing,  underwriting, 
inancial  planning,  com- 
puter technology  and  ac- 
uarial  science. 

And,  of  course,  safety 
engineering  to  uncover 
potential  risks  and  rec- 


ommend preventative 
measures.  (Wed  rather 
help  get  rid  of  liability 
problems  than  charge  you 
to  insure  against  them.) 

Insurance  from  The 
Travelers  is  not  an  all-or- 
nothing  proposition.  You 
can  do  it  all  with  us.  Or 
any  portion  of  your  cov- 
erage. Or  you  can  insure 
yourself,  and  we  can  help 
you  do  that  too. 

If  you  think  you  mig  ht 
have  a  problem  for  us, 
have  your  agent,  broker 
or  financial  consultant 
®  call  Chuck  Clarke  at 
S3  (203)  277-4451.  Or 
call  us  yourself. 

If  all  you're  getting  from 
your  insurance  company  is 
insurance, get  in  touch  with 
Tlw  Travelers. 

TheTraveler^T 

The  Travelers  Corporation  and  its  Affiliated  Companies,  Hartford,  C  1  06115 


As  I  See  It 


The  Soviets  regard  the  economic  policies  of  the  Reagan  Adminh 
tration  as  a  desperate  gamble  by  American  conservatives. 

Reaganomics — 
the  view  from  Moscow 


A Forbes  team  visited  the  Soviet 
Union  last  fall  to  prepare  an  arti- 
cle on  the  world's  leading  planned 
economy  (Dec.  6,  1982).  Among  the 
scores  of  interviews  we  held  in  a  halt 
dozen  cities  was  one  at  the  Institute 
of  U.S.A.  and  Canada  Studies  of  the 
U.S.S.R.  Academy  of  Sciences  in  Mos- 
cow. There,  we  were  presented  with 
an  interesting  proposal  by  Protcssoi 
Valentin  Kudrov,  a  Soviet  economist 
and  chief  of  section  at  the  institute. 


Would  Forbes  consider  running  an 
article  containing  an  official  Soviet 
interpretation  of  the  state  of  the  U.S. 
economy  under  Ronald  Reagan-  Why 
wouldn't  we?  It's  always  useful  to 
know  what  your  competition  thinks 
about  you,  or  says  he  thinks  about 
you.  The  proposal  was  accepted.  More 
than  four  months  passed  before  the 
article  arrived,  having  presumably 
been  thoroughly  vetted  by  various 
powers-that-be  under  the  newly  in- 


stalled reign  of  Yuri  Andropov.  Belo 
edited  slightly  for  length  and  style, 
Professor  Kudrov's  article. 

That  the  Soviets  track  the  U 
economy  with  care  and,  ideolo 
aside,  considerable  sophistication 
clear.  That  the  Soviets  consider  Rc 
gan's  policies  inhuman  and  theore 
cally  unsound  is  not  surprising.  Ni 
ther  is  it  surprising  that  they  rcga 
Reaganomics  as  a  servant  of  the  "t 
bourgeoisie."  What  is  surprising  is  t 
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Pan  Am's  Clipper  Class  Seat  18'  i" 
TWA's  Ambassador  Class  Seat  207«" 


Airways  Super  Club  has 
Is  22"  wide  because  of 
I  requirements,  however. 
Club  Seals  are  wider 
eompeiiiors'. 


British  Airways  Super  Club  Seat  24"* 


THE 

WORLD'S 

WIDEST 

AIRLINE 

SEAT. 

Who  else  but 
British  Airways. 

Who  else  indeed!  After  all.  no 
other  airline  on  earth  offers  you  a 
business  class  in  a  class  with  British 
Airways'  Super  Club®  The  world's 
roomiest  business  class  seat,  always 
next  to  an  aisle  or  a  window,  and 
service  as  only  the  British  can  pro- 
vide it. 

Should  you  choose  to  step  up  a 
bit. you'll  find  our  Crown  First  Class™ 
waiting,  with  a  sleeperseat  of  noble 
proportions.  It  seems  a  shame  to 
sleep  through  our  haute  cuisine  and 
fine  china  service,  but  it's  nice  to 
be  able  to. 

Finally,  there's  the  stratosphere 
of  luxury,  our  Concorde.  The  only 
supersonic  flights  to  Britain. 

And,  you'll  be  pleased  to  note 
that  your  flight  miles  between  the 
US  and  London  on  British  Airways 
will  count  as  credit  toward  the 
A  AdvantageSM  travel  award  plan. 
But  it's  no  more  than  you'd 
expect  from  the  airline  that  flies 
more  people  to  more  countries 
than  any  other  airline. 

British 
airways 


tlO  PROOF  •  CALVERT  DISTILLERS  CO  ,  NYC 

Aftera 
day 
in  the  zoo 

with 
the  bulls 
and 

the  bears, 
trya 

welcome 

change 

of  pace. 


John  Jameson 

Imported  Irish  Whiskey 


conclusion:  Reaganomics  may  even- 
tually work,  at  least  for  a  while. 


By  Valentin  Kudrov 


TWO  YEARS  HAVE  PASSED  since  the 
new  Republican  Administration 
took  office.  Now  it  is  possible  to 
evaluate  results  in  the  development 
and  realization  of  its  new  economic 
program — "Reaganomics,"  as  it  is 
called  in  the  press.  The  economic  pro- 
gram, the  centerpiece  of  the  present 
Administration's  overall  strategy,  is  a 
radical  departure  from  economic  poli- 
cy based  on  Keyncsian  doctrines  and 
pursued,  with  some  modifications,  by 
successive  U.S.  governments  since  the 
time  of  F.D.  Roosevelt's  New  Deal. 

The  roots  of  Reaganomics 

Reagan's  "anti-Keynesian  revolu- 
tion" should  be  viewed  in  the  context 
of  the  shift  toward  conservatism  in 
the  U.S.  during  the  1970s.  One  should 
distinguish  between  internal  and  ex- 
ternal causes  of  this  conservative 
turn.  A  shift  in  economic  theory  con- 
stitutes only  a  part  of  it. 

During  the  past  decade  Americans 
witnessed  rises  in  unemployment  and 
consumer  prices,  declines  in  the  rate 
of  economic  growth,  degradation  of 
living  standards  and  a  slowing  of  their 
technological  progress.  The  growth  of 
labor  productivity — the  most  impor- 
tant factor  of  the  economy's  efficien- 
cy and  competitiveness — began  to  de- 
celerate in  the  mid-Sixties.  It  slowed 
considerably  after  1973 — indeed,  it 
was  negative  in  two  of  the  past  four 
years.  Within  a  decade  the  American 
economy  has  endured  three  critical 
drops  in  production.  U.S.  corporate 
profits  and  capital  expenditure  have 
declined,  while  energy  supplies  have 
become  insecure  and  expensive. 

Given  these  negative  develop- 
ments, a  social  need  has  arisen  to  re- 
build the  economy,  to  change  old 
methods  of  the  state-monopoly  regu- 
lation. Nostalgic  about  the  lost  power 
and  grandeur  of  America,  regretting 
the  absence  of  national  priorities  and 
feeling  a  weakness  of  patriotic  spirit, 
many  Americans  started  demanding 
that  national  leadership  be  restored 
and  strengthened.  The  big  bourgeoi- 
sie, representatives  of  the  richest  stra- 
ta of  the  population,  headed  the  con- 
servative drive. 

Pragmatism  and 
internal  contradictions 

From  the  point  of  view  of  economic 
theory,  Reaganomics  has  no  solid 
foundation.  Departing  from  the  tradi- 
tional Kcynesian  concepts,  it  has  pro- 
moted supply-side  economics,  which 


is  nothing  more  than  pragmatic  an< 
eclectic  theory  combining  those  ele 
ments  of  neoclassical  and  monetaris 
concepts  most  in  tune  with  eonserva 
tive  opinion. 

Keynes  advocated  active  govern 
mcnt  intervention  in  the  economy 
Keyncsian  policies  ultimately  led  t( 
more  frequent  recessions,  more  se 
vere  structural  crises,  to  stagflation 
declining  rates  of  accumulation,  , 
sharp  rise  in  money  supply,  budge 
deficits  and  unemployment.  In  shar] 
contrast  to  the  Keynesians,  contem 
porary  supporters  of  supply-side  ceo 
nomics  advocate  limited  interventioi 
by  the  state.  They  preach  the  slogan 
of  free  enterprise,  self-regulating  mar 


Reaganomics  is 
nothing  more  than 
pragmatic  and. 
eclectic  theory 
combining 
those  elements  of 
neoclassical 
and  monetarist 
concepts  most 
in  tune  with 
conservative 


opinion. 


ket  systems  and  the  primary  role  o 
profit.  And  they  call  for  "the  remova 
of  government  from  the  people' 
back."  Instead  of  stimulating  de 
mand,  they  want  to  stimulate  the  sup 
ply  of  goods  and  services. 

However,  both  the  theoretical  am 
practical  sides  of  Reaganomics  are  ful 
of  internal  contradictions.  They  can 
not  produce  by  themselves  so  coher 
ent  a  base  for  economic  policy  as  th 
Keyncsian  concept  did.  Nobel  laure 
ate  James  Tobin,  writing  on  thi 
point,  observed  that  right  from  th 
start  Reaganomics  was  not  a  consis 
tent  policy.  It  reminds  you,  Tobii 
said,  of  two  engines  pulling  the  trail 
in  opposite  directions. 

The  main  contradiction  of  th 
President's  economic  program  is  ; 
deep  conflict  between  fiscal  and  mon 
etary  policy.  Reduced  taxes  and  nev 
depreciation  rules  are  aimed  at  stimu 
lating  productive  investment  and  eco 
nomic  growth.  Lower  taxes  are  in 
tended  to  stimulate  higher  consume 
demand.  It  is  here  that  the  main  di 
chotomy  in  the  theoretical  base  an< 
practical  implementation  of  Reagan' 
economic  program  is  hidden.  Th 
present  government  knows  neithe 
how  to  stimulate  production  withou 
stimulating  inflation  nor  how  to  sto] 
inflation  without  slowing  production 

There  is  nothing  new  in  the  contra 
diction  between  anticyclical  and  anti 
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Featured  performance. 

When  it  comes  to  desktop  plain- 
paper  copiers,  nothing  matches 
the  features  and  performance 
of  Toshiba's  BD-4511. 

ACEs  out  the  competition. 
With  its  Automatic  Controlled 
Exposure  (ACE)  system,  the 
BD-4511  automatically  adjusts 
copier 
exposure 

togive  m 

you  crisp,  I 
clear,  M 
contrast-balanced  copies. 

VIP  treatment. 

It's  yours  with  Visual  Image 
Projection  (VIP),  Toshiba's 
exclusive  photocopier  monitoring 
system.  A  lighted,  full-color 
display  panel  keeps  you  posted  on 


the  performance  of  15  individual 
BD-4511^ 
functions.^ 
And  that 
helps  keep 
this 
copier 

running  smoothly  all  the  time. 

Reduces  paperwork. 

Touch  a  button  and  the  BD-4511 
reduces  11  x  17-inch  originals 
down  to  8V2  x  11.  The  BD-4511  even 


Give  me  more  on  this  small 
stroke  of  genius. 

□  Please  send  more  information. 

□  Please  arrange  for  a  free  demonstration 
of  the  BD-4511  at  my  office. 

Fill  out  and  mail  to: 

Toshiba  America,  Inc., 

2441  Michelle  Drive.  Tustin,  CA  92680 

Or  call  toll-free:  800-447-2882. 


Name . 
Title  _ 


Company . 
Address  _ 

City  

State  


Zip. 


Phone . 


reduces  your  originals  down  to  the 
size  of  a  standard  business  card. 


To  learn  more  about  this 
small  stroke  of  genius,  write  or 
call  Toshiba  today  At  Toshiba, 
everything's  getting  smaller 
but  performance. 


"IT'S  A 
SMALL  STROKE 
OF  GENIUS? 


TOM  WATSON,  golf  professional 


n  Touch  with  Tomorrow 

TOSHIBA 


TOSHIBA  BD-4511 


To  be  exact,  E.F  Hutton  listens  via 
our  General  Services  network.  This  system 
provides  private  lines  for  long-distance 
telephone,  data  and  facsimile  communi- 
cations via  satellite.  Service  is  provided 
among  27  U.S.  cities  and  can  cut  your  long- 
distance phone  bill  by  as  much  as  50%. 

E.F  Hutton  joins  over  250  other  major 
corporations  who  are  also  cutting  their 
long-distance  communications  costs  in 
half.  Without  changing  existing  equipment 
or  investing  additional  capital.  And  their 


telephone  communications  have  never 
been  better. 

Private  line  communications  is  just  one 
example  of  the  service  American  Satellite 
provides  to  businesses  throughout  the  U.S. 
For  instance,  we  have  developed  switching 
technology  that  economically  integrates 
voice,  data,  document  and  video  tele- 
conferencing over  a  single  digital  channel 
We  are  also  the  first  carrier  to  offer  all- 
digital  satellite  transmission  which  allows 
your  information  to  be  transmitted  faster 


and  more  accurately  than  ever  before 

It  comes  down  to  this:  when  yoi 
answers  to  your  communications  pre 
talk  to  the  leader  —  American  Satelli 

When  you  talk,  we'll  listen. 

For  more  information,  write 
American  Satellite  Company,  Dept  G 
1801  Research  Blvd.,  Rockville,  MD  2 
(301)  251-8333 

Between  heaven  and  earth,  then 
little  we  can't  do. 


V 


American  Satellite, 
e  talk.  E.F  Hutton  listens. 


AMERCAN 
SATELLITE 
COMPANY 


A 


Amencan  Satellite  Is  a  partnership  between  Continental  Telecom  Inc.  and  Fairchud  Industries 


Audi:  more  high-performance  Germai 
luxury  cars  than  anyone.  Surprised? 


To  those  discerning  car  buy- 
ers, the  most  sophisticated  high- 
performance  luxury  cars  continue  to  come 
from  Germany.  The  most  complete  line  of 
which  comes  from  Audi,  for  1983. 

Our  Quattro  Turbo's  powerhouse  tan- 
dem of  all-wheel  drive  and  turbocharged 
engine  has  led  to  eight  straight  SCCA 
victories  in  America. 

The  5000  Turbo  Gas  and  Tirbo  Diesel 


are  two  full-sized  luxury  German  cruisers 
with  turbo  exhilaration. 

Equally  exciting  is  our  GT  Coupe.  The 
world's  only  front-wheel  drive,  five-cylin- 
der Grand  Touring  Coupe. 

Some  of  the  most  enjoyable  perform- 
ance driving  comes  from  our  4000  Sports 
Sedan.  Extremely  agile  with  Audi's  re- 
fined front-wheel  drive. 

No  matter  which  Audi  you  buy,  you  get 


a  high  level  of  luxury,  from  air  condit 
ing  to  power  windows  to  optional  lea 
seat's. 

In  a  luxury  Audi,  performance  m 
something  today.  Because  it  always  h 

For  your  nearest  Porsche  Audi  deal 
details  on  the  Audi  Delivery  in  Eu 
Program,  call  toll-free  (800)  447-470( 
Illinois,  (800)  322-4400.  ©i983  Porsch 
PORSCHE  +  AUDI 


Audi:  the  art  of  engineering. 


inflationary  regulation.  This  contra- 
diction was  also  evident  in  Keynesian 
regulation  of  demand,  which  led  to 
stagflation. 

Yet  another  important  contradic- 
tion in  the  conservative  economic 
program  is  that  between  inflation- 
fighting  and  social  policies.  Striving 
to  balance  the  federal  budget  and  to 
ease  inflation,  the  government  resorts 
to  massive  reductions  in  social  and 
administrative  outlays.  The  sharp 
anti-Reaganite  speech  by  AFL-CIO 
Chairman  Lane  Kirkland  at  the  1981 
Congress  of  the  AFL-CIO  reveals  the 
consequences  of  this  contradiction. 

Budget  cuts  in  fiscal  1982  alone  will 
touch  the  economic  interests  of  no 
fewer  than  20  million  Americans. 
The  resulting  protests  expressed 
through  unions,  youth  and  black  orga- 
nizations are  gaining  strength.  Rela- 
tions are  deteriorating  not  only  be- 
tween the  government  and  trade 
unions,  but  also  between  the  govern- 
ment and  local  authorities,  the  gov- 
ernment and  the  church. 

The  third  internal  contradiction  of 
Reagan's  economic  program  consists 
of  a  sharp  conflict  between  tax  reform 
and  a  policy  aimed  at  the  liquidation 
of  the  budget  deficit.  The  Administra- 
tion made  serious  miscalculations  in 
financing  its  military  buildup.  The 
full  implementation  of  Reagan's  mili- 
tary program  may  take,  not  $1.5  tril- 
lion over  the  next  five  years,  but  $750 
billion  more  than  that. 

This,  in  turn,  will  not  only  under- 
mine the  present  expenditure  sched- 
ules but  will  have  the  most  negative 
impact  on  the  economy.  It  will  lead 
to  a  slowing  down  in  capital  invest- 
ment and  one-sided  development  of 
science  and  technology.  Such  damage 
will  be  felt  for  decades.  Moreover,  the 
spread  of  a  regulated  war  sector  in  the 
economy  as  a  whole  contradicts  the 
original  tenets  of  Reaganomics:  de- 
pendence on  the  reserves  and  initia- 
tives of  the  private  sector,  reduction 
of  government  interference  in  every 
possible  way. 

All  in  all,  it  turns  out  that  it  is 
impossible  to  reduce  the  share  of  fed- 
eral spending  in  the  U.S.  gross  nation- 
al product.  Instead  of  a  reduction,  this 
share  rose  in  fiscal  year  1982  to  24%, 
the  highest  level  since  1946. 

The  fourth  contradiction  in  the 
Reagan  program  is  one  between  the 
measures  to  accelerate  economic 
growth  through  technological 
progress  and  the  reduction  of  federal 
spending  on  science  and  education — 
the  main  sources  of  this  very  growth. 
It  is  impossible  to  achieve  fast  growth 
in  labor  productivity  while  slowing 
down  efforts  in  science  and  educa- 


tion. The  private  sector  is  simply  not 
able  to  develop  effectively  fundamen- 
tal social  and  social-economic  sci- 
ences, which  directly  influence  the 
destiny  of  the  country's  economy. 

And  finally,  the  fifth  contradiction 
of  Reaganomics.  It  concerns  the  inter- 
national obligations  of  the  U.S.  By 
keeping  interest  rates  at  an  artificially 
high  level,  the  U.S.  forces  other  coun- 
tries to  increase  their  interest  rates — 
this,  in  order  to  prevent  massive  out- 
flows of  capital  to  the  U.S.  This 
hinders  the  investment  process  and, 
therefore,  prolongs  economic  reces- 
sion in  the  capitalist  world.  In  other 
words,  Reaganomics  seeks  to  improve 


Being  experienced  pragma- 
tists,  Republicans  under- 
stand  that  the  down  phase 
of  every  economic  cycle  must 
be  followed  by  recovery  and 
upturn.  Reaganomics  itself 
is  not  the  principal  engine, 
but  rather,  and  merely,  a 
supplementary  one,  in  eco- 
nomic policy.  Its  stimulating 
function  depends  mainly  on 
cyclical  forces . 


the  economic  situation  in  the  U.S.  at 
the  expense  of  other  countries. 

Problems  of  coping  with  the  crisis 

The  absence  of  sound  theoretical 
foundations — this  mixing  in  one 
package  of  many  contradictory  and 
even  flatly  incompatible  elements  of 
different  economic  concepts — makes 
the  economic  program  of  the  Republi- 
can Party  a  rather  unreliable  base  for 
future  government  regulation  of  the 
economy.  Reaganomics  contains  in  it 
more  risk  and  resoluteness  than  wis- 
dom and  calculation.  Republicans,  it 
seems,  have  put  everything  at  stake: 
their  dreams  to  revitalize  the  econo- 
my, to  strengthen  America's  position 
in  the  world  and,  in  case  of  success,  to 
prolong  their  stay  in  power.  Republi- 
cans link  all  their  plans  for  the  future 
with  the  coming  economic  recovery. 
In  this  sense  Reaganomics  is' an  eco- 
nomic policy  of  risk. 
But  one  should  not  underestimate 


the  economic  strategy  devised  by  Rea- 
gan's aides.  Being  experienced  prag- 
matists,  Republicans  understand  that 
the  down  phase  of  every  economic 
cycle  must  be  followed  by  recovery 
and  upturn.  It  is  here  that  the  hidden 
"double  bottom"  of  the  Republican 
economic  policy  is  fully  revealed. 
Reaganomics  itself  is  not  the  princi- 
pal engine  but  rather,  and  merely,  a 
supplementary  one  in  economic  poli- 
cy. Its  stimulating  function  depends 
mainly  on  cyclical  forces. 

It  thus  becomes  possible  to  say 
firmly  that  Reaganomics,  in  the  short 
run,  has  failed.  In  the  face  of  steadily 
rising  deficits,  the  Administration 
was  forced  to  raise  some  taxes  and 
thus  departed  from  its  earlier  pro- 
claimed principle  of  permanent  tax- 
cutting.  In  August  1982 — that  is,  ten 
months  after  the  tax-cutting  law  was 
enacted — the  Congress  adopted  a  law 
raising  government  tax  revenues  by 
$98.3  billion  over  the  next  three 
years.  There  is  no  question,  of  course, 
of  raising  taxes  on  the  rich  or  on  cor- 
porate profits.  It  is  known  that  the 
corporate  share  of  all  federal  tax  re- 
ceipts shrank  from  some  25%  in  the 
mid-Sixties  to  about  5%  now.  It  is  the 
most  unfair  and  regressive  excise 
taxes  that  have  been  raised. 

Nevertheless,  a  possibility  exists 
that  the  wave  of  post-recession  recov- 
ery and  the  upturn  itself  will  free  up 
the  flywheel  of  the  American  econo- 
my with  the  stimulators  built  into  the 
present  economic  program  accelerat- 
ing this  movement.  They  are  impor- 
tant by  themselves.  Under  the  condi- 
tions of  cyclical  upturn,  the  effect  of 
stronger  "sides"  of  Reaganomics  (de- 
preciation reform,  deregulation  and 
tax  reform)  will  be  strengthened,  and 
the  impact  of  its  negative  sides  will  be 
weakened.  That  is  evidently  what  Re- 
publicans are  counting  on. 

Not  without  a  touch  of  naivete,  the 
Republican  Administration  hopes 
that  the  internal  contradictions  inher- 
ent in  its  economic  program  will  dis- 
appear as  soon  as  a  new  boom  begins. 
Then  it  would  be  possible  to  lower 
interest  rates  drastically  and  to  reduce 
the  deficit  and  unemployment.  The 
acceleration  of  technological  progress 
in  its  turn  allegedly  will  bring  long- 
term  benefits  surpassing  the  time 
limits  of  the  current  economic  cycle. 

A  temporary  acceleration  of  eco- 
nomic growth  cannot  be  excluded. 
More  fundamentally,  however,  the 
present  stage  of  U.S.  economic  histo- 
ry is  characterized  by  the  transition  of 
an  economy  accustomed  to  overcon- 
sumption  of  resources  and  consumer 
goods  to  a  long  period  of  sharpening 
problems,  both  internal  and  global.  ■ 
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How  The  Hartford 


MOur  Claims  know-ho 
loss  from  turning  into 


Claude  Glaser,  Senior  Vice  President, 
Claims  Department,  explains  how  The 
Hartford's  fast,  expert  Claim  service 
can  minimize  the  size  of  a  loss  and  cut 
insurance  costs. 

Q.  How  can  The  Hartford's  Claims  capability 
help  reduce  a  company's  insurance  costs? 

A.  The  lower  a  company's  losses,  the  lower  its 


insurance  premiums.  That's  the  bottom  lin 
The  Hartford,  we  have  an  impressive  trad 
for  minimizing  losses.  One  example  invol 
explosion  at  a  California  oil  refinery  insure 
A  corrosive  oily  substance  spewed  into  th 
covered  some  2,000  automobiles.  If  it  wa: 
moved  quickly,  all  2,000  cars  would  have 
repainting  at  a  cost  of  $500  each-a  poter 
million-dollar  loss. 

Our  Claims  people  responded  quickly , 
decisively.  They  had  the  substance  analyz 


luce  insurance  costs. 

ept  a  $170,000 
nillion-dollar  loss/' 


xized  its  immediate  removal  with  a  special 
ling  process.  The  cost?  Just  $85  per  car  for  a 
of  $170,000- less  than  one  fifth  the  loss  that 
d  have  resulted  from  routine  claims  handling, 
minimized  the  impact  of  the  loss  on  the 
?r's  premiums. 

!an  your  responsive  Claims  service  help  get 
iack  into  business  quickly  following  a  loss? 

efinitely.  And  when  a  real  need  exists,  we  can 
advance  a  claimant  funds  before  the  final 
it  of  damages  has  been  determined.  That's  what 
id  after  several  greenhouses  insured  by  us  in  the 
vest  were  damaged  by  a  severe  windstorm.  We 
n  on-the-spot  analysis  of  the  damage  and  made 
>stantial  partial  payment  that  enabled  the  nur- 
to  begin  repair  work  right  away.  It  not  only  put 
back  in  business  sooner,  but  helped  prevent 
er  damage  to  their  stock. 

Vhy  is  The  Hartford  able  to  respond  to  a  claim 
jj  quickly  and  effectively  than  other  insurers? 

nlike  many  insurance  companies,  we  handle 
it  99%  of  our  claims  with  our  own  staff.  We  have 
250  fully  automated  Claims  offices  and  some 
)  Claims  professionals-including  experts  in  a 
range  of  specialized  loss  areas-who  are  trained 
notivated  to  resolve  claims  quickly  and  fairly, 
ipeed  and  quality  of  our  claims  service  get  high 
;s  from  agents,  insureds  and  claimants  alike.  And 
's  no  add-on  charge  for  outside  claims  service. 

iow  can  effective  rehabilitation  cut 
•ance  costs? 

can  speed  up  the  return  of  injured  employees 
Dductive  work.  In  a  recent  case,  a  heavy- 


equipment  operator  suffered  a  severe  back  injury 
which  prevented  him  from  returning  to  his  job.  We 
arranged  for  his  medical  treatment  and  also  coordi- 
nated and  helped  finance  his  retraining  as  a  meat- 
cutter.  We  even  advanced  him  funds  to  open  his 
own  retail  butcher  shop.  He  became  productive  and 
self-sufficient  once  again.  And  our  insured  was 
spared  the  negative  impact  that  some  $300,000  in 
anticipated  disability  payments  would  have  had 
on  its  premiums. 

We  also  accelerate  rehabilitation  through  our 
countrywide  staff  of  Health  Service  Representatives- 
registered  nurses  who  work  full-time  for  the  medical, 
social,  psychological  and  vocational  rehabilitation  of 
claimants. 

Q.  Can  I  use  The  Hartford's  Claims  expertise 
even  if  I  self  insure? 

A.  Sure.  Through  our  subsidiary,  Hartford  Specialty, 
we  can  provide  you  with  any  level  of  claims  service 
you  need,  independently  of  insurance  coverages. 
We're  currently  providing  "unbundled"  claims  ser- 
vice to  some  of  the  country's  largest  corporations. 

Q.  How  can  I  put  The  Hartford's  Claims  capability 
to  work  for  my  company's  benefit? 

A.  Just  contact  an  independent  agent 
who  represents  The  Hartford. 

Don't  make  a  decision  on  any  business  insurance 
without  a  quote  from  The  Hartford. 
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Let  us  protect  your  world,  the  hartford 


T  he  *  lartford  Insurance  Group.  Hartford,  Connec  tic  ut  0(>1 1 5 


Av  Goldberg  used  to  sweep  floors  and  stock 
shelves  at  Stop  &  Shop.  Then  he  married 
the  chairman  s  daughter.  And  rescued  his 
in-laws  family  business. 

Up  from  produce, 
on  to  petticoats 


By  Peter  Kadzis 

WHEN  THE  BABY  BOOM  slowed 
20  years  ago,  food-chain  ex- 
ecutives bent  on  growth  di- 
versified into  discount  merchandis- 
ing. Pants  and  petticoats,  they  rea- 
soned, should  be  no  harder  to  push 
than  produce. 

They  were  wrong.  By  now,  most 
have  dismantled  their  pipe  racks  and 
returned  to  meat  and  potatoes.  Grand 
Union  closed  its  Grand  Catalogue 
Showrooms.  Jewel  sold  its  Turn-Style 
stores.  And  Giant  shut  down  its  mer- 
chandise outlets.  The  common  fail- 
ing? Lack  of  marketing  knowhow. 
The  tricks  of  the  retail  trade  turned 
out  to  be  treacherous  indeed. 

But  after  years  of  plugging  away,  at 
least  one  chain  mastered  them:  Bos- 
ton-based Stop  &  Shop  Cos.,  which 
should  report  fiscal  1982  earnings  of 
about  $32  million  on  sales  of  $2.3 
billion.  Merchandising  accounts  for 
about  40%  of  those  sales,  and  returns, 
about  70%  of  profits.  And  by  the  end 
of  this  year  analysts  expect  sales  of 
general  merchandise  to  nearly  equal 
those  of  groceries.  In  contrast,  profits 
from  merchandise  12  years  ago  didn't 
contribute  enough  to  warrant  disclo- 
sure in  the  annual  report. 

How  did  Stop  &  Shop  succeed 
where  others  failed?  By  running  its 
discount  operations  like  classy  de- 
partment stores  rather  than  plebeian 
bargain  basements.  By  monitoring 
fads  and  fashions.  By  creatively  dis- 
playing the  goods.  And,  especially  in 
recent  years,  by  emphasizing  high- 
profit  apparel  rather  than  low-margin 
items  such  as  appliances  and  toys. 

At  the  heart  of  Stop  &  Shop's  suc- 
cess, which  became  apparent  only  last 
year,  is  Bradlees,  a  rapidly  expanding 
chain  with  106  discount  department 
stores  stretched  along  the  East  Coast 


from  Maine  to  Virginia.  The  company 
doesn't  report  earnings  for  Bradlees, 
but  analysts  say  that  it  accounts  for 
around  90%  of  all  merchandising  op- 
erating profits.  Three  other  chains 
round  out  the  merchandising  divi- 
sion: Off  the  Rax  (women's  clothes, 
75  stores);  Medi  Mart  (drugs,  health 
and  beauty  items,  50  stores);  and  C.B. 
Perkins  Co.  (tobacco,  54  stores). 

It  took  Stop  &  Shop  years  to  hit  the 
right  combination.  The  company 
bought  Bradlees  about  1961.  A  string 
of  nine  scruffy  stores,  Bradlees  re- 


mained dowdy  until  the  early  1970s 
Then  a  double  disaster  struck  Stop  & 
Shop.  A  fire  destroyed  its  biggest  su 
permarket  warehouse,  plunging  the 
company  into  debt.  Meanwhile,  the 
ongoing  exodus  of  middle-class  fam 
ilies  from  Boston — the  company's  big 
gest  and  most  competitive  market- 
to  the  suburbs  entered  its  final  phase 
A  price  war  followed.  Other  store; 
folded.  Stop  &.  Shop  survived,  but 
profits  shrank  and  it  surrendered  mar 
kct  share  to  independent  grocers  with 
lower  labor  c'osts. 

In  the  middle  of  the  mess,  Stop  & 
Shop  got  a  new  president,  Avrarc 
Goldberg.  Goldberg  had  spent  most  oi 
his  working  life  with  the  company.  A; 
a  student  he  had  stocked  shelves  anc 
swept  floors.  At  Harvard  University 
he  married  the  chairman's  daughter 
later  excelled  at  every  executive  jot 
he  was  given  and — as  he  and  his  fa 
ther-in-law  intended — rose  to  the  top 

"When  I  took  over,"  says  Goldberg 
now  53,  "it  seemed  pretty  clear  thai 
the  only  way  to  keep  the  company 
profitable  over  the  long  run  was  tc 
consolidate  supermarket  operation; 
and  expand  general  merchandise.  Bui 
our  market  was  packed  with  competi 
tors.  We  knew  we'd  have  to  be  differ 
ent  from  other  pipe-rack  operations 
So  we  made  a  decision  to  act  mon 
like  a  department  store." 


Stop  &  Shop  CEO  Goldberg  makes  a  point  in  bis  office  outside  Boston 
Why  think  "five-and-dime"?  Why  not  think  "Bloomingdale's"? 
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Goldberg  reasoned  that  the  next 
generation  of  consumers,  mature 
baby-boomers,  would,  thanks  to  in- 
creased education  and  continued  ex- 
posure to  television  advertising,  be 
more  demanding  customers  than 
their  parents.  "A  bargain  would  no 
longer  be  enough,"  he  says.  "These 
customers  would  be  looking  for  qual- 
ity goods  at  low  prices." 

Stop  &  Shop  recruited  executives 
from  top  New  York  department 
stores.  Harold  Frank,  now  president  of 
Bradlees,  was  one  of  the  first  to  be 
tapped.  Frank,  a  longtime  executive 
for  Abraham  &  Straus,  refined  the 
Bradlees  formula.  "Our  customers  are 
young,  white-collar  families,  just 
starting  out  in  life.  They  are  strapped 
with  mortgage  and  car  payments.  Be- 
cause the  children  are  young  there  is 
probably  only  one  income.  That  usu- 
ally means  the  wife  does  the  shopping 
while  her  husband  is  working." 

"The  key"  to  that  trade,  a  buyer  for 
a  chief  competitor  says,  "is  Bradlees' 
display  presentation.  The  top  guys  in 
the  company  monitor  the  process 
closely.  They  think  like  Blooming- 
dale's,  while  the  rest  of  us  play  like 
we're  five-and-dimes." 

Stop  &  Shop's  shift  to  merchandis- 
ing began  to  pay  off  in  a  big  way  two 
years  ago.  In  1981  a  5%  increase  in 
sales  and  the  divestiture  of  unprofit- 


able supermarkets  worked  to  increase 
earnings  by  50%,  from  $16.3  million 
to  $24.5  million,  or  $6.06  a  share. 
Since  then  the  stock  has  split  5-for-4. 
Analysts  estimate  that  per-share  earn- 
ings for  fiscal  1982  will  run  between 
$5.50  and  $6.  They  are  forecasting  $7 
a  share  for  1983. 

Wall  Street,  belatedly  as  usual,  took 
notice  last  year.  Trading  in  the  once 
sleepy  stock  picked  up.  Stop  &  Shop 
closed  the  year  as  the  lOth-biggest 
gainer  on  the  New  York  Stock  Ex- 
change, up  210%,  to  $54.50.  The  price 
since  has  risen  to  some  $60  a  share. 

"I  think  the  stock  still  has  a  lot  of 
life  left  in  it,"  says  Harry  Wells,  an 
analyst  with  Adams,  Harkness  &. 
Hill.  "Not  only  has  the  company 
changed  itself  from  a  grocer  to  a  retail- 
er, thus  upping  the  multiple  it  trades 
at,  it  is  also  expanding  faster  than 
most  people  realize.  And  they  were 
growing  in  a  recession.  I  think  we  can 
look  for  continued  growth  in  sales  and 
profits,  especially  during  a  recovery." 

Actually,  few  shares  are  available 
for  trading.  The  company  has  only  5 
million  outstanding,  about  25%  of 
which  are  held  by  the  Rabb  family, 
descendants  of  Joseph  Rabinovitz, 
who  founded  the  company  as  Econo- 
my Grocery  Stores  in  1914.  (Stop  &. 
Shop  is  unrelated  to  the  midwestern 
specialty  chain  of  the  same  name.) 

But  what  has  happened  to  grocer- 
ies? Stop  &  Shop's  lackluster  super- 
market division  finally  may  be  falling 
into  step  with  the  company's  general 
upswing.  Longer-term  gains  will 
come  from  applying  the  lessons 
learned  in  merchandising  to  the  gro- 
cery business.  Plans  call  for  a  $20  mil- 
lion to  $25  million  investment  in  new 
and  existing  grocery  stores  in  Massa- 
chusetts, Rhode  Island  and  Connecti- 
cut. Many  of  these  outlets  will  be 
converted  into  so-called  superstores 
that  will  combine  everyday  staples 
with  gourmet  shops,  a  pharmacy  and 
some  general  merchandise,  including 
greeting  cards,  books,  housewares  and 
appliances.  Early  reports  from  the 
first  new  stores  are  optimistic.  Sales 
average  about  $500,000  a  week,  vs. 
$200,000  to  $300,000  at  regular  Stop 
&  Shop  groceries.  "No  one  else  has 
built  a  superstore  in  New  England 
like  ours,"  says  Goldberg.  "We  plan  to 
make  it  work."  Even  so,  Stop  &  Shop 
will  never  revert  to  mere  grocery- 
chain  status.  To  make  clear  how  far 
the  company  has  come,  Goldberg  and 
other  executives  are  trying  to  dream 
up  a  new  name.  But  now  that  the 
stock  and  its  earnings  multiple  have 
bounded  upward,  Goldberg  need  not 
worry  about  a  bargain-hunting  acquir- 
er forcing  the  change.  ■ 
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Why  go  halfway 
around  the  world 
to  find 
a  masterpiece, 
when  you  can 
acquire  one  right 
around  the  corner. 

Tanqueray  Gin. 
A  singular  experience. 

100%  GRAIN  NEUTRAL  SPIRITS.  94.6  PROOF. 
IMPORTED  8Y  SOMERSET  IMPORTERS., LTD.,  N  Y.  G  1981 


The  American  Ship  Building  Co.,  which  has 
spent  the  last  84  years  making  and  repair- 
ing cargo  ships,  has  just  become  a  defense 
contractor . . .  reluctantly. 


Steinbrenner's 
new  ball  game 


By  Paul  B.  Brown 


GEORGE   M.    Steinbrenner  3d 
shoots  back  his  answer  al- 
most before  the  question  is 
finished. 

"Necessity,"  he  says  firmly. 
No,  Steinbrenner,  who  is  principal 
owner  of  the  New  York  Yankees,  is 
not  explaining  why  he  has  made  a 
millionaire  out  of  yet  another  out- 
fielder. Rather,  he  is  sitting  in  the 
Tampa  offices  of  the  American  Ship 
Building  Co.,  of  which  he  is  chairman, 
explaining  how  a  company  that  since 
1899  has  been  in  the  business  of 
building  and  repairing  vessels  used  to 
haul  cargo  on  the  Great  Lakes  sudden- 
ly finds  itself  a  defense  contractor. 

The  company  is  now  working  on 
the  final  details  of  an  agreement  to 
build  five  cargo  ships  for  the  Navy. 
The  $300  million  price  is  50%  more 
than  American  Ship  Building's  rev- 
enues in  its  best  year. 

"We  didn't  have  any  choice.  We  had 
to  go  after  the  Navy  contract,"  Stein- 
brenner says.  "In  the  1980s  there  will 
be  little  or  no  new  construction  on 
the  Lakes.  The  bloom  is  off  the  lily. 
It's  a  new  ball  game  for  us,  but  I'm  not 
worried." 

It  is  tempting  to  draw  baseball  anal- 
ogies, especially  since  Steinbrenner 
spends  a  good  portion  of  an  interview 
toying  with  the  World  Championship 
ring  he  wears  where  other  people  wear 
wedding  bands.  But  it  would  be  accu- 
rate to  contrast  what  happened  to  the 
Yankees  nearly  20  years  ago  and  what 
is  happening  at  American  Ship  today. 

A  major  reason  for  the  Yankees' 
decline  from  the  mid-1960s  into  the 
1970s  was  a  lack  of  planning.  The 
stars  of  the  club  in  the  1950s  and 
1960s — Mantle,  Maris,  Berra,  How- 
ard— grew  old  at  the  same  time,  and 
there  was  no  one  to  replace  them. 


American  Ship  didn't  wait.  "We  be- 
gan looking  around  in  1978  for  what 
we  could  do  to  stay  in  business," 
Steinbrenner  says.  But  just  as  it's  not 
always  possible  to  find  a  young 
"phenom"  to  replace  the  aging  super- 
star, it  took  a  while  for  the  search  to 
pay  off. 

The  reason  for  the  search  was  sim- 
ple. Cargo  traffic  on  the  Great  Lakes, 
which  once  accounted  for  all  of  Amer- 
ican Ship's  revenues,  started  falling  in 
the  late  1960s.  It  accounted  for  nearly 
10%  of  revenues  last  year.  The  com- 
pany suffered  long,  crippling  strikes  at 
its  midwestern  docks  in  the  late 
1970s.  And  American  Ship's  only 
nonnautical  subsidiary — a  building- 


products  division  that  makes  gutter; 
and  siding — was  caught  in  the  hous 
ing  slump. 

Through  it  all,  American  Ship  sole 
off  redundant  yards  and  shops  and  cu 
its  work  force.  This  allowed  the  com 
pany  to  build  up  cash — it  now  has  $3f 
million — and  buy  back  5%  of  it: 
stock,  but  it  did  little  to  build  ships. 

The  results  could  be  seen  last  year 
Sales  of  $127  million  were  down  36% 
from  1981.  That  was  the  poores 
showing  since  1975.  Earnings  were  of 
nearly  42%.  Figures  for  the  first  quar 
ter  of  fiscal  1983  don't  look  mucl 
better.  Earnings  fell  40%  on  a  15°/ 
drop  in  sales.  So,  with  old  market: 
disappearing,  it  was  time  for  Amen 
can  Ship  to  chart  a  new  course. 

It  began  in  1981  with  a  phone  call  t( 
an  old  softball  buddy  of  Steinbren 
ner's.  "Could  American  Ship  bid  oi 
enlarging  four  Moore  McCormacl 
cargo  ships?"  It  could,  and  did,  an< 
won  the  contract.  The  successfu 
completion  of  the  $73  million  job  per 
suaded  American  Ship  President  Ed 
ward  C.  Forbes  that  the  company 
could  enter  new  markets. 

"We  looked  at  the  world  politica 
scene  for  the  1980s,  and  it  seemed  t< 
us  that  the  U.S.  would  be  more  aggres 
sive,"  says  Forbes  (no  relation  to  thii 
magazine's  owner).  He  was  right.  Th< 
Navy  plans  to  spend  up  to  $70  billioi 
in  the  next  five  years  to  rebuild  thi 
fleet.  But  how  to  get  a  piece  of  thi 
market  dominated  by  Todd  Ship 
yards,  General  Dynamics,  Bath  Iroi 


American  Ship  Building 's  George  M.  Steinbrenner  3d 
"We  didn't  have  any  choice." 
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You  can't  reach  the  top  by  being  a  pencil  pusher. 


t  doesn't  take  much  to  block  the  door 
o  success. 

\  flash  of  an  idea  that  slips  your  mind. 
\  note  that  never  gets  written, 
tow  you  can  erase  those 
tostacles.  With  the  Messenger™ 
rhought  Processor  from  Lanier, 
lust  touch  a  button  on  the  unit  on 
'our  desk,  and  it  activates  one  of 
our  microcassettes  on  your 
secretary's  desk. 

Jse  each  one  for  a  different  subject, 
rbu  can  organize  your  thoughts  as 
'ou  go  along.  And  first  things  will  get 
tone  first. 


Plus,  you  can  activate  the  Messenger 
from  just  about  any  phone  in  the  world. 
The  choice  is  simple.  Be  a  pencil 
pusher.  Or  get  the  Messenger.  And 
move  ahead  at  the  speed  of  sound. 


□  I'd  like  more  information  on  the  Messenger 


Tttle_ 


Company- 


Business  Address. 


City_ 


.  State. 


.Zip. 


,  County  

Mail  to  Lanier  Business  Products,  Inc. 
|     1 700  Chantilly  Drive  N.E.,  Atlanta,  GA  30324 
I    Ask  your  office  manager  about  Thought  Processors 

Or  call  (800)  241  -1 706  In  Georgia,  (404)  321-1244  collect. 
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VfOVE  AHEAD  AT  THE  SPEED  OF  SOUND 


LANIER  THOUGHT  PROCESSING 


American  Ship's  Forbes  and  Fernstrom 

"It  seemed  to  us  that  the  U.S.  would  be  more  aggressive. 


Works  and  Newport  News  Shipbuild- 
ing? Correctly,  American  Ship  stayed 
away  from  straight  defense  work.  It 
did  not  have  the  resources — in  man- 
power, capacity  or  expertise.  More 
important,  it  could  not  afford  to  strug- 
gle with  Navy  red  tape.  It  needed  new 
work  immediately. 

The  customer  turned  out  to  be  the 
Military  Sealift  Command,  a  support 
group  run  by  the  Navy.  The  command 
has  140  ships  and  plans  to  build  at 
least  40  more.  It  also  copes  with  less 
red  tape  because  its  ships  are  not 
fighting  vessels,  which  are  always 
owned  by  the  Navy.  The  five  T-5  class 
ships  that  American  Ship  is  building 
will  legally  be  owned  by  a  group  of 
private  investors.  The  ships  will  be 
leased  to  the  Navy.  Significantly,  the 
T-5  is  in  essence  a  cargo  ship  only 
slightly  different  from  the  ones  Amer- 
ican Ship  has  always  built.  Getting 
that  message  across  was  not  easy, 
Forbes  says. 

"  'You're  from  American  Shoe?' 
was  the  reaction  we  got  at  first," 


Forbes  says,  smiling  at  the  memory. 
"The  Navy  and  everyone  else  was 
skeptical  that  we  could  build  ocean- 
going vessels.  And  when  we  told 
them  we  would  build  the  T-5  in  mul- 
tiple yards,  they  really  looked  at  us 
strangely.  But  I  think  using  multiple 
yards  is  a  much  overlooked  concept. 
As  you  get  more  people  together, 
problems  grow.  You  begin  to  have 
union  problems.  It's  a  mess.  When 
they  questioned  all  this,  we  referred 
them  to  the  work  we  had  done  for 
Moore  McCormack." 

H.  Allen  Fernstrom,  executive  vice 
president,  adds  that  being  unknown 
probably  helped  win  the  contract.  "I 
don't  think  our  competitors  took  us 
seriously,"  he  says.  "They  didn't 
think  we  could  put  the  deal  together. 
They  were  wrong." 

Competitors  are  not  likely  to  make 
the  same  mistake  again.  But  Ameri- 
can Ship  officials  profess  not  to  be 
concerned  about  having  to  fight  for 
future  contracts. 

First,  with  all  that  cash  and  stock, 


the  company  is  looking  to  ma 
a  "non-labor-intensive"  acquisiti 
soon,  Steinbrenner  says,  adding  tha 
prospect  has  been  sighted.  That  w 
take  some  of  the  pressure  off  the  sh 
building  business. 

Second,  the  company  plans  to 
after  more  Navy  business,  but  do: 
look  for  it  to  be  building  more  ships 
the  immediate  future.  "If  we  do 
good  job  on  the  T-5,  deliver  it  on  tii 
and  below  cost,  I  think  we  have 
future  dealing  with  the  Navy,"  Fort 
says.  "The  Sealift  Command  w 
have  about  180  vessels  and  all  of  the 
will  go  in  for  at  least  ten  days 
repairs  every  year.  In  addition,  a  qu 
ter  of  them  annually  will  go  in  fo: 
month.  Just  10%  of  that  busint 
would  make  a  major  contributic 
People  see  us  going  after  Navy  wc 
and  expect  us  to  have  problems,  b 
we  are  not  doing  anything  that  1 
haven't  done  before.  We  are  just  doi 
it  for  a  different  customer.  A  custoi 
er,  by  the  way,  who  is  the  only  o 
with  any  money."  ■ 
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S  82  .  36  + 

Conventional  credit  cards  can  turn  a 
regular  business  trip  into  a  flight  of  fancy.  But 
not  The  Air  Travel  Card.  It's  good  for  one  thing: 
air  travel  and  related  expenses.  So  if  business 
and  pleasure  should  mix,  this  card  will  keep 
the  record  straight. 

That's  control. 

But  there's  more.  At  the  end  of  each 
billing  period,  your  company  will  receive  one 
statement  for  all  air  travel  expenses.  Regardless 
of  the  number  of  cards  you  issue  in  the  company. 


Printouts  may  even  be  customized  to  meet 
specific  auditing  formats.  Best  of  all,  there's  no 
monthly  charge. 

That's  control. 

So  join  the  over  100,000  businesses 
who  fly  on  more  than  200  airlines  with  The  Air 
Travel  Card.  Send  in  this  coupon  and  we'll 
send  you  a  complete  brochure  outlining  all  the 
advantages. 

Get  control. 

Get  The  Air  Travel  Card. 


Yes,  I  am  interested  in  knowing  about  today's  Air  Travel  Card.  Send  me  more  information. 


j  Name/Title, 
|  Company 
I 


OS 

o 


Business  Address 


City/State/Zip  Code 


Phone 


  OWN  THE  SKY 

j  Mail  to:  The  Air  Travel  Card,  Suite  300,  8401  Wayzata  Blvd. ,  Minneapolis,  MN  55426.     USE  THE  AIR  TRAVEL  CARD. 
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cDermott  Internationa 


pped  with  an  advanced  automatic  welding 
9m,  perfected  by  McDermott  for  handling 
*  diameter  pipe  with  great  speed.  And  a  div- 
>ystem  specially  developed  by  McDermott 
i/ork  in  extreme  depths  up  to  1,500  feet, 
jt  perhaps  the  best  reason  of  all  for  coming 
IcDermott  is  that  our  expertise  is  proven, 
'e  already  installed  the  world's  two  deepest 
nd  gas  pipelines  in  the  Gulf  of  Mexico  to  the 
nac  oil  and  gas  platform.  Our  expertise  has 
been  proven  in  the  Middle  East,  West  Africa, 
th  America,  and  the  Far  East. 
I  of  this  is  why  McDermott  is  the  number  one 


marine  construction  company  in  the  world,  ex- 
perienced in  dealing  with  the  unprecedented. 
Which,  after  all,  is  what  it  takes  today  to  keep  the 
world  supplied  with  energy. 

Offshore  and  onshore,  McDermott,  its  subsid- 
iaries and  its  50,000  employees  worldwide  are 
well  prepared  to  help  the  world  find  energy  solu- 
tions. For  further  information  write  Public  Affairs, 
McDermott  International,  Inc.,  1010  Common 
Street,  New  Orleans,  LA  70112. 


\  Where  the  world  comes 
fL  for  energy  solutions. 


Profiles 


National  Enquirer  publisher  Generoso 
Pope  has  to  take  Rupert  Murdoch  seriously. 
But  dont  count  either  man  out. 

Slugging  it  out  in 
the  supermarkets 


By  John  A.  Byrne 

Generoso  Pope  Jr.  leans  back  in 
his  chair,  coolly  flicking  the 
ashes  of  a  cigarette  over  his 
left  shoulder.  The  owner-publisher  of 
the  National  Enquirer  glances  through 
the  wall  of  glass  in  his  spacious  office 
at  a  well-tended  garden  shaded  by 
palm  trees.  Then,  calmly,  he  goes  to 
work  on  his  rivals  in  the  tabloid  news- 
paper business. 

"We  call  them  imitators,"  he  says, 
"not  competitors.  They  are  using  all 
our  rejects:  writers  and  editors  who 
couldn't  make  it  at  the  Enquirer." 

Pope  plays  hardball.  But  in  the  race 
to  be  racy,  Pope's  Enquirer  has  been 
outflanked.  Australian  publisher  Ru- 
pert Murdoch's  competing  Star  has 
built  up  a  circulation  of  4  million  from 
scratch  in  less  than  ten  years.  Canadi- 
an publisher  Mike  Rosenbloom's 
Globe  and  National  Examiner  have 
more  than  doubled  their  combined  cir- 
culation since  1979,  to  3  million. 

Meantime,  the  circulation  of  Pope's 
Enquirer  peaked  at  5.7  million  in  1978, 
falling  to  under  4.6  million  by  1981. 
Pope's  hopes  for  building  the  reader- 
ship of  his  weekly  newspaper  up  to  20 
million  have  clearly  been  dashed. 

Being  outflanked,  of  course,  is  not 
the  same  as  being  beaten,  and  Pope  is 
far  from  defeated.  The  Enquirer  re- 
mains the  bestselling  publication  in 
America  after  TV  Guide,  and  last  year, 
despite  a  hefty  20-cent  hike  to  65 
cents  an  issue,  Pope  rebuilt  the  En- 
quirer's circulation  by  11%,  to  over 
5.1  million  (thanks  to  a  massive  ad 
campaign).  Nor  is  he  exactly  bleeding 
to  death:  Gross  revenues  last  year 
were  up  54%,  to  SI 40  million. 
For  all  the  zany  stories  of  UFOs, 


psychics  and  celebrity  gossip  in  the 
Enquirer,  Pope  himself  is  a  cautious, 
conservative  man  who  leads  a  decid- 
edly low-profile  life.  Yet  his  own  per- 
sonal story  is  every  bit  as  compelling 
as  the  usual  Enquirer  fare. 

He's  the  son  of  an  Italian  immigrant 
who  arrived  in  New  York  in  the  early 
1900s  with  S4  in  his  pocket  and 
worked  his  way  up  from  water  boy  to 
president  of  New  York's  leading  sand 
and  gravel  company.  Afterwards, 
Pope  senior  consolidated  his  political 
clout  by  buying  //  Progresso,  the  larg- 
est U.S.  Italian-language  newspaper, 
and  radio  station  WHOM. 

To  the  old  man,  Generoso  Pope  ]x. 
seemed  the  most  promising  of  his 
three  sons,  and  so  he  was  given  charge 
of  the  newspaper  at  the  age  of  19,  after 
graduation  from  MIT  with  an  engi- 
neering degree.  From  1947  until  his 
father's  death  in  1950  he  ran  the  paper 
as  editor,  while  working  as  a  vice  presi- 
dent of  the  sand  company  and  general 
manager  of  the  radio  station.  His  fa- 
ther, however,  left  his  entire  S5  mil- 
lion fortune  to  a  foundation  to  be  run 
jointly  by  his  three  sons.  It  was  not 
long  before  Generoso  Jr.'s  brothers 
edged  him  out.  "They  decided  I  was 
going  to  work  for  them,  and  I  told  them 
to  take  a  walk,"  says  Pope. 

Outvoted,  he  left  for  Washington 
and  landed  a  job  as  an  intelligence 
officer  for  the  CIA's  psychological 
warfare  unit.  After  a  year,  disenchant- 
ed by  CIA  bureaucracy,  he  returned  to 
New  York  where,  in  a  Greenwich  Vil- 
lage jazz  joint,  a  chance  remark  led 
him  to  the  then-struggling  New  York 
Enquirer.  Hearing  that  the  crime-satu- 
rated Sunday  broadsheet  was  up  for 
sale,  Pope  borrowed  S20,000  to  put 
down  on  the  S75,000  purchase  price 


and  began  putting  out  the  paper  wit 
only  one  other  full-time  staffer. 

Those  were  tough  times, 
couldn't  pay  the  rent,"  says  Pope.  ' 
spent  90%  of  my  time  in  the  first  si 
years  borrowing  from  one  guy  to  ps 
off  the  other  guy.  I  was  thrown  out  i 
more  banks  because  all  the  checl 
used  to  bounce." 

But  Pope,  hardly  friendless,  w; 
able  to  scrape  up  S250,000  in  person 
loans.  His  well-heeled  and  influenti 
friends  included  New  York  Mayor  Bi 
O'Dwyer,  high  school  chum  Rc 
Cohn  and  racketeer  Frank  Costell 
Pope  had  dined  with  Costello  on  tl 
night  he  was  gunned  down  in  h 
apartment  building  in  1957. 

For  six  years  the  paper  limped  alor 
until  Pope  got  the  idea  that  gore  had 
broader  appeal  than  crime.  Blanr 
headlines  like  "Mom  Uses  Son's  Fa< 
for  an  Ashtray!"  helped  find  a  natioi 
al  audience  and  build  the  circulatic 


up  to  1  million  by  1968.  Then  Po\ 
realized  "there  was  a  limit  to  the  go 
market."  Besides,  many  of  the  paper 
distributors,  newsstands  and  com' 
candy  stores  were  going  out  of  bus 
ness.  Other  distributors  were  put  c 
by  the  Enquirer's  gory  tone. 

So  Pope  did  what  he  had  to  do.  F 
followed  Woman's  Day  into  the  supe 
market  by  banishing  blood  and  go: 
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overnight  in  favor  of  a  lowbrow  escap- 
ist format  that  would  appeal  to 
Middle  American  readers.  The  super- 
markets were  skeptical.  But  Pope  was 
convincing. 

Consider  how  he  got  one  holdout, 
Winn-Dixie,  into  the  fold.  "We  got 
Melvin  Laird,  who  was  Secretary  of 
Defense  at  the  time,  to  personally 
take  supermarket  executives  on  a 
tour  of  the  White  House  where  they 
spent  a  half  hour  with  President  Nix- 
on," Pope  claims.  "The  guys  who 
owned  Winn-Dixie,  which  just 
wouldn't  let  us  in  nohow,  walked  out 
of  that  meeting  and  said,  'We  still 
don't  like  the  Enquirer  but  we've  got 
to  put  it  in  now.'  "  Within  three  years, 
Pope  had  locked  up  all  the  major  su- 
permarket chains  in  the  country. 

How  did  Pope  get  the  help  of  Mel- 
vin Laird?  He  smiles.  "It's  politics. 
One  hand  washes  the  other." 

But  the  supermarkets  no  longer 


receivables  to  worry  about,  and  the 
paper  has  no  debt. 

But  Rupert  Murdoch,  the  new  com- 
petition, is  a  tough  man,  too,  and,  like 
Pope,  a  born  promoter.  Murdoch 
caught  Pope  offguard  when  he 
launched  a  four-color  Star  against  a 
black-and-white  Enquirer  with  a  mil- 
lion-dollar advertising  blitz  in  1974. 
Pope  was  a  bit  late  in  recognizing  that 
he  had  serious  competition.  Once  he 
caught  on,  however,  he  began  to  give 
Murdoch  as  good  as  he  got.  Now  armed 
with  surveys  declaring  the  credibility 
of  the  Enquirer  to  be  equal  to  that  of 
publications  like  Reader's  Digest  and 
McCall's,  Pope  is  beating  the  drum  for 
more  national  advertising.  Recent  re- 
cruits include  NBC-TV  and  Seagram. 

His  boldest  counterattack  last  year 
was  to  increase  the  price  of  the  En- 
quirer 40% .  Faced  with  falling  circula- 
tion and  a  $1.6  million  libel  judgment 
for  an  article  about  comedienne  Carol 


National  Enquirer  publisher  Generoso  Pope  Jr. 

Bach  to  "  'Macho  Boss  Chained  Me  to  Desk!'  Sobs  Shattered  Secretary.' 


need  much  prodding.  The  Enquirer  is 
one  of  the  ten  most  profitable  items 
carried  in  supermarkets.  Retailers 
earn  14  cents  on  each  issue  sold, 
while  wholesalers  get  about  9  cents. 

The  Etujuirer  is  a  cash  machine. 
Warner  Distributing  Co.  sends  the  En- 
quirer a  $2  million  check  weekly  in 
advance  of  publication  for  the  privi- 
lege of  distributing  the  tabloid.  No 


Burnett  (a  case  still  on  appeal),  Pope 
priced  the  paper  20  cents  more  than 
the  competition.  Then  he  plowed  al- 
most all  the  additional  revenue  into  a 
$30  million  advertising  campaign  on 
national  TV.  That  strategy  boosted 
circulation  by  11%,  making  1982  the 
Enquirer's  "most  profitable  year"  to 
date.  Industry  sources  say  the  En- 
quirer earned  between  $14  million 


and  $21  million  pretax  last  year. 

Pope  also  launched  counterattacks 
on  another  front.  In  1980  he  brought 
out  Weekly  World  News,  a  black-and- 
white  throwback  to  the  good  old  En- 
quirer  days.  Sample  headlines  in  a 
recent  issue:  "  'My  Macho  Boss 
Chained  Me  to  My  Desk!'  Sobs  Shat- 
tered Secretary  "  and  "  'Don't  Put  Me  in 
Jail  With  Men!'  Begs  Pretty  Sex- 
Change  Convict."  It  cost  virtually 
nothing  to  launch  the  paper  because  it 
is  printed  at  the  Enquirer' sold  Pompano 
Beach,  Fla.  plant.  The  new  paper's  staff 
is  only  15  people,  as  opposed  to  the 
Enquirer's  more  than  100  because 
World  News  mainly  rewrites  stories 
printed  elsewhere.  The  paper  moved 
into  the  black — a  mere  2Vi  years  after 
its  debut — as  circulation  rose  21%,  to 
705, 700.  Pope,  who  just  talked  Safeway 
into  carrying  it,  figures  World Neics  will 
have  2  million  readers  within  a  year. 

He's  also  negotiating  with  a  Mexi- 
can publisher  in  hopes  of  launching  a 
Spanish  edition  of  the  Enquirer-  for  the 
Central  and  South  American  markets. 
And  he  has  plans  for  a  third — as  yet 
unspecified — tabloid. 

Experts  in  publishing  estimate 
Pope's  empire  to  be  worth  $130  mil- 
lion. But  Generoso  Pope  Jr.  isn't  in 
this  just  for  the  money.  A  former  em- 
ployee describes  Pope's  feeling  for  the 
Enquirer  this  way:  "He's  like  a  little 
kid  with  a  new  train  set.  He  loves  it. 
He  approves  every  comma,  quotation 
mark,  sentence  and  headline  in  the 
newspaper.  It's  his  whole  life." 

Pope,  56,  appears  at  the  Enquirer 
office  in  a  West  Palm  Beach  suburb  on 
Saturdays  clad  in  swim  trunks  and 
slippers.  On  Sundays  he  brings  work 
home  to  his  five-bedroom,  custom- 
built  house  that  sits  atop  a  coastal 
bluff  in  Manalapan,  a  scant  five  min- 
utes' drive  from  his  headquarters.  He 
never  takes  a  vacation  and  drives  a 
five-year-old  Caprice. 

His  writers  complain  that  he  can  be 
arbitrary  and  capricious,  but  they 
tend  to  put  up  with  his  whims  be- 
cause they  are  among  the  highest-paid 
journalists  in  the  world.  Starting  re- 
porters make  $44,079,  senior  editors 
as  much  as  $  1 27, 1 1 6. 

In  short,  Pope  knows  you  have  to 
spend  money  to  make  money.  He 
boasts  about  paying  $15,000  for  an 
exclusive  eyewitness  account  of  a  la- 
borer who  saw  Monaco's  Princess 
Grace  die  in  an  auto  accident  last  year. 
It  cost  him  more  than  $150,000  to 
cover  the  event.  But  it  paid  off  hand- 
somely. The  Enquirer  issue  covering 
the  death  of  Princess  Grace  sold  6.64 
million  copies,  only  20,000  short  of 
the  1977  record  when  the  paper  went 
all  out  for  the  death  of  Elvis  Presley.  ■ 
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PEOPLE  ASK  WHAT  MAKES  MAZDA  UNIQUE  AMONG 
JAPANESE  AUTOMAKERS.  BUT  LOOK  CLOSELY.  THERE'S  ONE 
IMPORTANT  DIFFERENCE  BETWEEN  US  AND  THE  OTHERS. 


THE  PEOPLE  / 


Mazda's  performance  in 
recent  years  can  be  summed 
up  in  a  word. 

Unprecedented . 

Since  1975,  our  produc- 
tion volume  per  employee  has 
climbed  126.4%.  Net  after-tax 
income  also  rose  sharply,  and 
in  1982  surpassed  $90  million 
from  worldwide  sales  that 
topped  $4  billion. 

But  we  haven't  always  been 
the  picture  of  prosperity. 

During  the  mid-'70s,  Mazda 
faced  serious  problems.  Pro- 
duction costs  were  rising  in  the 
wake  of  the  world  oil  crisis. 
Sales  were  suffering  as  a  result 
of  newly  defined  consumer 
automotive  needs.  And  only 
through  the  concerted  efforts  of 
our  people,  management  and 
workers  alike,  were  we  able  to 
turn  things  around. 


A  COMMITMENT 
TO  PRODUCTIVITY. 
Our  response  to  the  problem 
of  escalating  production  costs 


was  to  seek  a  substantial  in- 
crease in  productivity. 

Achieving  such  an  increa 
was,  in  essence,  an  effort  to 
reduce  costs  while  continuinj 
to  produce  high  quality  auto- 
mobiles. As  well  as  continu- 
ing to  produce  them  in  the 
required  volume  and  in  the 
shortest  time  possible. 

Mazda's  Operation  50  pro 
gram  is  one  example  of  how 1 
reduced  costs. 

Operation  50  decreased  o 
inventory  of  in-process  pro- 
duction materials  and  compo 
nent  parts  by  50%  in  just  thre 
years,  and  resulted  in  a  treme 
dous  savings  in  overhead 
expenses.  But  that  wasn't  the 
only  benefit. 

Just  as  lowering  the  level 
of  a  river  reveals  rocks,  our 
reduction  of  inventory  reveal 


hidden  snags  in  the  production 
process.  Eliminating  these 
snags  vastly  improved  the  flow 
of  production  and  enhanced 
the  reliability  of  a  number  of 
processes. 

Inventory  reduction 
ushered  in  a  new  synchronized 
system  of  production.  We  no 
longer  hold  in-process  mate- 
rials in  large  inventories. 
Rather,  we  bring  them  forward 
only  as  they're  needed,  and 
schedule  them  to  arrive  at  our 
production  lines  just  in  time  for 
the  next  step  in  the  manufac- 
turing process. 

This  system,  along  with 
other  productivity-related  steps, 
has  allowed  us  to  increase  our 
production  volume  from 
19.3  vehicles  per  employee  in 
1975  to  43.7  vehicles  in  1982. 


themselves  to  ensuring  that 
product  quality  and  operational 
integrity  aren't  compromised. 

We've  established  strict 
quality  standards  which  must 
be  met  at  every  step  in  the  pro- 
duction process.  In  meeting 
these  standards,  our  people 
ensure  that  we  produce  prod- 
ucts of  uniformly  high  quality. 
But  the  job  doesn't  end  there. 
Each  worker  is  also  responsible 
for  improving  the  quality  of  the 
procedures  he  uses  to  meet 
those  standards. 


MAZDA 


A  COMMITMENT 
TO  QUALITY. 
Our  people  played  a  decisive 
role  in  increasing  productivity 
by  identifying  non-essential 
production  processes,  and  sug- 
gesting ways  to  eliminate  or 
improve  them.  And  they  con- 
tinue to  suggest  ways  to  further 
improve  productivity. 
They've  also  devoted 


EMPLOYEE  SUGGESTIONS  MADE  AND  ADOPTED 


1,500,000 


500,000 


1978  1979 
ZD  suggestions  made 


1960  1961  1982 

\     I  suggestions  adopted 


More  than  18,000  Mazda 
people  demonstrate  this 
responsibility  through  volun- 
tary participation  in  Mazda 
Quality  Circle  activities.  MQ 
Circle  members  meet  to  discuss 
ways  to  improve  the  quality  of 
their  work  or  to  solve  job- 
related  problems. 

This  type  of  worker 
involvement  typifies  the  atti- 
tude of  quality- 
consciousness  that 
runs  deep  at  Mazda. 
In  a  very  real  sense, 
our  people  treat  each 
other  as  customers. 
Only  work  that  meets 
Mazda  standards  is 
allowed  to  pass  from 
one  person  to  the  next, 
whether  it's  passing  station-to- 
station  on  the  assembly  line  or 
between  departments. 


A  COMMITMENT 
TO  INNOVATION. 
The  difficulties  of  the  mid- 
'70s  also  reemphasized  some- 
thing we'd  known  all  along: 
there  is  no  corporate  survival 
without  sales. 

Knowing  this,  we  devoted 
ourselves  to  the  development 
of  more  attractive  products. 
And  to  manufacturing  these 
products  at  the  lowest  possible 
cost  while  still  maintaining  the 
highest  level  of  product  quality. 

In  this  effort,  surveys  and 
product  concept  clinics  con- 
ducted by  our  people  in  key 
world  markets  are  enabling  us 
to  define  consumer  automotive 
needs  and  to  respond  to  them 
more  quickly.  We're  also  mak- 
ing use  of  an  R  &  D  concept 
called  Group  Value  Engineering. 

G.V.E.  project  develop- 
ment teams  analyze  and  com- 
pare various  design  alternatives 
to  determine  those  which  best 
meet  development  goals.  And 
which  also  provide  the  highest 
quality  at  the  lowest  cost. 

By  now  you  should  begin 
to  understand 
how  our 
people  and 
their  unique 
involvement 
in  corporate 
activities  help 
to  set  us  apart 
from  other 
Japanese  automakers. 

In  future  advertisements, 
you'll  be  reading  more  about 
Mazda.  And  specifically  about 
how  we're  raising  our  produc- 
tivity, increasing  our  quality, 
and  creating  more  innovative 
automobiles  through  the  use 
of  our  most  important  asset. 

The  people  at  Mazda. 


The  British  government  has  a  different, 
and  more  personal,  way  of  issuing  its  debt, 
but  the  U.S.  might  take  a  lesson. 


Treasured 
tradition 


worries  about  falling  North  Sea  oil 
prices  were  causing  the  market  to 
hammer  the  once  glorious  "petro- 
pound"  to  an  alltime  record  low  of 
$1,517,  Althaus  went  about  his  task 
calmly.  "What  is  happening  in  the 
market?"  he  asked  a  group  of  jobbers 
and  brokers  milling  around  a  hexag- 
onal table,  or  "pitch,"  at  the  Stock 
Exchange.  It's  cat  and  mouse,  of 
course.  For  all  the  pleasantry,  this  is  a 


By  Rosemary  Brady 


It  would  be  hard  to  imagine  a 
Wall  Street  broker  strolling 
through  the  financial  district  at- 
tired in  a  tall  silk  hat,  with  a  tightly 
rolled  umbrella  over  his  arm,  as  does 
Her  Majesty's  Broker  Nigel  Althaus 
in  the  City  of  London. 

Althaus  is  responsible  for  raising  up 
to  $15  billion  annually  for  the  British 
government  through  the 
London  Stock  Exchange. 
A  graduate  of  Oxford  and 
the  Royal  Green  Jackets 
regiment  in  the  British 
Army,  Althaus  is  the  third 
generation  of  his  family  to 
reach  the  highest  level  of 
gilt-edged  brokering  in  the 
City,  as  London's  finan- 
cial district  is  called. 

In  effect,  Althaus  is  the 
go-between  for  his  bor- 
rower client,  the  govern- 
ment, and  the  City  of  Lon- 
don's plexus  of  capital 
lenders.  Four  times  daily 
Althaus  troops  through 
the  City,  chatting  with 
the  marketmakers  (called 
jobbers)  and  brokers  and 
reporting  their  mood  back 
to  the  Bank  of  England. 
He  and  the  Bank's  staff 
then  plot  the  govern- 
ment's financings.  If  Alt- 
haus correctly  interprets 
the  mood  of  the  market, 
the  British  taxpayer  pays 
less  for  the  nation's  debt. 

"It's  important  to  have 
a  good  working  relation- 
ship," says  Althaus, 
"since  the  system  de- 
pends heavily  on  personal 
contact." 
On  a  recent  day,  when 


deadly  serious  game. 

That  top-hatted,  personal  contact 
in  contrast  to  the  way  the  U.S.  Tre 
sury  issues  new  bonds.  In  the  U. 
issues  are  predictable — quarterly  fi 
big  financings  and  more  frequently  fi 
smaller  fundings.  Trading  can  sta 
the  day  the  Federal  Reserve  a 
nounccs  a  new  issue,  and  the  who 
issue  is  always  sold.  Nearly  ever 
thing  happens  on  the  telephone. 

But  in  London,  the  Bank  of  Englar 
deliberately  keeps  the  market  gues 
ing  about  the  timing  of  its  issue 
"That's  partly  so  it  can  get  bett 
terms,"  explains  Stewart  Valentin 
the  London  Stock  Exchange's  1 
house  economist.  With  a  new  issue 
gilts,  the  Bank  sets  a  minimum  pru 
and  invites  the  public — individual  1 
vestors  and  institutional  investors- 
to  name  a  price  and  apply  for  tl 
bonds  by  tender. 

Jeffrey  Hanna,  vice  president  ar 
director  of  international  bond  r 
search  for  Salomon  Brothers,  calls  tl 
London  market  "more  sophisticate!, 
than  the  deutsche  mark  or  yen  bor 
markets,  and  sufficiently  liquid 
take  large  trades  without  huge  shif 
in  price. 

Several  U.S.  banks  and  lnvestmei 


Government  broker  Nigel  Althaus  standing 
On  Her  Majesty's  financial  service. 


near  tlx-  /lank  of  England 


82 


FORBES,  MARCH  14,  198 


Ml  taste  and  no  tin 


5M  invented  Scotchtab"  Closure  Tape 
is  a  convenient  opening  for  canned 
uices.  That  was  over  20  billion  cans  ago. 
^low  we've  improved  on  the  idea.  At  the 
equest  of  a  Florida  fruit  and  vegetable- 
uice  packer,  we  created  a  tab  that 
sven  protects  the  flavors  of  juices  from 
he  thin  metal  edge  exposed  when  the 
lole  is  punched  in  the  top.  This  helped 
)ur  customer  perfect  a  new  kind  of 
;ontainer  to  better  serve  its  markets. 


Listening  to  people  has  helped  3M 
pioneer  over  900  products  to  solve  in- 
dustrial production  and  maintenance 
problems.  We  now  make  everything  from 
tapes  that  hold  tighter  than  nuts  and 
bolts  to  floor  coatings  tough  enough  for 
duty  on  aircraft  carrier  flight  decks. 
And  it  all  began  by  listening. 


3M  hears  you... 


[~~For  your  free  3M  Industrial  Production 
Brochure,  write:  Department  090203/3M, 
PO.  Box  4039,  St.  Paul,  MN  55104 

i  Name  


Address^ 
City  


.State_ 


-Zip. 


Or  call  toll-free:1-800-323-1718, 

Operator  369.  (Illinois  residents  call 
1-800-942-8881.) 


3M 


EXPORT  COUNTRY 


A  shrinking  world  has  put  South  Africa's  wealth  of 
raw  materials  and  competitively  priced  finished 
goods  almost  at  your  doorstep.  Our  computer  link 
puts  you  in  direct  touch  with  exporters  of  products  you 
need.  Modern  transportation  facilities  speed  your 
order,  insuring  confirmed  delivery  dates.  Write  or 
call  one  of  our  offices  to  learn  how  your  competitors 
are  taking  advantage  of  our  strategic  minerals,  agri- 
cultural and  mining  machinery  auto  parts,  oil  drill- 
ing equipment,  foundry  products,  a  range  of  items 
from  fine  footwear  and  knockdown  furniture  to  excel- 
lent wines,  exotic  food  products  and  high  fashions. 

Investment  Inducements 

A  healthy  economy,  competitive  labor,  an  excellent 
infrastructure,  a  fine  banking  system  and  an  abun- 
dant supply  of  most  raw  materials  are  only  a  few  of 
the  reasons  why  you  should  invest  in  South  Africa. 
In  1980  foreign  investors,  including  260  major  U.S. 
companies,  made  an  average  profit  of  20%.  One  of 
our  U.S.  offices  can  provide  complete  information 
on  all  aspects  of  investment,  including  the  generous 
incentives  that  are  available  to  investors. 

SOUTH  AFRICA 

Deputy  Consul  General  (Commercial) 

South  African  Consulate  General 

425  Park  Ave.,  New  York,  NY  10022  (212)  838-1700 

The  Consul  (Commercial) 

South  African  Consulate  General 
1980  S.  Post  Oak  Blvd.,  Suite  1520 
Houston,  TX  77056  (713)  850-0150 

444  N.  Michigan  Ave. ,  Suite  3100 
Chicago,  IL  60611  (312)  828-9200 

9107  Wilshire  Blvd. ,  Suite  400 
Beverly  Hills,  CA  90210  (213)  858-0380 


Contact  an 
office 

listed  at  right. 
Your  inquiry 
will  receive 
our  personal 
attention. 


84 


funds  put  money  into  gilts  at  the  b< 
ginning  of  last  year,  Hanna  report: 
but  things  are  quieter  now  with  th 
fall  in  sterling  (recently  trading  i 
$1.5355)  and  uncertainties  over  whe 
Prime  Minister  Margaret  Thatcht 
will  call  a  general  election.  Still,  gill 
now  yield  around  11%,  compare 
with  4.5%  to  5%  on  Swiss  franc  bone 
and  7.5%  to  8%  on  Japanese  goverr 
ment  bonds. 

What  can  the  U.S.  governmer 
learn  from  the  market?  Well,  Tre; 
sury  and  the  Fed  might  study  the  Bn 
ish  government's  current  tactic  fc 
making  room  for  corporate  borrowei 
at  the  long  end  of  the  market.  H( 
Majesty's  Government  this  year  hz 
been  issuing  both  short-dated  conver 
tional  bonds  and  bonds  indexed  t 
inflation.  This  sops  up  the  short-ten 
money    but    encourages  investoi 


Now,  says  Althaus,  corpt 
rate  borrowers  must  b 
"crowded  in"  to  the  Britisl 
market.  The  portent  for  th 
U.S.,  where  the  current  fis 
cal  year's  deficit  is  project 
ed  at  well  over  5%  of  GNF 
is  plain. 


wishing  to  lock  in  long-term  yields  t 
buy  corporate  bonds. 

The  U.S.  government  take  note:  I 
the  mid-to-late  1970s,  corporat 
bonds  virtually  disappeared  in  Britaii 
as  the  government  struggled  to  f 
nance  deficits  equaling  4%  to  6%  c 
GNP  through  the  gilt  market.  Nov 
says  Althaus,  corporate  borrowei 
must  be  "crowded  in"  to  the  Bntis 
market.  The  portent  for  the  U.S 
where  the  current  fiscal  year's  goverr 
ment  deficit  is  projected  at  well  ove 
5%,  is  plain. 

But  could  the  U.S.  use  a  goverr 
ment  broker?  It  would  be  hard  to  dv 
plicate  Althaus'  job  over  here.  Ther 
are  some  things  peculiarly  Bntis 
about  the  whole  setup.  With  respons 
bihty  for  moving  billions  in  goverr 
ment  debt,  Nigel  Althaus,  53,  ranks  a 
one  of  the  world's  biggest  insiders.  Fc 
this  job,  Althaus  earns  a  nomine 
£2,000  a  year,  the  same  salary  hi 
predecessor  earned  about  a  centur 
ago.  His  primary  income  derives  ir 
stead  from  his  position  as  senior  pan 
ner  at  Mullens  &  Co.,  the  firm  c 
Benjamin  Cole,  the  first  governmer 
broker  195  years  ago.  He  is  enjoine 
by  tradition,  but  not  law,  from  givin 
his  firm  any  worthwhile  informatio: 
about  the  Bank  of  England's  plans. 

In  London  it's  the  prestige  tha 
counts.  ■ 
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EM-200,  an  Emblem  of  Quality  from  Brother 


rhere  are  a  lot  of  electronic 
ypewriters  available  today.  So 
we  were  mighty  pleased  when 
he  Los  Angeles  Olympic 
Committee  announced  our  EM 
series  as  their  official  choice, 
lb  be  a  champion  in  the 
jffice-machine  event  requires 
?asy-to-use  features,  great 
•eliability,  and  outstanding 
echnology.  On  the  EM-200, 
3rother's  own  ultra-light- 
ouch  keyboard  with 
:ontoured  keys  that  cradle 
/our  fingers  and  the  unique 


Irother  EM-200  electronic  office  typewriter 


Brother  cassette-loaded  daisy 
wheel  and  ribbon  that  slip  in 
and  out  without  getting  ink  on 
fingers  are 
such  welcome 
features. 


As  for  technical  reliability, 
the  Brother  EM-200  is 
the  product  of  thorough  and 
-  tireless 
research  and 
testing, 


Jrother  Industries,  Ltd  Nagoya,  Japan 

Who  makes  good  things,  makes  good  friends 


Official  Typewriter  of  the  Los  Angeles  1984  Olympic  Games 

brother 

Electronic  Office  Typewriters 


resulting  in  a  unit  with  an 
immensely  prolonged  service 
life.  The  EM-200's  technical 
wonders  don't  stop  here.  An 
easy  to  use  16-character 
display  lets  you  see  what  you 
have  typed  before  anything 
hits  the  page.  With  an  8K  . 
memory  for  such  features  as 
automatic  type-out  of  stored 
text,  phrases,  etc.  and  a  500- 
character  correction  memory, 
the  EM-200  electronic  office 
typewriter  can  certainly  make 
long  letters  short. 


For  more  information,  fill  out  and  return 
coupon  below  Or  call  loll-free:  800-526-3597. 
and  in  New  Jersey:  800-592-6084 

BROTHER  INTERNATIONAL  CORPORATION 

8  Corporate  Place.  Piscataway  New  lersey  OBB54 


Company 


Cily/Slate/Zip 


Telephone  I 


Amid  11  million  unemployed,  there 's  a 
critical  demand  for  engineers.  Does  short- 
age today  mean  glut  tomorrow? 

A  (job)  market 
indicator? 


By  Jean  A.  Briggs 

REMEMBER  THE  TEACHER  short- 
age? Or  how  frantically  people 
iwere  looking  for  petroleum  ge- 
ologists scarcely  a  year  back?  Will  to- 
day's widely  publicized  engineering 
shortage  prove  as  ephemeral?  Recruit- 
ers descended  in  droves  on  college 
campuses  over  the  last  two  years,  each 
wave  depleting  the  supply  of  graduates 
and  fueling  fresh,  alarming  reports. 

For  now,  demand  is  still  so  strong 
for  engineers  that,  as  Vicki  Lynn, 
placement  director  of  Rensselaer 
Polytechnic  Institute  in  Troy,  N.Y., 
puts  it,  "If  an  electrical  engineer  has  a 
pulse,  he'll  get  a  job." 

The  unemployment  rate  among  en- 
gineers, while  double  that  of  a  year 
ago,  is  still  a  mere  3%,  compared  with 
10.4%  for  the  job  market  as  a  whole. 
Not  only  are  electrical  engineers  in 
short  supply,  but  so  are  computer  en- 
gineers, computer  scientists,  me- 
chanical and  industrial  engineers — all 
the  key  talent  for  the  industries  that 
are  booming  in  today's  changing  in- 
dustrial scene. 

What  about  the  recession?  Even 
through  the  recession,  farsighted 
companies  continued  hiring.  Says 
Data  General's  chief  recruiter,  John 
Lane:  "Top  management  believes  we 
have  to  acquire  human  resources  on  a 
regular  basis  to  meet  our  long-term 
goals.  We're  recruiting  just  as  heavily 
this  year  as  we  did  last  year." 

Harris  Corp.,  the  electronic  equip- 
ment maker,  has  also  continued  to 
recruit  actively.  "Our  goal  is  594  new 
engineers  this  year,  up  from  551  last 
year,"  says  Fred  Baker,  director  of 
communications.  Northrop  recently 
listed  over  600  openings  in  two  of  its 
plants  in  an  advertisement  in  the  Los 
Angeles  Times.  Campus  recruiters  are 
still  out  in  force  from  such  companies 


as  GE,  IBM  and  GTE.  Even  hard-hit 
capital  goods  producers  like  Cincin- 
nati Milacron  are  sending  out  recruit- 
ers. General  Motors  is  also  advertis- 
ing for  engineers. 

This  continued  demand  for  engi- 
neers straight  through  the  recession  is 
a  corollary  to  the  historic  changes 
sweeping  through  the  economy 
(Forbes,  Nor.  22,  1982).  Old  jobs  are 
dying  out,  but  other  jobs  are  rising. 
The  trouble  is  that  the  newer  jobs 
often  require  different  and  more  ad- 
vanced skills.  In  a  world  of  microproc- 
essors, lasers  and  digital  communica- 
tions, the  engineer  is  king. 

Does  that  mean  you  should  encour- 
age your  10-year-old  child  or  grand- 
child to  aim  for  engineering  school,  to 
graduate  12  years  hence?  When  will 
the  bust  come  in  engineering? 

The  indications  are,  not  for  a  while 
yet.  For  one  thing,  engineers  are  not 


An  engineer  and  bis  computer 

The  shortage  drives  the  technology. 


like  shoes  or  toilet  paper.  You  cann 
quickly  expand  the  output.  One  rc 
son  is  that  there  are  not  enough  teac 
ers.  Nearly  1,600  faculty  jobs,  fro 
professor  to  instructor,  are  current 
going  begging  in  engineering  schoc 
across  the  country.  Jobs  in  industry  a 
now  so  attractive  that  fewer  studen 
go  on  for  their  Ph.D.s.  Those  who  i 
and  who  start  to  teach  are  often  b 
away  after  a  few  years  to  fill  mc 
lucrative  private  positions.  A  new 
minted  engineer  can  make  $25,00C 
year  in  California  in  private  mdusti 
An  engineering  professor  with  a  Ph. 
may  start  as  low  as  $19,000. 

Of  course,  sooner  or  later,  the  sho 
age  will  moderate.  Many  engine* 
short  industries  are  already  pushi: 
efforts  to  automate  the  engineeri 
function,  the  design  process  itse 
Says  Thomas  Gunn,  a  specialist 
manufacturing  at  Arthur  D.  Litt 
"With  a  computer,  an  engineer  c 
design  in  one  day  something  tb 
might  take  several  engineers  weeks 
do  without  a  computer." 

The  potential  has  not  escap 
the  attention  of  entrepreneurs  li 
Wilfred  Corrigan,  former  president 
Fairchild  Camera  &.  Instrument.  C( 
rigan  has  started  LSI  Logic,  which 
says  can  reduce  its  customers'  enj 
neering  needs  by  providing  partial 
customized  integrated  circuits. 

Engineers  have  been  through  boo 
and  bust  before.  So  their  well-or^ 
nized  associations  are  trying  to  pi 
down  alarming  predictions  of  sho 
ages,  much  as  the  American  Medic 
Association  knocks  down  predictio 
of  doctor  shortages.  They  are  also  i 
minding  members  to  keep  up  to  da 
with  their  skills.  There's  a  phrase 
the  profession:  the  half  life  of  an  en; 
neer.  It  refers  to  the  fact  that  enginee 
often  peak  early  in  their  careers  t 
cause  the  newer  crop  just  coming  o 
of  school  has  more  up-to-date  traini: 
and  tends  to  be  more  flexible.  Sor 
companies  address  this  problem.  H; 
ris  Corp.,  for  one,  has  an  array  of  trai 
ing  programs.  Most  recently  it  agre 
to  help  underwrite  a  state  universi 
effort  to  offer  advanced  courses  \ 
video  cassettes.  Not  every  compai 
can  afford  such  training,  so  many  enj 
neers  must  keep  themselves  up 
date.  Other  members  of  the  labor  for 
might  follow  suit.  Technological  o 
solescence  isn't  only  an  enginee: 
problem  in  our  highly  specialized  ai 
fast-changing  society. 

To  get  back  to  the  children  ai 
grandchildren.  If  they  have  the  lea 
ing  and  the  aptitude,  they  could  i 
worse  than  become  engineers.  It  w 
be  a  long  time  before  engineers  a 
driving  taxicabs.  ■ 
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DIESEL  POWER  111  fill 
ITS  FULL-SIZE  1/2-1011 
MID  3/4-T0I1  PICKUPS 


=ord  doesn't  offer  a  diesel  in  its  34-ton  pickups— or  in 
iny  %-ton  pickup  under  8500  lbs.  GVWR.  But  Chevy 
Joes.  That's  significant,  considering  that  95%  of  all 
Dickups  bought  in  America  today  are  14-ton  or  %-ton. 
Dhevy,  not  Ford,  offers  a  diesel  option  for  the  type  of 
Dickup  you'll  most  likely  be  looking  at,  as  well  as  diesel 
Dower  for  1-ton  pickups. 

America  s  most  popular  truck  diesel.  Already  a  highly 
accepted  powerplant,  the  optional  6.2  Liter  (379  Cu.  In.) 
J8  Diesel  is  now  in  service  in  well  over  100,000  Chevy 
ull-size  Pickups,  Vans,  Suburbans  and  Blazers.  That 
jays  a  lot  about  the  6.2's  popularity  among  light-duty 
ruck  owners. 

bugged  power  for  moving  up  to  13,500  lbs.  The  6.2  has 

Dlenty  of  brawn  for  hefty  hauling  and  the  day-to-day 
grind.  This  engine  was  specifically  designed  and  built 
or  truck  use.  So  it  packs  plenty  of  torque.  A  properly 
squipped  full-size  Chevy  Pickup  with  the  available  6.2 


Diesel  can  move  up  to  13,500  lbs.,  including  itself, 
trailer,  passengers,  cargo  and  equipment. 
3-Year/50,000-Mile  Power-Protection-Plus  Limited 
Warranty  on  Diesel  Engines.  Subject  to  deductible  after 
first  12  months/12,000  miles.  See  your  Chevy  dealer 
for  full  details. 

Beats  the  ratings  of  Ford's  and  Dodge's  most  fuel- 
efficient  gas-powered  V8  pickups  by  7  EPA  Est.  MPG. 

This  kind  of  EPA  mileage  estimate  is  bound  to  get 
people  thinking  "Diesel  Chevy  Pickup:'  Ask  your  Chevy 
dealer  for  full  details  on  his  Diesel  Pickups  soon. 

2WD  C10-20  Pickup  with  Optional  6.2L 
V8  Diesel  and  4-speed  manual  O.D. 
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EST  HWY  EPA  EST  MPG 


Use  estimated  MPG  for  comparisons  Your  mileage  may  differ  depending  on 
speed,  distance,  weather.  Actual  highway  mileage  lower  Some  Chevrolet 
trucks  are  equipped  with  engines  produced  by  other  GM  divisions,  subsidiaries, 
or  affiliated  companies  worldwide.  See  your  dealer  for  details. 

Let's  get  it  together .  .  .  buckle  up. 


ONE  COMPANY  HAS  CREATED 
THE  ONLY  FLYING  ELECTRONIC  WARRIORS 

IN  THE  FREE  WORLD. 

THE  COMPANY  IS  GRUMMAN. 


Two  of  the  most  sophisticated  military 
aircraft  in  the  skies  today  are  armed  not  with 
missiles  but  with  electrons. 

They're  both  built  by  Grumman.  The  carrier- 
based  E  A-6B  for  the  Navy  and  Marine  Corps; 
the  EF-111  for  the  Air  Force.  In  each  case,  their 
primary  mission  is  to  provide  the  electronic  coun- 
termeasures  that  can  blind  an  enemy  to  the 
movements  of  surface  fleets  and  airborne  strike 
forces. 

The  way  these  aircraft  do  it  is  with  tactical 
jamming  systems.  Highly  powerful  systems  that 
can  disrupt  hostile  early  warning  radar,  commun- 
ications, and  radar-controlled  weapons.  Con- 
stantly updated  systems  that  can  provide  coverage 
throughout  the  entire  spectrum  of  tactical  mis- 
sions and  radar  suppression  requirements. 

Providing  electronic  warriors  with  capabili- 
ties like  these  requires  a  host  of  technologies.  Com- 
ing soon:  an  electronic  counter  measures  system 
for  an  Army  helicopter,  as  well  as  an  aircraft  that 
flies  on  a  wing  that  sweeps  forward  instead  of 
back.  So  whether  it's  keeping  today's  aircraft 
preeminent  or  making  tomorrow's  unmatched,  we 
have  the  technology  for  the  job  at  hand. 


THE  TECHNOLOGY  FOR  THE  JOB  AT  HAND 
GRUMMAN 


Hams  Ashtoris  challenge  now  is  to  make 
people  love  General  Host  in  May  the  way 
they  do  in  December.  If  he  can. 

Middle  America's 
gourmet 


By  Carol  E.  Curtis 

It  is  almost  impossible  to  enter  a 
Hickory  Farms  store  without 
tasting  something.  At  the  door, 
apron-clad  hostesses  offer  beef  sau- 
sages on  a  tray.  Inside,  a  stroll  past  the 
cheese  case  brings  free  cheese  and 
crackers,  proffered  by  more  smiling 
salesladies.  By  the  time  you  get  to  the 
back  of  the  store,  with  its  jams  and 
jellies,  you  have  probably  picked  up  a 
package  or  two  of  cheese  and  beef 
sausages.  "If  I  can  give  you  four  free 


samples,  you  are  going  to  buy  some- 
thing," declares  Harris  Ashton,  chief 
executive  of  General  Host  Corp.,  the 
Stamford,  Conn. -based  parent  of 
Hickory  Farms. 

That  kind  of  marketing  savvy  has 
made  Hickory  Farms  into  the  nation's 
largest  specialty  food  retailer.  Since  it 
was  founded  in  Ohio  in  1960,  Hickory 
Farms  has  become  a  $107  million 
(sales)  business.  There  are  now  nearly 
1,900  Hickory  Farms  stores  and  ki- 
osks, double  the  number  four  years 
ago.  You  can  visit  a  Hickory  Farms 


outlet  in  every  state  except  Mississip 
pi.  And  while  you  won't  find  caviar  o 
French  pate,  for  millions  of  Middl 
Americans,  Hickory  Farms  is  thei 
gourmet  food  shop. 

Alas,  the  marketing  knowhow  wa 
not  Harris  Ashton's,  who  merely  ha' 
the  good  sense  to  buy  Hickory  Farm 
from  its  entrepreneur  founder  u 
1980.  Nevertheless,  that  success  stor 
has  been  a  lifesaver  for  General  Hosi 
Since  Ashton  became  chief  executiv 
in  1970,  he  has  been  struggling  to  giv 
General  Host,  his  $527  million  (sales 
diversified  food  company,  a  corporat 
identity.  He  has  acquired  companie 
that  process  meat,  tan  leather,  rais 
mink,  even  conduct  tours.  He  woun 
up  selling  most  of  them.  In  the  last  si 
years,  he  has  divested  five  companies 

And  so,  Hickory  Farms  notwith 
standing,  General  Host  has  been  a  coi 
porate  also-ran.  Over  the  last  decade 
revenues  bounced  from  $555  millio 
to  $752  million,  then  back  again.  A] 
though  net  income  grew  from  $3. 
million  in  1972  to  $9.7  million  las 
year,  General  Host  ran  deficits  as  hig 
as  $14.6  million  in  the  mid-1970s  be 
cause  of  its  moneylosing  Cudah 
meat-processing  operation.  Last  yeai 
with  Cudahy  Foods  mostly  sold  of: 
revenues  rose  6%,  but  net  income  wa 
still  off  16%. 

After  13  years,  however,  Ashto 
may  have  gotten  his  act  together,  i 
pattern  seems  to  be  emerging  at  las 
from  this  corporate  hodgepodge 
Among  Ashton's  acquisitions,  Littl 
General  convenience  stores  and  th 
Hot  Sam  pretzel  chain  were  standout 
that  paid  off  nicely.  By  1980  the  tw 
specialty  food  retailers  were  providin 
over  a  third  of  total  revenues,  pointin 
the  way  to  a  promising  new  corporat 
identity  in  food  retailing. 

Which  led  Ashton  to  Hickor 
Farms.  After  two  years  of  deliben 
tion,  Ashton  decided  late  in  1980  t 
buy  it  for  $41  million  from  its  Mat 
mee,  Ohio-based  founder,  Richar 
Ransom.  That  was  a  lot  of  money  for 
food  retailer  with  sales  of  only  $4 
million,  but  Hickory  was  a  gem.  It 
gross  profits  averaged  50%  of  sale: 
with  aftertax  net  a  respectable  6% 
Meat  processors,  by  contrast,  ne 
maybe  1  cent  on  the  dollar.  With  sale 
of  just  $49  million,  Hickory  Farm 
was  then  about  one-tenth  the  size  c 
$467  -million  Cudahy  Foods.  But  it 
operating  income  was  nearly  twic 
Cudahy's  in  an  average  year. 

Hickory  Farms  is  so  profitable  b(. 
cause  its  two  main  products,  beef  sat 
sage  and  cheese,  are  bought  by  Hick 
ory  Farms  at  stable  prices  and  sold  at 
high  markup.  Customers  have  Ion 
been  willing  to  pay  a  premium  for  th 


General  Host's  Harris  Ashton  at  a  Hickor)'  Farms  store 
Beef  sticks,  yes.  But  in  a  heart-shaped  box? 
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America^  favorite  way  to  fly. 


How  to  stay 
on  top  of  your 
inventory. 


To  helpgive  profits  a  lift,  a  businessperson 
could  use  the  IBM  Personal  Computer. 

With  Inventory  Control  by  Peachtree 
Software  Inc. ,  you  can  stay  on  top  of  it  all. 

Keep  track  of  each  item 
in  stock.  Maintain  vendor 
and  cost  files.  And  record 
period-to-date  and  year- 
to-date  sales  amounts  and 
merchandise  quantities. 
The  IBM  Personal 
Computer  will  also  help  monitor 
sales  performance  and  profit  margins. 
Help  you  decide  when  and  how 
much  to  reorder.  Even  print 
your  management  reports. 
To  take  stock  of  the  IBM 
Personal  Computer,  visit  an 
authorized  dealer  soon.  You'll 
see  that  the  quality  is  what  you'd 
expect  from  IBM.  The 
*'        price  isn't.  —  — • 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


Hickory  Farms  name,  which  they  se 
as  synonymous  with  quality. 

The  margins  are  made  even  fattc 
hy  Hickory  Farms'  low  overheac 
Over  two-thirds  of  its  stores — 1,31 1- 
are  kiosks  that  exist  only  during  th 
December  holiday  season  and  ar 
staffed  with  part-time  help.  The  pei 
manent  stores  are  mostly  in  high-tra 
fic  suburban  malls,  where  the  sale 
help  is  on  a  modest  salary,  and  stor 
managers  make  just  $20,000. 

The  kiosks  do  well  because  mos 
Hickory  Farms  products  are  bought  a 
Christmas  gifts.  Over  two-thirds  of  it 
sales  come  during  the  last  quarte 
over  50%  in  December.  So  for  the  fin 
nine  months  of  the  year,  Hickory  op 
crates  at  a  loss  but  more  than  makes 
up  in  the  fourth  quarter.  On  20%  c 
General  Host's  total  sales,  Hickor 
contributes  close  to  a  quarter  of  nc 
income. 


Hickory  Farms'  slippage  is  < 
reminder  of  the  other  busi 
nesses  that  seemed  Wee  win 
ners  before  Ashton  bough 
them,  but  then  faded. 

The  question  is,  given  Ashton's  rec 
ord,  will  he  mess  up  Hickory's  wir 
ning  ways?  He  is  already  tinkerin 
with  the  formula.  Sample  some  of  hi 
ideas:  This  year  he  has  introduced 
beef  stick  in  a  heart-shaped  box  fc 
Valentine's  Day  and  a  cheese  packag 
for  Easter.  Soon  he  will  add  a  line  ( 
gourmet  candy. 

Skeptics  can  hardly  be  blamed  fc 
harboring  a  few  nagging  doubts.  Be( 
sticks  in  heart-shaped  boxes?  Thoug 
sales  have  more  than  doubled  at  Hicl 
ory  Farms  since  Ashton  bought  it,  of 
crating  income  is  flat.  In  1982  salt 
rose  20%  in  the  fourth  quarter,  whil 
earnings  were  up  17%,  but  earning 
were  still  off  20%  for  the  year  becaus 
of  a  S10  million  loss  going  into  th 
fourth  quarter. 

Most  of  the  loss,  Ashton  claim: 
was  due  to  one-time  administrate 
expenses:  General  Host  is  operatin 
more  Hickory  Farms  stores  and  need 
to  put  more  managers  in  place.  Ma) 
be,  but  the  slippage  is  a  disturbin 
reminder  of  the  other  businesses  th£ 
seemed  like  winners  before  Ashto 
bought  them,  but  then  faded.  T 
make-up  for  Hickory  Farms'  season; 
swings,  Ashton  is  also  back  on  th 
acquisition  trail:  Last  month  h 
bought  Frank's  Nursery  &  Crafts.  A 
Middle  America's  gourmet,  Ashto 
could  hardly  have  found  a  more  ai 
tractive  corporate  identity.  Mayb 
he's  on  the  right  track  now.  Maybe.  I 


For  more  information  on  where  to  buy  the  IBM  Personal  Computer,  call  800-447-4700.  In  Alaska  or  Hawaii,  800-447-0890. 
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There  may  be 
better  things  to  do 
with  your  company's 
insurance  money 
than  buy  insurance. 

.tor  the  multinational  corporation,  the  cost  of 
protecting  its  assets  abroad— both  people  and 
property— has  become  a  major  one,  with  pre- 
miums ranging  from  thousands  into  millions  of 
dollars  annually. 

And  always  it  has  been  thought  of  as  a 
necessary  cost  of  doing  business. 

We  would  like  to  recommend  an  alternative. 
Rather  than  think  of  all  that  money  as  an 
expense  for  your  company,  we  suggest  you 
think  of  it  instead,  as  a  financial  tool. 

That's  right,  as  a  financial  tool.  There  are  so 
many  ways,  today,  to  make  your  insurance 
money  work  for  your  company  at  the  same 


time  it's  protecting  your  company.  Ways 
to  free  your  money,  to  give  you  control 
over  its  flow,  to  significantly  lower  your 
cash  outlay.  In  short,  ways  to  be 
smart  with  your  insurance  money. 
At  AFIA,  as  a  pioneer  in 
worldwide  insurance,  we  offer 
the  multinational  corporation  all  the 
expertise,  innovativeness  and  capability  our  64 
years  of  experience  have  given  us.  As  well  as  our 
facilities:  more  than  230  offices  serving  135 
countries.  And  we  offer  it  all  to  help  you  plan 
the  worldwide  programs  that  can  put  your 
insurance  money  to  valuable  use. 

Programs  like  forming  your  own  captive.  Or 
a  controlled  master  program  with  deductible 
funding  which  enables  you  to  derive  the  benefits 
of  a  captive  without  the  necessity  of  forming  a 
captive. 

Another  significant  innovation  is  global  in- 
surance, one  program  that  covers  you  both  in 
the  United  States  and  abroad  and  has  the  effect 
of  increasing  your  insurance  buying  power 
significantly  and  providing  greater  control  of 
your  risk  management  program. 

Those  are  a  few  brief  examples  of  how 
insurance  can  be  made  to  work  for  companies 
today.  To  be  sure,  there  are  others:  high  deduct- 
ibles, other  cash  flow  programs,  rating  plans 
and  unbundling  of  services  (that  is,  paying  for 
only  the  insurance  services  you  need)  to  name 
but  a  few. 

Working  together  with  your  broker  and  AFIA, 
your  risk  manager,  given  centralized  control 
of  your  worldwide  insurance  programs,  can 
make  your  insurance  money  do  more  and  better 
things  than  ever  before. 

For  more  information,  write  AFIA,  Dept.  A, 
110  William  Street,  New  York,  NY  10038. 


AFIA 


WORLDWIDE  INSURANCE 

Helping  business 
grow  overseas  since  1918. 


AFIA  Worldwide  Insurance,  110  William  Street,  New  York,  NY  10038,  Atlanta,  Boston,  Chicago,  Cleveland,  Dallas,  Houston,  Los  Angeles, 
Miami,  Minneapolis,  San  Francisco,  Seattle,  Washington,  D.C.  and  230  other  cities  around  the  world. 


rhe  1983  Mercedes-Benz  300 D  Turbodiesel  Sedan: 
how  the  heir  to  an  amazing  legend  is 
creating  a  legend  all  its  own. 


Three-liter  engines  have  powered  some  of  the  most  exotic  Mercedes-Benzes  of  all. 
Now  comes  a  suave,  smooth,  almost  shockingly  quick  three-liter  Mercedes  sedan-so  exotic 
that  it  ranks  as  the  best-performing  diesel  America  has  ever  seen. 


For  1983,  the  glittering 
Mercedes-Benz 
ynasty  of  three-liter 
loroughbreds  is  per- 
etuatedby  the  300  D 
urbodiesel  Sedan 
biown  streaking  along 
t  left. 

The  turbocharged  five- 
blinder  engine  under  its 
ood  outpowers  every 
ther  automotive  diesel 
ngine  extant.  It  also 
enerates  184  lb.  ft.  of 
wque  at  2400  rpm- 
)rque  sufficient  to  flat- 
?n  hills  and  quicken 
assing  moves  as  no 
iesel  automobile  engine 
as  before.  Standing- 
:art  acceleration  is,  in  a 
rord,  startling. 

All  this  and  diesel 
sanity  too 

The  300  D  Turbodiesel 
>ins  such  visceral  pleasures 
rith  the  practical  benefits  of  a 
iesel.  No  conventional  tune- 
ps,  for  instance.  That  diesel 
xra  of  reliability  and  long  life. 
j\d  perhaps  most  welcome 
f  all,  fuel  mileage  sanity.  A 
ighly  sane  33  estimated  high- 
way and  [27]  EPA  estimated 


,*  in  fact. 


No  numbers  can  convey  the 
it's  sense  of  mnning  smoothness 
\  every  speed  range.  Its  me- 
lanical  integrity  seems  to  abol- 
h  most  vibration.  It  is  3585  lbs. 
f  such  meticulous  engineering 
iat  the  engine  and  steering 
^stem  each  employ  shock 


Mercedes-Benz  3-liter  dynasty  includes  elegant  300  S  Cabriolet 
world  championship  300  SLR  sports-racing  car,  muscular 
300  SL  "Gullwing"  coupe,  and  1983  300  D  Turbodiesel  Sedan. 

absorbers  of  their  own. 

"The  300  D's  success  in  strik- 
ing a  balance  between  ride  and 
comfort  and  handling  response" 
comments  one  automotive  jour- 
nal, "is  equalled  by  less  than  a 
handful  of  other  cars  in  the 
world"  No  doubt  because  the 
sophistication  of  its  fully  inde- 
pendent suspension  system  is 
equalled  by  less  than  a  handful 
of  other  cars  in  the  world. 

You  may  develop  a  taste  for 
out-of-the-way  roads,  once  you 
sample  the  300  D's  uncanny 
knack  for  blotting  up  thumps 
and  bumps  and  taking  even 
potholes  in  stride. 


Nimble-handling  cars 
seldom  abound  in  inte- 
rior space-but  the  300  D 
once  again  defies  con- 
vention. The  cabin  is 
easily  spacious  enough 
to  accommodate  five 
adults.  (A  12.57  cu.  ft. 
trunk  can  easily  accom- 
modate their  luggage.) 
The  car  is  so  fully 
equipped  that  the  extra- 
cost  options  list  is  tiny. 
Automatic  climate 
control,  four-speed  auto- 
matic transmission,  and 
more  than  20  other 
amenities  are  standard. 

Legendary  resale 
figures 

The  300  D  is  creating 
its  own  legend-but  how 
reassuring  to  know  that 
it  is  already  part  of 
another:  so  coveted  is  the 
Mercedes-Benz  name  by 
American  buyers  today  that 
after  the  first  three  years,  the 
entire  Mercedes-Benz  line  has 
been  shown  to  retain  an  average 
of  84  percent  of  original  value. 

*EPA  estimate  for  comparison  purposes. 
The  mileage  you  get  may  vary  with  trip  length, 
speed  and  weather.  Actual  highway  mileage 
will  probably  be  less. 

©1982  Mercedes-Benz  N. A.,  Inc.,  Montvale,  N.J. 


Engineered  like  no  other 
car  in  the  world 


Numbers  Game 


What  to  watch  out  for  in  the  latest  crop  of 
annual  reports,  and  how  to  translate  them. 

The  gimmicks 
of  '82 


By  Christopher  Power 

Just  before  Christmas,  Stan- 
dard &  Poor's  came  forth  with 
glad  tidings:  The  quality  of  1982 
corporate  earnings,  it  said,  would  be 
at  its  best  level  in  a  decade.  How 
come?  Because  the  recession  had  sig- 
nificantly reduced  the  exaggeration  of 
reported  earnings  caused  by  double- 
digit  inflation. 

S&P's  must  be  wearing  rose-colored 
glasses.  The  slowing  of  inflation  is 
surely  a  plus  for  realistic  income 
statements,  but  hyping  earnings  cer- 
tainly hasn't  gone  out  of  style  in  this 
recession.  Says  Harvey  Moskowitz, 
national  director  of  accounting  and 
auditing  at  Seidman  &  Seidman, 
"Many  companies  had  unusual,  non- 
recurring charges  and 
credits  to  income  in  1982, 
and  investors  have  to  be 
on  the  lookout  for  these. 
Traditional  year-to-year 
earnings  comparisons 
could  otherwise  be  very 
misleading." 

Last  year,  when  Forbes 
pointed  out  the  popular 
accounting  gimmicks 
companies  used  in  1981, 
two  of  the  favorites  were 
UFO  liquidations,  which 
create  illusory  profits  by 
digging  into  inventories 
booked  at  old,  lower  costs, 
and  foreign  currency 
translations.  These  distor- 
tions will  be  back  again  in 
1982  on  a  number  of  an- 
nual reports.  But  there  are 
quite  a  few  other  items  to 
watch  for  in  the  financial 
statements  you  will  be  re- 


ceiving in  the  next  few  months.  Here 
are  a  few: 

Buy  back  bonanza 

A  company  with  cash  to  spare  that 
buys  back  its  own  stock  when  market 
prices  are  low  can  easily  raise  per- 
share  earnings  for  the  fewer  shares. 

Gulf's  earnings  dropped  27%  be- 
tween 1981  and  1982 — a  modest  de- 
cline compared  with  Texaco's  44% 
slide  and  Sun's  50%  plunge.  But  Gulf, 
which  has  been  afflicted  with  the 
same  problems  as  the  other  major  oil 
firms,  has  been  reacquiring  its  own 
stock  for  the  last  two  years:  10  mil- 
lion shares  in  1981,  12.2  million  in 
1982.  With  12.2  million  fewer  shares 
in  the  float,  Gulf's  per-share  earnings 
dropped  from  $6.37  a  share  in  1981  to 


only  S4.98  last  year,  instead  of  down 

to  S4.86. 

Let's  make  a  deal 

When  the  stock  market  rallied  in 
August,  many  companies  realized 
that  their  bondholders  might  be  hap 
pier  with  their  suddenly  more  valu- 
able equity.  From  the  company's 
point  of  view,  this  was  definitely  a 
chance  to  have  its  cake  and  eat  it. 
Calling  in  debentures  would  wipe 
away  debt  from  the  balance  sheet, 
eliminate  interest  payments — thus 
raising  earnings — and  increase  equity. 
Earnings  would  be  further  increased 
by  the  difference  between  the  value  of 
the  new  stock  and  the  face  value  of 
the  bonds.  Naturally,  since  the  com- 
pany didn't  pay  cash  for  any  of  the 
bonds  but  swapped  equity  for  them 
instead,  it  would  pay  no  tax  on  the 
resultant  profit. 

That's  such  a  good  deal  that  last 
year  Allied  Corp.  engineered  two 
debt-equity  swaps,  erasing  more  than 
S545  million  in  debt  in  the  process, 
and  increased  per-share  earnings  of 
S4.98  by  about  20%— to  S6.22  a  share. 

We  really  depreciate  that 

Slowing  down  the  depreciation 
schedule  can  dress  up  earnings  nicely, 
too  (see  Forbes,  Nov.  22,  1982)  This 
year  some  companies  are  following 
the  lead  of  oil  and  gas  producers  by 
switching  from  straight-line  to  unit- 
of-production  depreciation,  which 
can  sharply  increase  income.  Under 
straight-line  the  same  sum  is  written 
off  every  year,  while  the  unit-of-pro- 
duction  method  depreci- 
ates equipment  on  the  ba- 
sis of  production  volume, 
not  time.  For  manufactur- 
ers with  plants  and  ma- 
chines idled  by  the  reces- 
sion, the  unit-of-produc- 
tion  approach  would 
appear  to  more  accurately 
reflect  the  effects  of  wear 
and  tear.  But  it  ignores  the 
fact  that  machines  be- 
come obsolete  whether 
they're  running  or  not. 

Last  year  Inland  Steel 
made  the  switch,  expect- 
ing to  lower  its  net  loss  by 
some  $43  million,  to  SI  19 
million.  That  means 
SI. 20  a  share. 

Don't  be  alarmed 

Not  all  of  the  one-time 
accounting  distortions 
raise  earnings.  A  number 
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efore  DictaphoneJ  it  seemed  the 
nly  work  I  did  was  paperwork, 
never  had  time  to  think. 


After  Dictaphone^  I'm  getting  a 
chance  to  show  what  I  really  can  do. 
There's  no  stopping  me  now. 


It's  hard  to  get  ahead  in  business  when  your  days  are 
spent  trying  to  keep  up.  What  you  need  is  a  Dictaphone 
desktop  dictating  machine.  It  lets  you  whiz  through  piles 
of  paperwork.  Instead  of  writing  everything  down  by  hand, 
you  simply  talk  it  down  on  tape.  The  result?  More 
time  to  think.  With  a  f~~ 
Dictaphone  desktop, 
you'll  get  out  from 
under  that  mountain. 
And  maybe  become 
King  of  the  Hill. 


=j§=  Dictaphone 

A  Pitney  Bowes  Company 


I'm  bogged  down  in  paperwork. 
Please  tell  me  more. 

Call  toll-free 

1-800-431-1708 

(Except  Hawaii  and  Alaska) 

In  New  York  call  1-914-967-2249. 

Or  write  Dictaphone  Corporation 

120  Old  Post  Road.  Rye.  New  York  10580 


Name 
Title- 


Phone  _ 


Company . 
Address  _ 
City  


-State . 


-Zip. 


Dictaphone  is  a  trademark  of  Dictaphone  Corporation. 
Dictaphone  Corp  is  a  Pitney  Bowes  Company  C  BF-33 


Numbers  Game 

of  firms  will  be  hit  by  one-time 
charges  that  will  depress  earnings  as  a 
result  of  plant  shutdowns  and  store 
closings  last  year.  Of  course,  such 
plant  closings  can  also  help  future 
earnings. 

Last  year  CBS  Records  closed  its 
record  and  cassette  manufacturing 
plant  in  Terre  Haute,  for  example. 
While  the  shutdown  will  result  in  an 
$11  million  charge  on  its  1982  books, 
estimated  savings  in  continuing  oper- 
ations will  amount  to  $6.5  million 
starting  in  1983. 

Hat  dance 

The  peso  devaluation  is  giving  U.S. 
companies  in  Mexico  major  head- 
aches. In  many  cases,  companies  op- 
erating in  that  hyperinflationary 
economy  will  appear  to  suffer  when 
they  consolidate  earnings  on  the  par- 
ent company's  income  statement. 
The  severity  of  this  distortion  can  be 
very  hard  to  detect,  however.  Says 
Robert  McLendon,  partner  at  Arthur 
Young,  "When  the  earnings  are  con- 
solidated on  the  statement,  the  effect 
of  the  devaluation  is  not  always  easy 
to  spot.  It  should  be  brought  up  in  the 
management  discussion." 

For  some  companies  the  Mexican 
devaluation  is  enough  to  turn  profits 
to  losses  on  the  parent  company's  in- 
come statement.  In  January,  Cela- 
nese,  which  owns  40%  of  $402  mil- 
lion (sales)  Celanese  Mexicana,  an- 
nounced that  it  would  create  two 
provisions.  The  first  is  a  $36  million 
loss  from  currency  translation  for 
1982.  The  second  is  a  special  provi- 
sion of  $39  million  for  future  peso 
devaluation  problems.  That  drove 
Celanese  $54  million  into  the  red.  But 
if  you  look  at  Celanese 's  earnings  be- 
fore foreign  currency  translation,  you 
end  up  with  a  somewhat  more  realis- 
tic net  income  of  $5  million. 


Mark-to-market 
lives! 

W.  hen  interest  rates  went  through 
the  ceiling,  most  thrift  institu- 
tions almost  sank  through  the  floor, 
finding  themselves  paying  more  for 
deposits  than  they  were  earning  on 
their  mortgage  portfolios.  To  prevent 
a  major  industry  failure,  state  and  fed- 
eral banking  regulators  proposed  al- 
lowing ailing  thrifts  to  revalue  their 
mortgage  and  bond  portfolios  to  mar- 
ket prices  without  showing  enormous 
losses.  But  confusion  reigned.  For  ex- 
ample, New  Jersey  bank  regulators 
adopted  one  so-called  mark-to-market 


reporting  system  at  about  the  same 
time  the  Federal  Deposit  Insurance 
Corp.  and  the  Federal  Home  Loan 
Bank  Board  offered  different  proposals 
for  their  overlapping  jurisdictions. 

Now,  with  interest  rates  down  con- 
siderably, both  the  FDIC  and  the 
FHLBB  claim  to  have  tabled  their 
plans  for  a  mark-to-market  system.  A 
few  weeks  ago  the  FDIC  and  the  con- 
troller of  the  currency  said  that  they 
were  tossing  the  problem  to  the  Fi- 
nancial Accounting  Standards  Board, 
which  has  opposed  all  forms  of  mark- 


By  Barbara  Rudolph 

CONGRESS  WAS  AIMING  its  shot- 
gun  at  the  fat  cats,  like  doctors 
with  their  corporate  pensions," 
says  Equitable  Life's  Senior  Vice 
President  Harrison  Givens  Jr.  "In- 
stead they  killed  everyone  else  in  the 
room." 

The  shotgun  Givens  is  talking 
about  is  last  summer's  tax  package 
that  poses  a  major  threat  to  top-level 
executive  pensions.  If  you  think  it's 
impossible  that  this  Administration 
would  ever  choose  to  soak  the  rich, 


to-market  yet  proposed. 

But  some  problems  remain,  becaus 
interest  rates  haven't  dropped  nearl 
enough  to  bail  out  all  those  6%,  7° 
and  8%  mortgages  the  thrifts'  portfc 
lios  are  loaded  with.  So,  despite  publi 
statements  to  the  contrary,  meeting 
are  being  held  among  representative 
of  the  FDIC,  FHLBB,  Federal  Reservi 
Comptroller  of  the  Currency  and  th 
National  Credit  Union  to  sift  throug 
the  proposals  in  search  of  a  more  a< 
ceptable  mark-to-market  system. 

Stay  tuned. — Robert  Teitelman 


think  again. 

The  law  reduces  the  benefits  a 
lowed  in  so-called  qualified  pensio 
plans,  which  make  corporate  contr 
butions  to  those  plans  immediatel 
tax  deductible.  While  there  have  a 
ways  been  limits  on  how  much  of 
given  pension  plan  could  be  consic 
ered  qualified  and  hence  deductibl< 
those  limits  have  now  been  tougl 
ened  considerably. 

Take  defined  benefit  plans,  for  e> 
ample,  where  corporate  pension  cor 
tributions  are  based  on  the  employ 
ee's  salary.  Last  year  a  company  coul 


Taxing  Matters 


The  new  tax  law  could  seriously  threaten 
top  executives'  pensions.  "The  numbers 
really  sneak  up  on  you. " 

"An  insidious 
thing" 
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Taxing  Matters 


deduct  its  contributions,  for  benefits 
up  to  $136,425  per  employee.  That 
figure  has  been  cut  to  $90,000.  What's 
more,  it  is  frozen  at  that  level  for  the 
next  three  years. 

If  you  assume  only  a  modest  6% 
inflation  for  those  three  years,  that 
$90,000  is  reduced  in  real  terms  to 
$75,000— a  $15,000  loss  that  is  never 
recouped,  even  when  cost-of-living 
adjustments  take  effect  again  in  1986. 
In  fact,  with  compound  interest,  the 
loss  grows  over  time.  "It's  an  insid- 
ious thing,"  says  Equitable's  Givens. 
"The  numbers  can  sneak  up  on  you." 

Those  benefit  levels  may  sound  like 
very  high  numbers,  but  they're  not,  at 
least  in  this  league.  Since  top  execu- 
tives routinely  prefer  to  take  a  fairly 
high  portion  of  their  salary  in  the 
form  of  pension  plans,  this  change  in 
the  rules  could  affect  the  entire  top 
layer  of  management  in  many  large 
corporations. 

Other,  more  common  varieties  of 
qualified  pension  plans  are  corporate 
thrift  plans,  profit-sharing  systems  or 
stock  bonus  arrangements.  These 
plans  have  been  hit  by  Congress,  too. 
Up  until  this  year  employees  could 
have  as  much  as  $45,475  set  aside 
each  year  as  a  qualified  benefit.  Now 
that  has  been  reduced  to  $30,000  and 
frozen  for  three  years. 

Suppose  you  belong  to  both  types  of 
plans.  Congress  also  has  some  tougher 
requirements  for  you.  You  could  never 
take  full  advantage  of  both  plans.  Be- 
fore, you  were  entitled  to  all  of  one 
plan  and  a  40%  maximum  of  the  other. 
Now  the  limit  on  the  second  has  been 
cut  to  25%.  That  may  seem  like  a 
small  difference  today,  but  it  won't 
after  a  few  years  have  passed. 

A  company  that  is  determined  to 
continue  with  its  old  plans,  without 
any  modifications,  will  find  that  it 
will  cost  a  pretty  penny.  Take  a  com- 
pany with  ten  top-level  executives 
who  expect  defined  benefits  of  at  least 
$136,425.  If  the  firm  wants  to  keep 
them  at  that  level  it  could  take  some- 
thing like  $500,000,  which  would 
come  directly  out  of  aftertax  earnings. 
Over  time  that  adds  up. 

Corporate  opposition  has  been  very 
discreet  so  far  and  isn't  likely  to  have 
much  impact.  Says  Alan  Mills  of  Buck 
Consultants,  an  employee  benefits 
consulting  firm,  "Companies  have 
been  avoiding  publicity  because 
they're  afraid  of  the  public  outcry. 
You  can  just  hear  it:  'Gee,  these  guys 
are  earning  half  a  million  dollars  a 
year.  What  are  they  complaining 
about?'  "  ■ 
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What  You  N 

[ntelugent; 

If  you  do  business  in  foreign  countries  you  have  a  lot  more  on  your  mind 
mere  profits  and  losses. 

Political  changes  beyond  your  control  can  add  a  shocking  degree  of  risk  t< 
normal  business  life.  Governments  can  suddenly  and  arbitrarily  confiscate  youi 
property,  block  currency  or  repudiate  contracts,  to  mention  only  a  few  of  the  n 
challenges  encountered  by  businesses  operating  around  the  world. 

Furthermore,  every  overseas  enterprise  runs  its  own  unique  set  of  potent: 
risks,  which  vary  according  to  what  it  does  and  where  it's  located. 

That's  why  our  Political  Risk  Insurance  for  Overseas  Investors,  as  well  as  ( 
new  Comprehensive  Export  Credit  Insurance,  can  be  invaluable.  We  know  that  \x 
you  do  business  abroad  just  about  anything  can  go  wrong.  And  since  1974  the 
Insurance  Companies  have  developed  the  kind  of  policies  needed  to  help  prote 
exporters,  investors,  contractors  and  virtually  anyone  else  who  has  business  intei 
just  about  anywhere  in  the  world. 

Today,  no  other  insurance  company  comes  close  to  matching  the  amount 
political  risk  insurance  we  write.  No  one  else  offers  such  high  limits  of  coverage 
No  one  else  has  as  many  underwriters  and  claims  specialists  solely  dedicated  t< 
unique  field.  Nor  does  any  other  company  have  a  staff  as  experienced  in  writin 
insurance  to  help  protect  you  against  the  hidden  dangers  that  may  be  inherent 
your  particular  situation. 

In  short,  no  other  underwriter,  private  or  government,  can  offer  greater  flexil 
in  meeting  all  of  your  overseas  insurance  needs. 

To  learn  more,  just  contact  AIG  Political  Risk,  Inc. 

You'll  see  why  it's  smart  to  let  an  insurance  company  help  take  the  intrigue 


of  foreign  investment. 


OnceAgmn 

THeanswerIsAIG. 


THE  AIG  COMPANIES:  American  /ntemanonal  Underwriters,  American  Home  Assurance  Co.,  Commerce  and  Industry  Insurance  Co. ,  hlatttrnal  L'num  Fire  Insurance  Ctrmpany  of  Pitts 
American  International  Life  Assurance  Co. ,  North  American  Managers,  Neu>  Hampshire  Insurance  Co.  and  over  230  other  companies  operating  aruund  the  uirrld  to  meet  \our  insurance 


What  will  happen  when  the  computer 
makes  it  way  into  the  romper  room? 


Quaker  Oats 
meets  Pac  Man 


By  Jonathan  Greenberg 

T|  housands  of  buyers  move  ea- 
gerly from  suite  to  suite  at  the 
80th  annual  American  Toy  Fair 
in  New  York  City.  Smiling  presenters 
for  Coleco,  Mattel  and  Parker  Broth- 
ers walk  a  steady  stream  of  clients 
through  sophisticated  displays  of 
their  latest  game  cartridges. 
Tucked  away  down  a  quiet  hall- 
way, behind  the  elevators  on  the 
top  floor  of  the  attached  annex 
building,  Quaker  Oats'  U.S. 
Games  video  cartridge  subsidiary 
occupies  a  tiny,  shabby  office. 

John  Belden,  vice  president  and 
general  manager  of  U.S.  Games, 
displays  his  wares  on  a  bare  desk 
covered  with  a  plastic  tablecloth 
and  chats  with  the  only  custom- 
ers: three  jovial  young  Australian 
businessmen  who  seem  more  in- 
terested in  playing  the  games 
than  listening  to  the  sales  pitch. 
Is  this  any  way  to  run  a  company? 

It  is  if  you're  Quaker  Oats.  Last 
year  the  $2.7  billion  foodmaker 
decided  to  buy  this  insignificant, 
unprofitable  factor  in  the  high  stakes 
video  game  industry  for  a  paltry  $2 
million  or  so.  "Larger  acquisitions 
would  have  been  grossly  overpriced," 
says  Quaker  Oats  President  and  CEO 
William  Smithburg.  "I'm  glad  I  didn't 
make  some  of  the  bigger  gambles  that 
others  made  last  year."  Is  Warner's 
Steve  Ross  listening? 

U.S  Games  employs  only  20  people 
in  its  Silicon  Valley  base,  but  that's 
the  point.  Quaker's  venture  in  elec- 
tronic games  is  a  defensive  move,  not 
an  offensive  one.  The  dramatic 
changes  that  microelectronics  are 
bringing  to  the  toy  business  could  po- 
tentially shatter  the  jewel  of  Quaker 
Oats'  subsidiaries,  Fisher-Price  toys. 
Since  the  company  acquired  Fisher- 


Price  in  1969,  it  has  used  its  impres- 
sive marketing  strength  to  capitalize 
on  Fisher-Price's  quality  name  in  toys 
for  the  preschool  set.  Sales  have  in- 
creased from  $40  million  to  nearly 
$400  million  last  year,  with  earnings 
growing  at  a  similar  clip — until  the 
latest  recession  hit.  But  darkness 
looms  over  Toyland.  Video  games  and 


Quaker  Oats  CEO  Bill  Smithburg 
Someday,  a  talking  teddy? 

home  computers  are  taking  an  ever- 
increasing  share  of  the  consumer's 
disposable  income.  Shipments  of  tra- 
ditional toys  decreased  7%  last  year, 
while  video  game  sales  grew  88%. 

CEO  Smithburg,  explaining  his  ten- 
tative venture  into  video  games,  says, 
"We  hope  that  the  electronics  we 
learn  through  U.S.  Games  will  be  in- 
tegrated into  Fisher-Price  in  an  R&D 
sense."  Adds  U.S.  Games'  Belden: 
"With  a  Silicon  Valley  base  in  a  busi- 
ness like  this  you  get  people  present- 
ing a  wide  variety  of  technological 
opportunities  to  you." 

Today,  some  15%  of  Fisher-Price's 


U.S.  sales  come  from  toys  containing 
microprocessors.  A  new  line  of  sturd> 
children's  phonographs,  cassette  play- 
ers and  walkie-talkies  are  its  hottest 
selling  products  in  years.  "Baby  Sofl 
Sounds,"  a  doll  that  is  the  company's 
first  experiment  with  voice  synthesis 
uses  microprocessors  to  make  gentle 
sounds  when  held  and  to  fuss  wher 
ignored.  Over  $15  million  worth  o! 
these  charming  devices  were  sold  lr 
the  last  three  years. 

Within  the  next  year  or  so  the  com 
pany  will  probably  begin  marketing 
"child-directed  computer  software.' 
For  competitive  reasons,  Smithburg 
keeps  mum  about  this  "great  opportu 
nity  for  the  toy  business."  But  voice 
recognition  already  allows  a  comput 
er  to  respond  to  very  simple,  specific 
verbal  commands.  Respond  witr 
what?  Perhaps  Sesame  Street  graphic: 
on  the  console.  Perhaps  a  rendition  o: 
"Mary  Had  a  Little  Lamb"  by  a  $^ 
voice  synthesizer  not  much  more 
complex  than  Baby  Soft  Sounds.  Once 
computer  technology  gets  cheapei 
and  reaches  the  point  where  a  ma 
chine  can  recognize  relatively  com 
plex,  multiword  conversation  anc 
"talk"  back,  the  potential  mush 
rooms  for  things  such  as  story 
telling,  "interactive"  word  games 
and  video-aided  education.  "Thai 
can  unlock  the  computer  for  the 
three-year-old,"  says  a  Fisher 
Price  spokesman. 

A  bit  further  down  the  line  is  i 
"synthetic  playmate" — a  child's 
robot  that  will  be  able  to  responc 
to  voice  command,  play  games 
and  probably  even  "see."  What's 
more,  it  might  be  made  to  loot 
like  a  teddy  bear.  The  obstacle,  o: 
course,  is  getting  this  technolo 
gy — most  of  which  exists  today— 
into  a  reasonably  priced  package 
It  will  probably  be  the  end  of  this 
decade  when  such  robots  toddle 
on  to  the  market. 
Meanwhile,  there's  always  the  up 
side  potential  video  games  offer.  U.S 
Games.has  contracted  Jonathan  Win 
ters  to  represent  its  current  line  of  £ 
dozen  games.  The  first  potential  hit,  i 
Pink  Panther  game,  will  be  releasee 
this  May.  There  will  be  other  games 
of  a  "whimsical,  fun"  nature,  as  op 
posed  to  the  shoot- 'em-up  approach 
intended  for  younger  children,  girls 
and  parent-supervised  purchases. 

Whether  U.S.  Games  turns  a  bucl* 
or  not  seems  a  matter  of  only  second 
ary  concern  for  Quaker  Oats'  manage 
ment.  CEO  Smithburg  casually  notes 
"The  risk  is  so  low  that,  if  it  fails,  we 
can  sweep  it  under  the  rug  and  no  one 
would  really  care."  Low  risk,  high 
opportunity.  ■ 
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you  haven  t  looked  into 
a  ROLM  phone  system? 
How  embarrassing! 


An  executive  nightmare 
in  one  act... 

fc>u  all  thought  you'd  sold  the  Boss  on  a 
lice  safe  buy  from  Bell.  Then  just  as  you're 
ibout  to  breeze  onto  the  next  agenda  item 
he  old  man  gets  inquisitive. 

"What  about  ROLM?"  he  asks. 

Thinking  fast  you  try  to  stall  him:  "No,  sir, 
Zarole  and  I  much  prefer  Naples  this 
ime  of  year" 

No,  I  mean  the  phones,  he  says.  "ROLM 
phones" 

That's  what  I  mean,  sir"  you  counter 
desperately  The  phones,  the  mail.  The 
owns  great,  but  Rome's  phones  are  a  mess" 

By  now  the  old  man's  growing  a  bit 
agitated.  He  continues  to  press  you:  "I'm 
alking  about  ROLM.  R-O-L-M 

You  search  the  faces  of  your  colleagues 
or  help  But  by  now,  they're  counting  the 
vood  panels  on  the  ceiling.  Finally,  you 
ib  lamely:  "Oh  yes.  ahem,  ROLM.  Yes, 
A/ell.  .  . we,  uh,  should  be  hearing  back  from 


them,  uh.  next  week,  I  believe" 

Suddenly,  you  wake  in  a  cold  sweat. The 
next  day  at  the  office,  you  call  ROLM. 
And  within  no  time,  you,  the  boss  and 
ROLM  are  living  happily  ever  after. .  with  a 
new  business  communications  system 
from  ROLM,  with  integrated  voice  and 
data  communications.  And,  as  you  in- 
cluded the  new  ROLM  PhoneMai" 
message  system,  you're  on  top  of  all 
agenda  items! 

Moral:  In  the  search 
for  better  business 
communications,  all 
roads  lead  to  ROLM 

Computer-controlled 
business  communications 
systems  from  ROLM  have  been  installed 
in  the  top  20  Fortune  500  companies,  the 
10  largest  computer  manufacturers,  the 
top  10  retailers,  nine  of  the  10  largest 
banks  and  many  more.  For  more  infor- 
mation on  our  systems  for  24  to  10,000 
phones,  call  toll-free,  800-538-8154* 


ROLM  Corporation,  4900  Old  Ironsides 
Drive,  MS-626,  Santa  Clara,  CA  95050. 

•Alaska,  California.  Hawaii  residents  call  (4081 988-2900. 
ext  3025 


Anything  else  is  just  talk. 


Here's  a  new  approach  to  economics  that 
may  make  more  sense  than  either  neo- 
Keynesianism  or  monetarism. 


What  drives  the 
economy? 


Human  needs  before  profits." 
That's  one  of  the  more  seduc- 
tive slogans  of  our  time.  And 
who  but  a  skinflint  can  argue  with  it? 
Profits,  after  all,  is  a  dirty  word,  while 
the  term  human  needs  has  an  almost 
religious  ring.  But  David  and  S  Jay 
Levy  can  and  do  argue  with  the  slo- 
gan, or  at  least  with  the  misconcep- 
tions that  lie  behind  it.  They  thor- 
oughly expose  the  hollowness  of  this 
high-minded  garbage. 

In  a  brilliant  new  book,  they  show 
why  squeezing  business  profits  for  the 
alleged  benefit  of  the  poor  or  of  the 
working  man  is  a  self-defeating  exer- 
cise. It  leads  not  to  the  satisfac- 
tion of  human  needs  but  to  in- 
flation and  unemployment.  Ev- 
ery politician,  legislator  and 
trade  unionist  should  read  this 
book.  So  should  every  business- 
man who  has  ever  found  him- 
self at  a  disadvantage  in  trying 
to  defend  the  role  of  profits  in 
our  system — and  what  busi- 
nessman hasn't? 

Don't  be  put  off  by  its  yawn- 
producing  title:  Profits  and  the 
Future  of  American  Society*  This 
is  not  a  dull  book  or  merely  an 
academic  treatise.  It  is  cleanly 
written  and  deeply  rooted  in 
common  sense.  The  thesis  is 
too  complex  to  give  justice  to  in 
a  brief  space,  but  what  it  boils 
down  to  is  this:  Business  profits 
are  the  major  source  of  invest- 
ment capital  whether  one  is 
dealing  with  a  capitalistic  soci- 
ety, a  socialistic  society  or 
something  in  between.  (In  the 
Soviet  Union  profits  is  no  lon- 
ger a  dirty  word.)  Since  it  is  in 
everyone's  interest  to  maximize 
investment  capital  there  is  no  Fore 

  The 
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real  conflict  between  capital  and  la- 
bor. Most  business  people  understand 
this  instinctively  but  the  Levys  pro- 
vide a  theoretical  basis  for  the  asser- 
tion that  what  is  good  for  capital  is 
also  good  for  labor  (and  consumers). 

But  this  is  not  just  an  intellectual 
exercise  for  the  benefit  of  business- 
men. The  Levys'  principal  interest  is 
in  business  forecasting.  First  they 
study  the  trend  of  business  profits  and 
from  that  trend  deduce  the  direction 
of  the  economy.  As  Jay  Levy  put  it  to 
Forbes:  "Forecasting  is  the  process  of 
trying  to  determine  how  people  who 
make  decisions  will  behave.  With 


casters  David  and  jay  Leiy 
economy  is  no  pie. 


80%  of  our  economy  in  the  private 
sector,  how  businessmen  act  is  im- 
portant, and  profits  arc  crucial  to  how 
they  act."  A  Keynesian  would  say  that 
the  way  to  stimulate  the  economy  is 
to  increase  aggregate  demand.  The 
Levys,  standing  Keynesianism  on  its 
side,  say  that  keeping  business  profits 
healthy  is  the  best  way  to  stimulate 
the  economy. 

The  authors,  father  Jay,  60,  and  son 
David,  28,  are  highly  respected  as 
business  forecasters  through  their 
newsletter,  Industry  Forecasts.  They 
represent  a  kind  of  economic  dynasty. 
Jay's  younger  brother,  Leon  Levy,  for- 
merly of  Oppenheimer  &.  Co.  and  now 
with  Odyssey  Partners  (Forbes,  Mar. 
/.  1982),  is  one  of  Wall  Street's  most 
creative  minds.  Their  father,  the  late 
Jerome  Levy,  was  a  brilliant  if  eccen- 
tric businessman  and  student  of  eco- 
nomics who  spent  most  of  a  lifetime 
puzzling  on  the  causes  of  recession 
and  unemployment.  This  book,  then, 
is  the  end  product  of  three  generations 
of  labor. 

The  authors  say:  "Chronic  unem- 
ployment and  incessant  inflation  are 
largely  the  results  of  people  acting  on 
misconceptions.  Myths  and  errone- 
ous beliefs  about  profits  are  especially 
destructive."  Every  businessman  and 
investor  has  seen  the  destructive  con- 
sequences of  the  profits-are-dirty 
myth — a  deep-rooted  myth  whose  ori- 
gins are  older  than  Marxism,  inciden- 
tally. The  general  belief,  even 
among  people  who  ought  to 
know  better,  is  that  profits  are 
something  squeezed  out  of  con- 
sumers and  workers.  The  Levys 
prove  the  opposite  is  true.  The 
economy,  they  say,  is  not  a  pie 
where  a  fat  slice  for  one  group 
means  a  thinner  slice  for  an- 
other group.  It  is  not  a  pie  but  a 
hydraulic  system,  where  the 
more  profits  flow,  the  more 
goods  and  jobs  there  are  likely 
to  be  for  everyone. 

Jay  Levy  likes  to  tell  the  story 
of  how  his  father  abandoned 
physics  for  economics.  It  was 
during  the  recession  of  1908.  A 
reporter  had  asked  presidential 
candidate  William  Howard  Taft 
why  it  was  that  able-bodied 
men  who  wanted  to  work 
couldn't  find  employment.  A 
blunt  man,  the  future  President 
replied,  in  effect:  Darned  if  I 
know.  Jerome  Levy  just 
couldn't  leave  that  question 
alone,  and  the  Levys  think  they 
have  found  the  answer.  It  is  not 
at  all  what  conventional  eco- 
nomics and  popular  mythology 
think  it  is.  — J.W.M.  and  L.M. 
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How  to  tun 


ata  you  can  se 

are  more  people  in      M  more  meaningful  to  you,  personally.  A/fru-^  \x/q\jc  tr»  cap 


There  are  more  peopl 
more  places  doing  more  things 
with  Apples  than  with  any  other 
personal  computer  in  the  world. 

Which  is  saying  a  lot. 

But  we'd  like  to  take  the  time 
to  explain  just  one  of  the  things 
that  can  make  an  Apple"  Personal 
Computer 


lgful  to  you,  personally 
It's  called  business  graphics. 
An  important  business  tool  that 
demonstrates,  quite  graphically,  how 


one  picture  is  worth 
thousand  numbers. 


a  few 


More  ways  to  see 
what  you're  doing 

That's  the  beauty  of  Appk 
Business  Graph: 
The  software 
•      package  that  g 
9      your  Apple  II 
or  Apple  III 


personal 
computer  t 
power  to 
convert « 
and  row: 
numbei 


ft*"*- 


re*?- 


,1*6 


Sep** 


sea  or  data  into 


ft  pounds  of  printout— into  one 
imple,  colorful,  comprehensible 
lustration. 

And  that  gives  you  the  power, 
dv  example,  to  thoroughly 
inderstand  relationships  and 
omparisons  in  a  complex 
narket  analysis.  Without  having 
d  spend  hours  sifting  through 


orizontal  bar  graph  (a  unique  feature)  makes  it 
isy  to  compare  the  profitability  of  six  different 
'oducts  —  from  periwinkles  to  petunias. 

ull  data — armed  with  little  more 
lan  a  ruler,  a  compass  and  a  few 
ot-so-magic  markers. 

With  Apple  Business  Graphics, 
11  you  do  is  enter  the  data  or 
■ansfer  it  directly  from  your 
%iCalc  model  or  a  number  of 
ther  computer  files.  Your  Apple 
nil  take  it  from  there. 

Helping  you  to  get  the  big 
icture  in  a  variety  of  ways.  Line 
r  area  graphs,  bar  graphs,  pie 
harts  or  scattergrams. 

Whichever  configuration  best 
□its  your  application. 

When  you're  through  charting 
larket  shares  you  can  do  the 
ame  with  forecasts,  budgets, 
tock  trends,  business  plans  or 

customer  demographics. 


Show  your  stuff. 

In  addition  to  helping 
ou  better  visualize  results,  Apple 


Business  Graphics  can  make 
presentations  more  presentable. 

Because  whatever  you've 
produced  can  be  rapidly,  easily 
and  colorfully  reproduced,  on 
virtually  any  printer  or  plotter  on 
the  market. 

Moreover,  sophisticated  Apple 
features  like  exploded  views, 


NURSERY      MARKET  SHARE 
ICH  ^^^^H  ■ 

i  v.. 


To  get  the  overall  market  share  picture,  (and 
any  other  percentage  related  data)  Ichiban 
management  consults  this  easy-to-digest  pie  chart. 

unlimited  overlays  and  floating 
titles  allow  your  displays  to  be 
remarkably  flexible. 

By  combining  Apple  Business 
Graphics  with  various  slide-show 
packages,  charts  and  graphs 
on  your  monitor  can  easily  be 
converted  into  impressive  slides 
and  transparencies. 


Getting  started 
in  pictures. 

Start  by  seeing  any  of  the  over 
1300  authorized  Apple  dealers. 

They'll  show  you  Apple 
Business  Graphics  software  can 
generate  more  types  of  pictures, 
in  more  colors,  using  more  data 


With  up  to  six  colors  per  graph,  employees  can 
easily  see  just  how  their  annual  sales  blossomed 
relative  to  the  rest  of  the  market. 

than  any  other  graphics  package 
More  important,  they'll  show 
you  what  all  that  can  mean 
to  you,  your  accounting  firm, 
your  import  business,  or  your 
chain  of  quiche-on-a-bun  family 
restaurants. 

They'll  even  help  you  produc 
your  first  picture. 

But  business  graphics  is  just 
one  of  the  things  an  Apple  can 
help  you  do.  One  of  thousands. 
Which  is  not  terribly  surprising, 
when  you  consider  there's  more 
software  available  for  Apples  than 
for  any  other  personal  computer. 

So  consider  a  trip  to  your 
Apple  dealer.  And  draw  your 
own  conclusions. 


cippkz 


he  most  personal  computer. 


Call  (800)  538-9696  for  the  location  of  the  authorized  Apple  dealer  nearest  you,  or  for  information  regarding  corporate  purchases  through  our  National  Account  Program, 
n  Calif.  (800)  662-9238.  Or  write  Apple  Computer  Inc.,  Advertising  and  Promotion  Dept.,  20525  Mariani  Ave. .Cupertino,  CA  95014-VisiCalc  is  a  registered  trademark  of  VisiCorp. 

©  198J  Apple  C^.nputer  Inc. 


TWA. 
Our  First  is  foremost 


Only  TWA  has  First  Class  Sleeper-Seats"  on  every  widebody. 

For  First  Class  comfort. 


First  and  foremost,  there  are  our  First  Class 
Sleeper-Seats. 

They  are  available  on  every  747,  every 
L-1011,  and  every  767,  everywhere  we  fly 
in  the  U.S.,  Europe  and  the  Middle 
East.  So  you  can  rest  easy  every 
time  you  fly  TWA. 

Just  settle  into  a  Sleeper-Seat, 
and  you'll  be  impressed  with  its  in- 
credible comfort  and  legroom.  Then  set- 
tle back— the  seat  stretches  out  with  you. 

Royal  Ambassador  Service. 
First  Class  service  in  a  class  by  itself. 

TWAs  Royal  Ambassador  Service  is 
available  on  every  transatlantic  and  trans- 
continental route  we  fly,  as  well  as  selected 
shorter  domestic  flights. 


We  offer  a  gourmet  menu  with  a  choice 
of  entrees  like  Chateaubriand.  Vintage  wines 
from  California  and  France.  A  selection  of 
fine  liqueurs  and  cognac.  All 
cordially  offered  to  you  in  a 
warm,  personal  manner. 

We  even  cater  to  your  needs 
before  you  take  off.  In  major 
airports,  you'll  find  a  special 
First  Class  desk  to  speed  you 
through  check-in.  And  a  spe- 
cial lounge  for  transatlantic 
passengers  to  relax  in  before  flight  time. 

So  call  your  travel  agent,  corporate 
travel  department,  or  TWA. 

Because  for  First  Class  service  that's 
second  to  none,  there's  only  one 
choice.  TWA. 

You're  going  to  like  us 


Struggling  as  an  also-ran  in  a  commodity 
business?  Dont  hire  consultants.  Read 
these  three  tales  of  business  methods. 

The  market  share 
myth 


Chief  Executive  G.  Allen  Mebane  of  Unifi 

He  ran  chemical  giants  out  of  his  business. 


By  William  Baldwin 

Corporate  strategy  consul- 
tants, guided  by  a  mathemat- 
ical-looking talisman  called  a 
"growth/share  matrix,"  define  a  busi- 
ness with  a  low  share  of  a  stagnant 
market  as  a  "dog."  To  succeed,  say 
the  experts,  a  corporation  must  sell  its 
dog  divisions  and  buy  winners. 

As  you  might  expect,  the  matrix 
helps  to  sell  management  consulting 
services  but  doesn't  always  fit  the  real 
world.  Consider  these  companies: 
Unifi,  which  is  in  the  yarn  business; 
Republic  Gypsum,  in  plaster;  and 
AFG  Industries,  in  glass.  Those  are 
commodity  industries,  where  the  lit- 
tle guy  ought  to  be  doomed.  But  look: 
A  decade  ago  Unifi  had  a  2%  mar- 
ket share  in  its  business  of  texturizing 
polyester  filaments  (to  give  them  bulk 
and  stretch).  Since  then  polyester  has 
stagnated,  but  not  Unifi.  It  earned 
$10.9  million  in  fiscal  1982  on  $230 
million  worth  of  fiber. 

Republic  Gypsum,  a  $20  million 
(fiscal  1982  sales),  one-plant  wall- 
board  outfit,  competes  against  billion- 
dollar  U.S.  Gypsum  and  National 
Gypsum.  Last  year  Republic's  operat- 
ing margin  after  depreciation  was 
13.5%,  triple  that  of  USG  and  almost 
quadruple  National's. 

AFG  Industries,  a  $182  million 
(1982  sales)  glassmaker,  boosted  its 
profits  last  year  18%,  to  $9.4  million, 
while  glass  giants  PPG  Industries  and 
Libbey-Owens-Ford  reported  operat- 
ing earnings  declines  and  much 
smaller  profit  margins.  The  dog  the- 
ory would  have  dictated  the  demise  of 
AFG  in  1978,  when  Dee  Hubbard,  a 
high  school  teacher  turned  glass  sales- 
man, created  it  by  consolidating  two 
chronic  moneylosers  with  a  com- 
bined 7%  market  share. 

Should  a  corporation  dump  its 
dogs?  Perhaps,  instead,  the  strategists 
could  learn  a  lesson  from  survivors 
like  these  three. 

Unifi 

New  machines,  old  business 

G.  Allen  Mebane,  53,  is  a  throw- 
ster— someone  who  twirls  long  fila- 
ments to  make  yarn  for  weaving  and 
knitting.  He's  a  North  Carolina 
country  boy  who  went  to  the  Phila- 
delphia College  of  Textiles  and  Sci- 
ence and  doesn't  know  anything 
about  the  corporate  strategy  courses 
they  teach  at  Harvard.  His  profession 
is  an  old  one,  except  that  his  raw 
material  is  made  not  by  silkworms 
but  by  Celanese,  Du  Pont,  Eastman 
Kodak  and  Hoechst. 

And  behind  the  whirr  of  22,000 
spindles  at  Unifi's  plant  in  Yadkin- 
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viile.  N.C.  is  a  high-tech  race  for  pro- 
dm  tivity.  Since  Mebane  cofounded 
Unifi  in  197] — 40  miles  from  where  a 
great-great-great-grandfather  opened  a 
cotton  mill— he  has  repeatedly  in- 
stalled the  newest  machines  while 
competitors  were  still  depreciating 
older  ones.  "In  the  last  five  years  I've 
junked  62  texturizing  machines, "  Me- 
bane brags.  He  now  has  104,  mostly 
German-made;  the  newest  throw  yarn 
onto  spindles  at  28  miles  per  hour. 
Since  its  founding,  Unifi  has  quintu- 
pled output  per  production  worker. 

Keeping  a  year  ahead  of  the  industry 
has  not  been  cheap.  Unifi 's  depreci- 
ation rate,  as  a  percentage  of  original 
plant  and  equipment  cost,  is  precisely 
double  that  for  the  average  public  tex- 
tile company.  The  payoff  is  in  Unifi 's 
halving  of  labor  costs  per  pound  of 
output  over  the  past  decade,  to  6 
cents.  And  in  performance:  an  average 
27%  return  on  equity.  Debt,  which 
was  once  high,  is  down  to  38%  of 
capitalization. 

Once  one  of  the  smallest  polyester 
texturizers,  Unifi  may  now  be  the 
largest  and  lowest-cost  operator  in  the 
world,  says  analyst  Robert  Buckman 
of  W.H.  Newbold's.  But  it  didn't  get  to 
be  the  lowest-cost  producer  by  being 
the  largest.  It  got  to  be  large  by  being 
low-cost  from  the  beginning.  Com- 
petitors are  dropping  out.  Celanese 
quit  the  texturizing  business  last 
year.  Unifi's  remaining  competition 
is  privately  held  Macficld  and  the  cap- 


tive production  of  large  tabricmakers. 

"Monsanto,  Celanese,  Hoechst, 
Phillips,  Rohm  &  Haas,  they  all 
stubbed  their  toes,"  says  Mebane. 
"It's  the  chemical  company  mental- 
ity. Monsanto  had  a  plant  that  made 
280  million  pounds  of  fiber  and  tcx- 
tunzed  probably  30  million  pounds  a 
year.  They  had  225  salaried  people- 
just  on  the  factory  floor."  Unifi  has 
185  all  told,  plus  826  production 
workers,  moving  220  million  pounds 
a  year. 

An  impatient,  energetic  man,  Me- 
bane quit  working  for  others  in  1964 
to  invest  $10,000  in  an  insolvent  com- 
pany called  Throwing  Corp.  of  Amer- 
ica. He  ran  that  long  enough  to  make 
it  profitable,  sold  out  to  a  textile  com- 
pany and  used  the  proceeds  to  start  a 
bigger  texturizing  outfit  with  several 
partners.  When  they  needed  capital 
they  let  Dow  Badische,  a  partnership 
of  the  chemical  giants,  buy  in.  But 
when  DB  wanted  to  dominate  the  op- 
eration they  had  DB  buy  their  stock 
and  stomped  off  to  start  Unifi.  Both 
the  textile  company's  Throwing 
Corp.  and  DB's  texturizing  operation 
succumbed  in  the  double-knit  col- 
lapse of  the  mid-1970s. 

Now  Mebane  wants  Unifi  to  grow 
beyond  its  quarter-billion-dollar  size 
by  invading  markets  traditionally  re- 
served for  spun  yarns,  from  bedshects 
to  sneaker  uppers.  More  than  half  of 
today's  polyester  winds  up  in  spun 
yarns,  in  a  costly,  nature-mimicking 


process  that  chops  the  filament  intc 
cotton-like  staple,  then  reassembles  i 
on  a  spinning  wheel.  By  1985,  sa} 
Unifi  salesmen,  tcxtunzed  polycste 
could  displace  350  million  pounds  ; 
year  of  spun  cotton  and  poly  yarn. 

The  matrix  that  says  Unifi  shoulc 
never  have  been  founded  would  nov 
define  it  as  a  "cash  cow."  Meban< 
doesn't.  The  company  does  not  pay  ; 
dividend.  Its  engineers  are  tinkerinj 
with  new  twisting  mechanisms  tha 
could  make  existing  ones  obsolete 
They  recently  sank  $1  million  int( 
automated  yarn  testers  they  devel 
oped  with  assistance  from  MIT.  Oi 
Mebane's  desk  are  blueprints  for  $2. 
million  worth  of  robots. 

Robots?  The  integrated  textile  ant 
chemical  companies  Mebane  ha: 
raced  against  would  probably  conside 
that  a  bit  much.  But  then,  they  wen 
only  running  for  their  dinner.  Unif 
was  running  for  its  life. 

Republic  Gypsum 
The  backhaulers 

"We're  not  big  enough  to  affect  th< 
price,"  says  O.  Max  Montgomery,  47 
chief  executive  of  Republic  Gypsun 
in  Dallas.  What  an  understatement 
His  company,  with  2%  of  the  U.S 
plasterboard  market,  tags  along  be 
hind  U.S.  Gypsum,  with  37%,  an< 
National,  with  27%.  Periodically  a  re 
cession  will  send  the  majors  into  ai 
Iil-do-it-for-nothing-I-need-the-work 
price  war  that  decimates  everyone'; 


Chairman  Phil  Simpson  and  President  and  CF.O  Max  Montgomery  of  Republic  Gypsum 
Much  easier  to  make  wallboard  efficiently  than  to  truck  it. 
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A  rare  diamond.  F< 
who  never  dou 
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"Take  the  world's  finest  executive  jel 
and  make  it  even  better.  That's  wha 
we're  doing  with  the  Gulf  stream  III.' 


By  Allen  E.  Paulson 

Chairman  and  President 

Gulf  stream  Aerospace  Corporation 

"I  think  1  can  safely  say  that  since  it 
first  flew  on  schedule  in  December 
1979,  our  Gulfstream  III  has  dominate 
the  market  for  intercontinental  busi- 
ness jets. 

"Evidently,  decision  makers  in  the 
world's  leading  corporations  and 
governments  have  determined  time  an 
time  again  there  is  no  alternative  to  th< 
levels  of  performance  and  productivity 
the  Gulfstream  III  offers. 

"Even  its  challengers  apparently 
have  concluded  that  its  superiority  is 
overwhelming. 

"They  have  had  to  rethink  where 
they  fit  into  the  market;  and  for  the 
most  part,  they  are  now  comparing 
themselves,  not  with  the  Gulfstream  I] 
or  even  the  Gulfstream  II,  but  with 
medium-sized  business  jets. 

"The  Gulfstream  III  we  are  now 
delivering  to  customers  is  a  remarkabl 
airplane. 

"But  we  know  that  every  machine, 
no  matter  how  good  it  is,  can  be 
improved. 

"And  the  Gulfstream  III  is  no 
exception. 

Meaningful  technology, 
meaningful  improvements. 

"In  my  experience,  the  airplane  has 
always  been  an  ideal  candidate  for 
improvement. 

"Technology  and  engineering  inge- 
nuity find  ways  to  make  it  land 
and  take  off 
better,  fly 
farther  and  higher,  handle  better,  use 
less  fuel,  be  more  efficient — and  not  tl 
least  important — safer  to  operate. 

"That's  why  we  are  constantly 
looking  at  the  Gulfstream  III  to 


i 


If  you  are  interested  in  knowing  more  about  Gulfstream  Aerospace  Corporation,  we  will  be  pleased 
to  send  you  our  latest  annuai  report.  Address  your  request  to  Senior  Vice  President,  Finance, 
Gulfstream  Aerospace  Corporation,  P.O.  Box  2206,  Savannah,  Georgia  31402  U.S.A. 


ind  places  where  improvements  can 
ie  made  that  will  be  meaningful  for 
:he  executives  and  government  leaders 
v-ho  travel  in  it  and  the  pilots  who  fly  it. 

"Take  the  cockpit. 

"The  new  generation  of  commercial 
tirliners  has  brought  about  a  techno- 
ogical  revolution  in  equipment  and 
i  ystems  available  to  the  flight  crew. 

"Because  our  customers  demand  as 
nuch  sophistication — if  not  more — in 
heir  aircraft  as  the  airlines  do,  we  are 
ngineering  these  highly  advanced  new 
ystems  into  the  Gulfstream  III. 

"For  example,  the  Gulfstream  III  is 
deally  suited  to  accept  electronic  flight 
nstrument  systems — EFIS,  for  short — 
hat  are  standard  on  the  Boeing  757 
ind  767. 

"For  years,  basic  aircraft  flight 
instruments  have  been  complicated, 
ragile  electro-mechanical  devices, 
limited  in  the  type  and  amount  of 
nformation  they  could  display. 

"EFIS  is  changing  all  that. 

"EFIS  brings  the  familiar  television 
monitor  into  the  cockpit;  and  symbol 
generators  driven  by  air  data  com- 
puters create  an  almost  unlimited 
umount  of  highly  reliable  data  that  can 
•e  displayed  to  the  crew  in  far  more 
neaningful  ways — commands,  direc- 
tives, color  visual  cues  and  symbols. 

"We're  making  sure  EFIS  will  be 
ivailable  on  the  Gulfstream  III  because 


With  the  largest,  longest  cabin  of  any 
executive  jet,  the  Gulfstream  III  easily 
accommodates  custom-designed  interiors 
that  provide  optimum  in-flight  environ- 
ment for  as  many  as  19  passengers. 

it  will  put  a  better  airplane  in  the  hands 
of  more  effective  pilots. 

Improving  the  parts 
to  improve  the  whole. 

"It  is  amazing  to  think  of  all  the  new 
technology  that  has  appeared  since  we 
first  flew  the  Gulfstream  III  prototype 
just  three  years  ago.  It  is  also  gratifying 
to  think  how  quickly  so  much  of  it  has 
found  its  way  into  the  Gulfstream  III. 

"Digital  display  instruments  are 
replacing-the  familiar  analog  type. 

"Lighter,  more  powerful  'black 
boxes'  take  less  space  on  the  avionics 
rack,  but  increase  dependability. 

"The  Gulfstream  III  is  the  first 
transport  aircraft  to  incorporate  an 
advanced  solid-state  AC  electrical  sys- 
tem that,  until  now,  has  been  available 
only  on  sophisticated  military  aircraft. 

"Soon,  a  Gulfstream  III  will  be 
equipped  with  an  inertial  navigation 
system  that  uses  a  ring  laser  gyro 
instead  of  conventional  gyros.  The 
increases  in  accuracy,  programming 


speed  and  reliability  in  this  optional 
flight  guidance  system  will  be  dramatic. 


Exchanging  weight 
ig  for  muscle. 

"We're  even  making  the  Gulfstream 
III  lighter  so  it  can  work  harder. 

"For  every  200  pounds  of  weight  we 
can  take  out  of  the  basic  airplane,  an 
operator  can  add  another  passenger  and 
baggage  or  an  equivalent  amount  of 
fuel.  So  our  on-going  weight  reduction 
program  is  another  way  of  improving 
the  Gulfstream  III,  with  an  emphasis 
on  productivity. 

"The  new  AC  electrical  system,  for 
instance,  weighs  nearly  200  pounds  less 
than  the  system  it  replaces. 

"More  weight  will  come  out  when 
we  begin  installing  new  control 
surfaces — rudder,  ailerons,  flaps — 
we're  engineering  of  composite  struc- 
tures developed  for  space  vehicles. 

"These  new  materials  will  help 
reduce  the  weight  of  the  Gulfstream  III 
without  compromising  structural 
integrity. 

"The  list  of  major  improvements 
we're  making  in  the  Gulfstream  III  gets 
very  long. 

"The  reason  is  very  simple. 
"Our  plan  to  continue  dominating 
the  market  for  executive  jets  is  to  make 
certain  we  always  will  have  the  best 
airplane  you  can  own  and  operate. 

"I  invite  you  to  get  in  touch  with 
Charles  G.  Vogeley,  our  Senior  Vice 
President  of  Marketing,  in  Savannah, 
Georgia  at  (912)  964-3274. 

"He  can  tell  you  all  the  reasons  why, 
as  an  investment  in 
superlative  executive 
transport,  the  world's  lijM 
finest  executive  jet  ^wfWA 
gets  better  and  Gulfstream 
better  all  the  time!'  Aerospace 


The  Gulfstream  III.  The  Ultimate. 


profits.  Still,  Republic  keeps  its  plant 
busy  in  the  crossfire,  and  keeps  it  effi- 
cient: Capacity  is  315  million  square 
feet  a  year,  double  what  it  was  when 
the  plant  started  up  in  1964,  with  no 
increase  in  manpower. 

The  Republic  plant,  sitting  on  a 
gypsum  deposit  in  the  southwest  cor- 
ner of  Oklahoma,  can  serve  Dallas 
and  Oklahoma  City  very  profitably. 
When  construction  thins  out,  it 
stretches  its  selling  radius  to  cities 
like  Houston  and  San  Antonio,  meet- 
ing the  local  price  and  absorbing  the 
freight.  A  big  player  can't  do  that, 
since  it  would  merely  cannibalize  the 
territory  of  another  of  its  own  plants. 
Republic  ran  at  94%  capacity  last 
year,  vs.  70%  for  the  industry. 

But  freight  can  be  the  most  impor- 
tant cost  in  this  business,  far  more  so 
than  the  gypsum  itself.  Gypsum  is 
only  slightly  less  plentiful  than  dirt; 
quarried  and  crushed,  it's  worth  all  of 
$3  a  ton.  Getting  the  wallboard  from 
Oklahoma  to  Houston,  though,  costs 
$34  a  ton.  Republic's  answer  is  to  run 
its  own  trucking  fleet,  plus  a  whole- 
sale building  supplies  outfit  in  Dallas. 
The  trucks  load  up  with  asphalt  shin- 
gles and  steel  in  Houston,  so  they're 
filled  for  most  of  the  backhaul  north  to 
Oklahoma.  The  wholesaling  just 
breaks  even,  but  it  eats  some  of  that 
all-important  freight  bill.  And  the  fact 
that  companies  such  as  U.S.  Gypsum 
use  contract  carriers  is  a  selling  point 
for  Republic,  says  Montgomery,  a  soft- 
spoken  former  salesman  who  joined 
the  company  its  first  day.  "They  lose 
control  of  it  once  it's  on  the  truck."  A 
late  delivery,  of  course,  might  tie  up  a 
project's  $170-an-hour  crane. 

It  Republic  belies  the  ruie  that  prof- 
its go  only  with  big  market  shares,  it 
illustrates  another  maxim  in  spades: 
Stick  to  what  you  know.  In  its  19-year 
existence,  Repuolic  has  made  forays 
into  mobile  home  construction,  saw- 
mill operation,  asphalt  shingle  manu- 
facturing— all  discontinued — plus  oil 
and  gas  exploration,  in  each  case  with 
sorry  results.  For  now,  Montgomery  is 
keeping  diversification  on  the  back 
burner  and  waiting  patiently  for  eco- 
nomic recovery — earnings  were  only 
$778,000  for  the  first  half  ended  last 
December — to  improve  his  wallboard 
prices.  That  should  be  good  news  for 
stockholders,  who  saw  earnings  of 
$3.79  million,  or  $1.96  a  share,  as 
recently  as  1979,  and  might  do  much 
better  in  the  next  boom. 

AFG  Industries 

The  wrenching  process 

Six  years  ago  the  families  that  owned 
Fourco  Glass  Co.  in  West  Virginia  had 
a  mess  on  its  hands.  "They  were  los- 


ing $1  million  a  month,"  recalls  R. 
Dee  Hubbard,  who  was  brought  in  to 
clean  up.  "They  had  28  different  bank 
accounts.  Sales  would  enter  an  order, 
manufacturing  would  decide  not  to 
run  it,  and  never  tell  sales."  Three  of 
Fourco's  four  plants  used  a  50-year- 
old  sheet  process  that  was  rendered 
obsolete  by  the  1959  invention  of 
float  glass,  which  hardens  over  a  pud- 
dle of  molten  tin. 

Hubbard,  47,  a  Butler  County 
(Kans.)  Community  College  graduate 
who  has  spent  most  of  his  career  mak- 
ing and  selling  windshields,  v/as  then 
head  of  Lear  Siegler's  Wichita-based 
auto-glass  division.  For  two  years,  as  a 
security  blanket,  he  kept  his  old  job 
and  commuted  to  the  East.  As  part  of 
the  deal  Lear  Siegler  got  an  option  to 
buy  Fourco  for  $1.2  million. 

Clean  up  Hubbard  did.  He  shut 
down  the  sheet  plants,  laying  off  600 
workers,  and  made  up  the  output  by 
running  the  float  line  faster.  He  fired 


two-thirds  of  the  salesmen  and  hali 
the  administrative  staff.  He  hirec 
Wayne  Basler,  a  glass  engineer  whe 
had  once  helped  Ford  Motor  reinvent 
the  float  process  when  Ford  was  ini 
tially  denied  a  license  by  the  owner  oi 
the  technology.  Hubbard  got  Fourcc 
to  break  even  in  six  months.  Then 
smartest  move  of  all,  he  was  unper 
suasive  in  urging  Lear  to  exercise  thai 
option.  Hubbard  and  some  partners 
bought  the  company  instead. 

The  new  managers  pulled  in  $6.£ 
million  in  profits  within  ten  months 
and  used  them  to  buy  a  majority 
interest  in  ASG  Industries  of  Ten- 
nessee. ASG — originally  the  U.S 
arm  of  the  French  glass  giant  St 
Gobain — had  lost  money  in  13  of  the 
preceding  20  years.  At  ASG,  Hubbarc 
and  Basler  worked  their  usual  magic 
closing  a  sheet  plant,  firing  salanec 
workers,  improving  yields  from  a 
float  furnace.  They  merged  the  com- 
panies in  December  1978  as  AFG 
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Industries,  based  in  Kingsport,  Term. 
Two  years  ago  they  added  a  third 
float  line  by  buying  Combustion  En- 
gineering's glassworks  in  New  Jersey 
for  $32  million.  That  makes  AFG 
fifth  largest  in  the  U.S.  flat-glass 
market,  with  435  million  square  feet 
a  year. 

Number  five  and  doing  well?  Must 
be  in  a  niche,  you  might  think.  Not 
quite.  Hubbard  dumped  Fourco's  two 
largest  customers  precisely  because 
they  had  too  many  special  orders. 
When  other  glassmakers  were 
crowding  into  metallic-coated  glass, 
a  specialty,  high-margin  item,  Hub- 
bard got  out.  He  went  after  home 
window  glass,  a  commodity  item 
costing  a  tenth  as  much.  Lots  of  fac- 
tories turn  out  that  item,  but  few  do 
it  well,  since  the  float  process  is 
more  naturally  suited  to  thicker 
commercial  grades.  That's  where 
Basler  was  indispensable. 

For  his  efforts,  Basler  wound  up 
with  AFG  stock  now  worth  $22  mil- 
lion. "I'm  a  strong  believer  in  incen- 
tives," Hubbard  says.  The  surviving 
salesmen  make  twice  as  much  as  be- 
fore and  drive  Mercedes-Benzes.  Last 
fall  AFG  hired  Basler's  former  boss, 
Edward  Sczesny,  to  head  up  a  consult- 
ing business  selling  float  technology 
to  Third  World  countries.  At  the  time 
Sczesny  was  running  a  similar  side- 
line for  Guardian  Industries  that  was 
yielding  $5  million  to  $30  million  a 
year  in  fees.  His  pay  at  AFG:  half  the 
take.  For  his  part  Hubbard,  a  breezy, 
blustering  entrepreneur  who  wears 
gold  jewelry  and  likes  to  talk  about 
his  100  racehorses,  is  sitting  on  $42 
million  worth  of  AFG  stock.  "It  was  a 
lot  of  fun,"  he  says. 

Not  for  everybody.  Hubbard  exact- 
ed large  concessions  from  creditors 
before  he  walked  in  Fourco's  door. 
Two-thirds  of  the  original  ASG  and 
Fourco  employees  were  axed.  Last 
month  263  hourly  workers  at  the  for- 
mer Combustion  Engineering  plant 
were  locked  out  when  they  rejected  a 
contract  that  would  give  managers  a 
much  freer  hand  in  assigning  jobs. 

Says  Hubbard:  "Even  the  people  we 
laid  off  told  me  they  didn't  like  it  but 
they  knew  it  had  to  be  done."  If  it 
hadn't  been,  quite  possibly  all  of  the 
plants  would  have  closed.  While  6  of 
the  31  float  furnaces  in  the  U.S.  are 
cold,  none  of  Hubbard's  3  are.  Indeed, 
he's  spending  $35  million  building  a 
fourth  out  of  the  remnants  of  an  obso- 
lete ASG  factory. 

The  resuscitation  of  America's 
heavy  industries  is  necessarily  a 
wrenching  process.  If  the  giants  can't 
bring  themselves  to  do  it,  then  people 
like  Hubbard  will  do  it  for  them.  ■ 
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Write  us  if  you'd  like  a  booklet  describing  what  you'll  see  on  the  distillery  tour    ram  or  no  rain 

SOME  DAYS,  visitors  to  Jack  Daniel's  are 
surprised  to  hear  they're  in  a  dry  county. 

It's  "dry"  because  we  aren't  allowed  to  sell 
(or  drink)  our  whiskey  here.  But  as  everyone 
knows,  we  make  a  good  deal  of  it.  And  we 
enjoy  taking  folks  from  one  end  of  our 
hollow  to  the  other  to 
show  them  how  it's 
done.  Of  course,  there's 
no  guaranteeing  perfect 
weather.  But  if  you  visit 
our  distillery  sometime 
soon,  we're  certain 
you'll  have  a  nice  day. 


MELLOWED 

6 

DROP 

6 

BY  DROP 


Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery 
Lem  Motlow,  Prop.,  Inc.,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 
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The  leverage  in  Fruehauf 

Fruehauf  Corp.  Chairman  Robert 
Rowan  is  keeping  very  quiet  about  his 
company's  prospects.  The  last  time 
he  opened  his  mouth  he  put  his  foot 
in  it  by  predicting  that  Fruehauf 
would  have  one  hell  of  a  year  in  1982. 
A  record,  he  said,  that  suggested  more 
than  the  $7.28  a  share  hit  in  1979. 
Instead  Fruehauf  sank  into  the  red, 
decimated  its  dividend  and  the  stock 
slid  to  15,  against  a  book  value  of  $40. 
Nevertheless,  Fruehauf  has  been 
strong  lately,  having  doubled  its  price 
since  the  summer.  Turns  out  Rowan 
wasn't  so  much  wrong  as  premature. 
David  Eisenberg  of  Sanford  C.  Bern- 
stein &  Co.  follows  the  stock  closely, 
and  he  sees  great  things  ahead.  In 
1979,  he  says,  the  company  shipped 
55,000  truck  trailers  in  the  U.S.  and 
earned  $50  million  pretax  on  that,  the 
biggest  chunk  of  its  business.  Since 
then  Fruehauf  has  cut  its  break-even 
point  from  38,000  trailers  to  just 
25,000.  Eisenberg  thinks  that  would 
translate  into  at  least  a  doubling  of 
profits  if  Fruehauf  can  get  back  to  its 
1979  shipment  level.  That  would 
mean  over  $8  a  share  pretax  from  the 
trailer  manufacturing  business  alone. 
Eisenberg  doesn't  see  Fruehauf  get- 
ting there  this  year,  but  he  sees  it 
happening,  especially  since  the  feder- 
al government  has  given  shippers  an 
incentive  to  buy  new  trailers.  Regula- 
tions now  permit  longer  and  wider 
sizes,  as  well  as  twin  trailers.  Eisen- 
berg also  points  out  that  the  other  big 
division,  Kelscy-Hayes  auto  wheels 
and  brake  parts,  remained  in  the  black 
despite  Detroit's  troubles  last  year.  In 
short,  there's  a  lot  of  upside  leverage. 
Eisenberg  sees  a  slow  start  this  year, 
culminating  in  earnings  of  only  about 
$2,  but  he  sees  $5  or  more  in  1984  and 
a  possible  $12  to  $14  by  mid-decade. 
"Darn  cheap,"  Eisenberg  calls  it,  "at 
just  5  or  6  times  potential  1984  earn- 
ings." Rowan?  Wisely,  he's  saying 
nothing. — Thomas  Jaffe. 

After  you,  dear  Thornton 

The  last  thing  Allied  Corp.  wants  is 
another  acquisition.  It  has  its  hands 
full  with  Bendix  Corp.  So  Allied 
Chairman  Edward  Hennessy  Jr.  wants 
to  sell  5.4  million  shares  of  RCA  that 
he  inherited  when  he  bought  Bendix. 
Since  Allied  needs  cash  it  wants  top 
dollar  for  the  RCA  shares.  How  to  get 
it?  Sell  to  a  potential  takeover  artist? 
But  RCA  wouldn't  like  that,  and  RCA 
is  a  tough  customer,  as  Bendix  learned 


last  year  when  it  tried  to  take  over 
RCA.  So,  it's  a  standoff  for  now.  Po- 
litely, Hennessy  has  asked  RCA 
Chairman  Thornton  Bradshaw  to  help 
him  get  a  good  price — a  gentle  hint. 
But  clearly  RCA  doesn't  feel  threat- 
ened. Says  an  RCA  spokesman:  "Our 
understanding  is  he  wants  to  avoid 
handling  the  stock  in  such  a  way  that 
would  make  for  bad  publicity."  Thus 
docs  RCA  reply  to  Alhed's  hint  with  a 
hint  of  its  own.  Meanwhile,  anyone 
wishing  to  buy  5.4  million  shares  of 
RCA  for  25%  or  30%  over  the  current 
market  price,  say,  $30  a  share — that's 
normal  for  such  a  sizable  block — can 
just  call  201-455-2000  and  ask  for  Ed 
Hennessy. — T.J. 

Last  revenge 

It's  tough  being  the  kid  brother  of  a 
business  genius.  Consider  the  career 
of  Martin  Revson.  For  a  quarter  of  a 
century  he  was  in  business  with  his 
brother,  the  late  legendary  Charles 
Revson.  But  they  quarreled  and  split 
in  the  late  Fifties.  Martin  left  Revlon 
and  started  Del  Laboratories,  which 
produces  such  things  as  Hard  As  Nails 
nail  care  products  and  Flame  Glo 
makeup.  Since  those  days  brother 
Charles'  Revlon  has  grown  to  $2.3 
billion.  Poor  Martin.  His  Del  got  to 
only  $65  million.  While  Charles  died 
a  centimillionaire  in  1975,  Martin's 
shares  in  Del  are  currently  worth  just 
about  $3  million.  To  add  insult  to 
injury,  Revlon  is  Del's  biggest  share- 
holder. When  Sol  Levine — a  former 
associate  of  Martin's,  who  left  Revlon 
to  help  him  start  Del — returned  to  the 
fold,  he  sold  his  17%  of  Del's  stock  to 
the  cosmetics  and  health  care  giant. 
Even  from  the  grave.  .  .  . — T.J. 

Buying  ice  in  summer 

John  Maynard  Keynes  was  mildly 
amused  when  he  visited  Wall  Street 
in  the  mid- 1930s  and  discovered  that 
the  stocks  of  companies  that  sold  and 
manufactured  ice  tended  to  go  up  in 
the  summer  and  down  in  the  winter. 
If  he  could  revisit  the  place,  he  would 
find  that  trading  volume  is  up  about 
70-fold  and  there's  much  more  regula- 
tion and  disclosure  than  in  the  Thir- 
ties, but  that  some  things  never 
change.  There  may  be  no  more  ice 
stocks,  but  there  are  cold-and-flu 
stocks.  David  Saks,  who  covers  drugs 
for  A.G.  Becker,  has  discovered  that 
during  the  sneeze-and-sniffle  season 
there's  added  interest  in  the  shares  of 
companies  that  sell  remedies.  Antici- 


Jofon  Maynard  Keynes 

Some  things  never  change. 


pating  this,  Saks  picked  his  flu  stock 
for  1982-83.  It  was  Warner-Lambert, 
then  selling  around  22.  He  steered 
clients  away  from  Richardson-Vicks, 
then  at  27.  He  figured  the  Vicks  cough 
line  would  lose  ground  while  Warner- 
Lambert's  Hall  cough  drops  and  Sinu- 
tab  would  gain.  Nice  pick.  Since  Saks' 
report,  Warner-Lambert  is  up  nearly 
40%  and  Richardson  is  down  more 
than  10%.  So  Dave  Saks  is  one  up  on 
Keynes.  The  great  economist  was  too 
busy  making  a  small  fortune  trading 
in  foreign  currencies  to  figure  out  how 
to  tell  which  ice  stock  would  go  up 
the  most. — T.J. 

Happiness  is  a  nicely 
leveraged  buyout 

Mario  Gabelli  runs  a  New  York  re- 
search firm  bearing  his  name,  and  he 
has  made  a  name  as  a  picker  of  small 
companies.  Mario  and  some  clients 
now  own  7%  of  Chicago's  Stewart- 
Warner  Corp.,  an  old-line  company 
that  makes  truck  parts  and  electronic 
systems.  Hardly  a  model  company. 
Even  though  it  is  76  years  old,  S-W 
had  revenues  of  under  S300  million 
last  year.  The  stock's  no  bargain,  ei- 
ther. At  a  recent  27,  it's  19  times  last 
year's  depressed  earnings.  However, 
Gabelli  thinks  S-W  is  nicely  leveraged 
for  the  impending  pickup  and  that  it 
could  earn  $6  a  share  by  1985.  So 
what?  Aren't  a  lot  of  companies  in  a 
similar  position?  Yes,  but  how  many 
have  a  73-year-old  chairman  and  a 
management  that  owns  4%  of  the 
stock?  That  and  virtually  no  debt,  a 
nice  chunk  of  cash  and  a  total  market 
capitalization  on  the  NYSE  of  only 
$170  million.  Put  it  this  way:  a  bite- 
size  company  with  lots  of  upside  po- 
tential. Acquisition?  Leveraged 
buyout?  Gabelli  doesn't  seem  to  care 
much  which  way  it  goes. — T.J. 
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WE'VE  GOT  ACRES 
OF  OPPORTUNITY  FOR 
YOU  ALL  ALONG 
OUR  LINE. 


PLANT  SITES  BY 
THE  THOUSANDS. 

As  the  nation's  longest  railroad, 
Burlington  Northern  can  offer  you 
an  outstanding  variety  of  choice 
locations  across  the  country. 

Properties  are  available 
throughout  the  25  states  we 
serve— both  our  own  substantial 
real  estate  holdings  and  those 
of  private  developers  with  whom 
we  work  closely. 

FROM  SEA  TO 
SHINING  GULF. 

Whether  you're  looking  for  a 
rural  or  an  urban  location,  we'll 
help  you  find  the  ideal  place  for 
your  next  plant.  We  have  sites  in 
or  near  most  major  markets  from 
Canada  to  the  Gulf,  and  from  the 
Pacific  Northwest  to  Alabama 
and  Florida. 


LOCATIONS  ARE 
MORE  THAN  LAND. 

Your  needs  don't  stop  at  real 
estate.  Neither  do  our  services. 
We  understand  the  importance  of 
natural  resources,  people 
resources,  transportation  and 
a  favorable  governmental  climate. 
So  our  local  experts  across  the 
country  will  help  you  find  the 
ideal  combination  of  property  and 
business/living  environment. 


ONE  CALL  WILL 

EXPAND  YOUR  HORIZONS. 

If  you  want  to  find  out  more,  call 
Joe  Galassi,  Vice  President,  or 
Ed  Riebow,  Director  of  Field 


Operations,  in  St.  Paul,  at  (612) 
298-2346.  They  can  give  you  a 
wide  variety  of  location  choices  to 
consider.  And  each  comes  with 
America's  longest  railroad  ready 
to  go  to  work  for  you. 


BURLINGTON 

NORTHERN 

RAILROAD 


Industrial  Development  Department 
Room  C383 
176  East  Fifth  Street 
St.  Paul.  Minnesota  55101 


The  Most  ImportantThing  Our  Real  Estate  Earn 

IsYourTrust 


As  one  of  the  country's  most  prominent  real  estate  companies,  National  Property  Analysts  is  able 
to  offer  you  a  high  degree  of  security  in  your  investments. 
For  more  information,  please  send  your  inquiry  to:  National  Property  Analysts,  Inc.,  Marketing  Dept., 
1804  Rittenhouse  Square,  Philadelphia,  PA  19103.  Or  call  1-800-223-3821. 

National  Property  Analysts,  Inc. 

PHILADELPHIA,  NEW  YORK,  LOS  ANGELES,  SAN  FRANCISCO,  ST  LOUIS,  OKLAHOMA  CITY 


John  Deere  seems  to  be  in  hot  water.  But  look  again.  Here's  a 
company  in  position  to  achieve  a  dominance  in  world  markets 
almost  unique  among  U.S.  companies. 


Planting  deep  and  wide 
at  John  Deere 


By  Jill  Bettner  with  Lisa  Gross 


This  is  an  article  for  contrarians.  If  necessity  is 
the  mother  of  invention,  then  adversity  is  the 
father  of  opportunity,  and  the  adversity  current- 
ly afflicting  Moline,  111. 's  $5  billion  (sales)  Deere 
&  Co.  may  pave  the  way  for  one  of  the  most 
remarkable  industrial  opportunities  in  recent  years. 

It  takes  a  bit  of  imagination,  to  say  noth- 
ing of  contrariness,  to  couple  the  word 
'opportunity'  with  the  future  of  most 
midwestern  American  manufactur- 
ing companies  today,  but  Deere 
may  prove  to  be  the  exception.  Its 
situation,    although  currently 
troubled,  is  unique  for  two 
reasons: 

•  Unlike  U.S.  auto  and 
steel    companies,  Deere 
does  not  face  overwhelm- 
ing foreign  competition.  Even 
during  this  recession,  its  posi- 
tion as  the  world's 
number  one  maker  of  large 
farm  machinery  has  not 
been  eroded;  it  has,  in  fact, 
actually     gained  market 
share.  The  Japanese  are  a  mi- 
nor, rather  than  a  major,  threat. 
Unlike  the  situation  in  steel,  au- 
tos,  cameras,  consumer  electron- 
ics goods  and  computers,  in  large 
farm  machinery  the  Japanese  do 
not  have  a  mass  domestic  market 
on  which  they  could  build  the 
production  runs  needed  to  com- 
pete with  Deere  across  the  board 
and  around  the  world. 

•  While  Deere  has  been  badly 
hurt  by  the  recession,  its  two  big- 
gest competitors  have  been  all 
but  destroyed.  Both  International 
Harvester  and  Massey-Ferguson 
remain  on  the  brink  of  bankrupt- 
cy. Both  will  survive  in  one  form 
or  another,  but  truncated  and 
with  capital  badly  depleted.  Al- 
though it  remains  a  strong  com- 
petitor, the  J.I.  Case  division  of 


Tenneco  is  a  relatively  small  factor. 

Deere  needs  only  one  thing:  a  major  pickup  in  the  farm 
market. 

To  be  sure,  a  major  pickup  is  not  in  close  sight.  Deere 
has  just  reported  a  net  loss  of  $28.5  million  (for  the  first 
quarter  of  fiscal  1983),  its  first  quarterly  loss  since  it 
suffered  a  six-week  strike  15  years  ago.  Its  big,  efficient 
plants  are  running  at  about  half  of  capacity,  and  its  dealers 
are  jammed  with  $2.7  billion 
worth  of  tractors  and  com- 
bines and  the  like.  In  helping 
its  2,200  dealers  carry  the  bur- 
den, Deere  has  incurred  so 
much   short-term  debt  that 


Cash  and  carryovers 


Farm  equipment  makers  peg  production  to  farmers'  cash  receipts — that  is, 
what  they  get  for  their  crops  plus  any  government  loans.  But  while 
farmers'  revenues  were  still  rising  in  1980,  high  interest  rates  began  taking 
their  toll  on  farmers'  net  income.  The  result:  Nearly  enough  unsold 
tractors  are  already  sitting  on  dealers'  lots  to  take  care  of  total  1983  sales. 

Source:  Federal  Reserve  Hank  of  Chicago,  I  '.S  Department  of  Commerce 
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Moody's  recently  downgraded  its  debt  from  high  single-A 
to  middle  or  low  single-A.  One  way  of  looking  at  the 
ih  ution  is  that  Deere  has  virtually  its  entire  equity 
capital  tied  up  in  inventories.  But  there's  nothing  wrong 
here  that  a  couple  of  good  quarters  won't  cure. 

When  will  the  turn  come?  It  is  probably  at  least  six 
months  away,  and  in  the  worst-case  scenario  could  be  two 
years  away.  But  two  things  are  certain:  Deere's  survival  is 
not  in  any  doubt,  and  when  the  pickup  comes  Deere  will 
be  ready  for  it.  Ready  with  a  vengeance. 

Deere  will  be  ready  because  in  1981  it  completed  a 
seven-year,  $1.8  billion  capital  program  that  has  added 
30%  to  capacity  at  its  factories  in  Waterloo,  Iowa,  the 
company's  largest  manufacturing  complex.  The  new 
plants  are  currently  a  drag  because  they  are  operating  at  an 
uneconomic  level — less  than  50%  of  capacity.  But  when 
the  pickup  comes,  Deere's  automated  new  factories  will 
be  a  tremendous  asset.  "We  think  the  farm  economy  is 
going  to  improve,  and  when  it  does  we  want  to  be  there 
strong,"  says  Deere's  Chairman  and  President  Robert  A. 
Hanson.  Hanson,  58,  succeeded  Chairman  William  A. 
Hewitt  as  chief  executive  last  August,  when  Hewitt,  68, 
became  U.S.  Ambassador  to  Jamaica. 

Hanson  has  solid  grounds  for  optimism,  even  though  he- 
had  to  begin  his  tenure  by  ordering  layoffs.  In  the  past 
three  years,  Deere  has  laid  off  40%  of  its  U.S.  hourly  wage 
force  and  15%  of  its  salaried  staff  worldwide.  Deere  cut 
1982  capital  spending  30%  from  the  amount  originally 
planned.  Hanson  has  presided  over  a  50%  cut  in  the 
quarterly  dividend  (to  25  cents).  To  have  done  less,  given 
the  severity  of  the  slump,  would  have  been  imprudent. 

Deere  went  into  the  farm  downturn  stronger  than  its 
competitors;  it  has  been  number  one  in  tractors  and 
combines  since  the  mid-1960s,  when  it  passed  Interna- 
tional Harvester.  It  will  probably  emerge  from  the  reces- 
sion with  a  position  of  dominance  in  world  markets  al- 
most unique  among  U.S.  companies.  It  has  been  gaining 
market  share  steadily  in  recent  years,  to  where  it  now  has 
a  firm  hold  on  more  than  30%  of  the  high-margined  tractor 
and  combine  market  in  North  America  and  50%  of  the 
market  for  farm  equipment  overall. 

Deere  is  strongly  financed.  Short-term  debt  aside,  the 
company's  balance  sheet  holds  only  $898  million  of  long- 
term  debt,  against  $2.4  billion  of  equity.  Meanwhile, 
Deere's  biggest  competitors,  Harvester  and  Massey-Fergu- 
son,  are  both  crippled  by  years  of  losses.  Lesser  farm 
equipment  participants — the  J.I.  Case  division  of  Tenneco, 
AUis-Chalmers  and  Ford  Motor's  tractor  division — are 
struggling.  The  industry's  burden  of  inventory  of  tractors 
over  40  horsepower  is  96%  of  projected  1983  sales,  but 
Deere's  is  59% — 19%  too  high,  but  manageable. 

Sure,  there  will  be  price  wars  well  into  any  upturn  in 
equipment  sales,  as  manufacturers  work  off  inventory.  But 
Deere  can  play  that  game  better  than  any  of  its  competi- 
tors. First,  it  is  the  industry's  low-cost  producer.  More 
than  half  its  plants  are  less  than  ten  years  old  and  have 
been  enormously  improved  by  the  1975-81  capital  pro- 
gram. Second,  Deere  has  the  finest  customer  base,  the  top 
5%  of  U.S.  farmers  who  enjoy  over  80%  of  the  nation's  net 
farm  income.  These  are  the  big  farmers,  the  ones  who 
typically  work  thousands  of  acres,  not  just  hundreds.  Such 
farmers  own  a  lot  of  expensive  equipment.  They  manage  it 
the  way  any  businessman  manages  his  capital  plant,  with 
an  eye  not  only  to  comfort  and  efficiency  but  to  such 
matters  as  investment  tax  credits  and  amortization.  Once 
they  have  depreciated  a  $150,000  tractor,  typically  over 
five  years,  they  replace  it  with  the  latest  model. 

Deere  has  more  such  customers  than  any  other  farm 
equipment  maker.  And  it  keeps  them  happy  by  attention 


to  service  and  to  the  product.  In  an  industry  regarded  by 
many  outsiders  as  mature  and  unexciting,  Deere  regularly 
spent  a  higher  proportion  of  its  revenues  on  research  and 
development  than  did  General  Electric.  In  recent  years 
Deere  has  been  spending  over  5%  of  sales  on  R&.D,  nearly 
as  much  as  IBM.  And  it  has  been  using  this  research  as  a 
marketing  tool.  If  Deere's  engineers  come  up  with  an 
improvement  in,  say,  troublesome  drive-train  compo- 
nents, the  company  sends  the  improved  part  to  its  dealers 
with  instructions  to  give  it  to  the  customer.  Generous, 
yes,  but  not  a  bad  way  to  build  profitable  customer  loyalty. 
In  the  1970s  Deere  grew  even  faster  than  some  of  the 
electronics  and  computer  leaders,  and  the  company  earned 
an  average  16.8%  return  on  equity,  a  very  healthy  6.7% 
average  net  on  sales,  compared  with  Texas  Instrument's 
5.5%  average  net  on  sales  between  1972  and  1980. 

Deere's  earnings  declined  27%  in  1980,  from  $31 1  mil- 
lion to  $228  million,  as  the  farm  depression  began  after 
President  Carter  embargoed  grain  sales  to  Russia  and  in- 
terest rates  spiraled  to  unprecedented  heights.  Earnings 
last  year  fell  78%,  to  $53  million  (from  $251  million  in 
1981).  But  all  through  it  Deere  neither  cut  nor  slowed  its 
capital  program,  centered  on  the  $600  million  it  spent  to 
build  two  new  plants  and  expand  a  third  in  Waterloo,  Iowa. 
Says  Hanson:  "We're  geared  ^^^^^^^^^^^^^^^ 
to  the  longer-range  view 
around  here." 

But  its  customers'  problems 
are  Deere's  problems,  and  its 
customers  have  plenty  of 
problems.  The  American 
farmer  has  once  again  fallen 
victim  to  his  own  awesome 
productivity.  In  the  absence  of 
expanded  world  markets,  the 
farmer's  output  has  swelled 
government  storage  bins, 
which  hold  at  present  more 
than  a  six-month  supply  of 
some  crops. 

The  glut  is  breaking  the 
farmer's  back.  While  produc- 
tion costs  have  risen  in  the 
past  two  years,  corn  and  cot- 
ton prices,  adjusted  for  infla- 
tion, have  fallen  by  a  third, 
wheat  by  almost  as  much. 
Since  1979  total  farm  cash  re- 
ceipts— what  farmers  get  for 
their  crops  in  the  marketplace 
plus  any  government  loans — 
have  risen  much  more  slowly 
than  has  the  rate  of  inflation: 
up  6%  in  1980,  3%  in  1981 
and  a  mere  1%  in  1982,  to 
$142  billion. 

In  short,  the  farmer  is  bear- 
ing a  heavy  share  of  the  bur- 
den of  ending  inflation;  the 
farmer  is  at  the  cutting  edge  of 
the  deflationary  forces. 

Farm  equipment  makers 
watch  cash  receipts  closely. 
Historically,    receipts  have 


John  Deere  Chairman 
Robert  A.  Hanson 
"We're  geared  to  the  longer- 
range  view  around  here." 
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proven  to  be  a  reliable  indicator  of  future  sales.  When 
farmers  see  prospects  for  higher  returns,  they  tend  to  step 
up  their  equipment  buying.  The  gains  that  cash  receipts 
registered  in  1980  and  1981  at  first  appeared  encouraging. 
But  they  were  more  than  offset  by  farm  equipment  overca- 
pacity (see  chart  p  /I'D,  by  subsequent  serious  price-cut- 
ting and  by  the  Carter  Administration's  unsuccessful  grain 
embargo.  The  strong  dollar  hasn't  helped  either,  as  U.S. 
crops  struggle  to  compete  in  world  markets. 

Net  farm  income — what  farmers  have  to  live  on  after 
paying  production  expenses — has  declined,  in  real  dollars, 
for  the  past  decade.  Adjusting  for  inflation,  it  will  amount 
to  about  $5  billion  this  year,  down  75%  since  1973,  again 
mainly  because  of  overproduction. 

Tlhe  Reagan  Administration's  answer  to  the  problem  is 
the  payment-in-kind  (PIK)  program.  Under  the  plan  the 
Agriculture  Department  will  pay  farmers  to  idle  up  to  half 
the  number  of  acres  they  would  otherwise  plant  this  year. 
Part  of  the  payment  will  be  in  cash,  but  most  of  it  will  be 
in  certificates  representing  farmers'  share  of  surplus  crops 
that  are  costing  the  government  billions  in  annual  outlays 
for  price-support  programs  and  storage.  Farmers,  in  turn, 
will  cash  in  the  certificates  at  their  normal  harvest  times. 
Before  PIK  was  unveiled  in  fanuary.  it  looked  as  if  the 


carryover  grain  stocks  would  continue  killing  prices. 

If  enough  farmers  go  along  with  the  PIK  program,  it 
could  take  more  acres  out  of  production  in  1983  than  at 
any  other  time  in  history.  This  would  mean  at  least  one 
more  rough  year  for  farmers  and  farm  suppliers.  Once 
government  surpluses  arc  brought  under  control,  however, 
farm  prices  should  respond  quickly.  "We  should  see  some 
real  improvement  in  1984,  or  possibly  1985,"  says  Richard 
Pottorff,  manager  of  agriculture  services  for  Data  Resourc- 
es, Inc.,  a  Lexington,  Mass.  economic  consulting  firm. 

When  the  turn  comes,  there  will  be  pent-up  demand. 
With  its  staying  power,  Deere  is  prepared  for  those  farmers 
it  figures  have  been  waiting  to  replace  their  older  trac- 
tors— which  can  easily  guzzle  up  to  100  gallons  of  diesel 
fuel  a  day — with  more  efficient,  mechanical  front-wheel- 
drive  models.  Deere  brought  out  a  new  line  of  these 
tractors  last  fall.  Although  Ford  Motor  and  White  Motor 
were  already  in  the  market,  they  had  none  in  the  medium- 
price,  $50,000-to-$75,000  range  targeted  by  Deere.  Deere's 
models  also  contained  a  patented  new  feature — front 
wheels  that  tilt,  allowing  the  farmer  to  make  tighter  turns. 
Deere  also  added  a  15-specd,  "power-shift"  transmission 
(no  clutch,  allowing  the  farmer  to  move  more  easily  over 
varying  terrain).  And  to  chase  the  recession  blues  away, 
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roduced  the  new  tractors  to  its  2,200  North 
American  dealers  in  two  days  of  festivities  in  the  New 
Orleans  Superdome. 

I  he  New  Orleans  gala  cost  Deere  more' than  $1  million, 
but  last  year  the  company  helped  its  dealers  even  more 
substantially  hy  waiving,  in  somecascs  until  |uly  ISM.},  the 
payments  to  the  parent  that  its  dealers  otherwise  would 
have  owed  on  unsold  equipment.  Cost:  an  estimated  $5.5 
million  in  interest  income.  Could  Ford,  to  say  nothing  ol 
in  ii  bankrupt  Massey  and  Harvester,  match  that? 

More  important  still,  in  the  long  run,  are  the  moves 
I  >eere  has  made  in  recent  years  for  its  dealers'  future 
competitiveness  and  for  its  own  worldwide  position  m 
Waterloo,  Iowa.  There,  it  has  erected  three  automated 
"focused  factories"  (two  are  newly  built,  the  third  was 
expanded)  to  produce  engines  and  parts  for  tractors  and 
some  of  Deere's  industrial  equipment/  and  for  its  sister 
factories  in  the  U.S.  and  overseas. 

With  the  new  plants  in  place,  Deere  has  expanded  its  farm 
equipment  capacity  by  almost  one-third,  while  making  it 
much  more  efficient.  The  centerpiece  of  the  complex  is  the 
2.1 -million-square-foot  tractor  assembly  plant,  which 
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"Nothing  runs  like  a  Deere" 

Deere  used  profits  from  its  cash-rich  years  of  the  1970s  to  build  state-of- 
the-art  factories,  while  its  competitors  struggled  for  life.  When  sales  pick 
up,  Deere  could  leap  further  ahead. 

Sount  Weiibelni  «■-  Co 

turns  out  all  of  Deere's  l()()-horscpowcr-and-up  tractors.  Its 
smaller,  "utility"  tractors  of  between  45  and  85  horsepower 
are  manufactured  at  Deere's  overseas  plant  in  Mannheim, 
West  Germany.  There  is  an  engineering  center  in  Waterloo 
equipped  with  the  latest  in  computer-aided  design  and 
testing  geai  Says  Larry  Hollis,  a  vice  president  with  the 
Milwaukee  brokerage  firm  of  Robert  W.  Band  &  Co., 
"They're  probably  some  of  the  most  up-to-date  manufac- 
turing facilities  in  the  world,  in  any  industry." 

Throughout  the  plants,  there  are  huge,  flexible  manu- 
facturing systems,  a  series  ot  numerically  controlled 
(computerized)  machining  centers,  directed  by  computers 
housed  high  above  the  factory  floor.  Several  of  these 
systems  have  armlike  indexers  with  magazines  that  hold 
up  to  69  tools  eat  h  foi  performing  multiple  operations.  In 
1981  the  cost  ol  putting  in  one  of  these  systems  was  about 
$16  million.  But  the  savings  arc  considerable.  As  just  one 
example,  the  company  estimates  that  the  automated 
press  operations  used  to  make  battery-box  covers  let  it 
manufacture  the  covers  at  43%  lower  cost  than  cutting, 
shirring,  blanking  and  pressing  them  the  old  way.  Deere 


estimates  a  40%  reduction  in  materials  handling  ant 
inventory  costs,  thanks  to  a  computer  system  that  keep' 
track  of  what  is  in  the  pipeline,  and  automated  device; 
that  pluck  parts  from  high-rise  storage  bins  and  deliver 
them  to  the  production  lines. 

Pause  a  moment  to  ponder  those  percentages.  The  in 
dustry'S  low-cost  producer  has  expanded  capacity  whih 
nearly  halving  some  manufacturing  expenses.  The  break 
even  ratio  at  Waterloo  is  very  near  50%  of  capacity.  Wit! 
Waterloo  in  operation,  Deere  has  the  opportunity  to  tak< 
nearly  all  the  business  worth  having  in  the  North  Amen 
can  farm  market,  with  no  competitor  able  to  come  evei 
close  to  matching  Deere's  costs. 

Beyond  North  America,  there  are  indications  that  Decn 
is  ready  to  take  a  position  in  world  markets  comparable  u 
its  position  at  home.  Deere's  share  of  market  overseas  i: 
usually  on  the  order  of  10%,  a  pale  shadow  of  its  Nortl 
American  dominance.  This  may  be  about  to  change  unde 

Hanson  and  his  top  lieuten 
ants,  all  ot  whom  are  trainci 
in  international  operations. 

Hanson,  a  graduate  o 
small,  liberal -art  s-oncntci 
Augustana  College  in  Rod 
Island,  111.,  spent  the  first  10  of  his  3', 
years  with  Deere  in  overseas  oper 
ations  in  Nicaragua,  Guatemala  an< 
Venezuela.  By  1966  he  was  handlinj 
marketing  chores  for  all  of  the  com 
pany's  products  in  Europe,  Afric, 
and  the  Middle  East. 

A  relative  latecomer  to  interna 
tional  markets,  Deere  was  more  thai 
a  decade  behind  Ford,  Massey-Fergu 
son  and  Harvester  in  Europe.  Ii 
recent  years  it  has  added  dealers.  Be 
tween  1974  and  1980  it  invcstci 
$250  million  to  upgrade  manufactur 
ing  facilities  and  improve  produc 
support,  including  the  addition  thi 
year  of  a  new,  highly  automate! 
parts  distribution  depot  in  Bruchsal 
West  Germany. 

In  Mexico,  Deere  had  to  sell  51°/ 
of  its  Monterrey  facility  to  Mexicai 
nationals,  but  it  is  staying  on  wit! 
49%  ownership.  "It's  a  big  countr 
with  a  lot  of  people  to  feed,"  say 
Hanson.  "As  long  as  farmers  grow  grain,  farmers  are  goin; 
to  buy  tractors." 

Deere's  overseas  factories,  as  a  group,  have  recently 
managed  a  small  profit.  Neel  Hall,  senior  vice  president  to 
overseas  operations,  thinks  the  company  may  be  close  ti 
turning  the  corner.  "We  now  have  the  infrastructure  ii 
place,  for  the  first  time,"  he  says. 

The  leverage  inherent  in  this  situation  has  not  gon< 
unnoted  by  sophisticated  investors.  In  spite  of  the  red  in) 
it  is  currently  oozing,  Deere's  stock  is  up  50%  from  las 
summer's  lows.  But  the  market  as  a  whole  shows  scan 
interest  in  the  stock.  It  sells  at  a  discount  from  book  valu> 
and  at  a  price  that  is  modest  in  terms  of  the  overall  quahr 
of  the  company's  balance  sheet,  its  products  and  its  mar 
ket  posiition.  Trouble  is,  the  real  value  in  Deere  is  unquan 
tillable.  How  do  you  quantify  prospects  for  dominatin; 
financially  and  technologically  one  of  the  world's  mos 
basic  and  necessary  industries?  Deere  is  not  a  stock  to 
people  who  put  then  store  in  quarterly  earnings  trends 
But  tor  fundamentalists  with  a  slight  contrarian  tinge,  it  i 
one  ol  the  more  interesting  big  companies  around.  ■ 


FORBES,  MARCH  14.  198 


"Get  through  to 
the  good  times" 


Bob  Twait  bought  his  John  Deere  dealership  in 
Oswego,  III.,  40  miles  west  of  Chicago  in  prime 
cornbelt  country,  in  1970.  That  year  he  sold 
some  $750,000  worth  of  Deere  equipment  and 
made  a  profit.  Last  year  Twait's  sales  hit  $2.5 
million,  but  for  the  first  time  in  13  years,  he  lost  money. 
Since  last  fall,  with  farmers  in  his  area  getting  $2  per 
bushel  for  corn  that  cost  them  about  $2.34  per  bushel  to 
raise,  Twait  has  been  spending  as  much  time  in  morale 
boosting  and  financial  advising  as  in  hard  selling.  His 
biggest  obstacle  is  convincing  the  farmer  that  he  can  afford 
to  buy  a  new  $120,000  combine  or  a  $135,000  tractor 
"You've  just  got  to  get  the  attitude  of  the  farmer  turned 
around,"  says  the  39-year-old  Twait,  "to  realize  that  if  he's 
going >to  keep  farming,  he's  got  to  look  ahead." 

Tough  as  the  times  are,  they  would  be  tougher  still  if  John 
Deere  had  not  been  providing  cushions  for  dealers  like  Twait 
and  incentives  for  customers  like  Bruce  Brisbin,  49,  who 
farms  1,500  acres  of  corn  and  soybeans,  with  revenues  last 
year  of  about  $500,000.  A  year  ago  Brisbin  came  into  Twait's 
and  bought  Deere's  latest  and  biggest  tractor,  the  375-hp 
Model  8850.  Brisbin  loaded  it  with  $  1 8,000  worth  of  options 
such  as  a  1,000  rpm  independent  power  take-off,  allowing 


him  to  pull  spray  equipment  or  a  corn  chopper.  The  8850  has 
eight  wheels  instead  of  four,  giving  more  traction,  and  a 
hitch  heavy  enough  to  pick  up  other  equipment.  Total  price: 
$135,000.  The  options  are  all  for  boosting  productivity,  not 
for  show  or  comfort.  Farming  is  a  business. 

And  because  he's  in  a  buyer's  market  these  days,  farmer 
Brisbin  got  good  credit  terms.  Deere's  credit  subsidiary  gave 
Brisbin  a  loan  for  $75,000  and  Twait  gave  him  $60,000  for 
his  old  tractor.  The  terms:  the  first  six  months  interest-free. 
The  rate  after  that  will  be  17.9%  through  the  four-year 
contract.  But  there  is  a  twist.  Each  yearly  payment  will  cost 
Brisbin  17.9%  on  the  principal.  Deere's  cost  of  money, 
however,  is  significantly  lower  tocfoy.  So  it  will  credit  the 
difference — currently  5.5% — toward  the  outstanding  bal- 
ance. It  should  be  enough  to  cover  Brisbin's  last  scheduled 
payment  on  the  loan.  His  first  payment  is  not  due  Deere 

John  Deere  dealer  Bob  Twait  (left)  and  customer  Bruce 
Brisbin  at  Twait's  dealership  in  Oswego,  111.  The 
combine  they  are  looking  over  is  the  1983  edition  of 
Deere's  top-of-the-line  Model  8820/  which  sells  for  a  base 
price  of  $95,000.  That  comes  to  $10,000 
more  than  last  year's. 
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Depending  on  what  implement  is  hitthe 
to  it,  tractors  like  Deere's  Model  4850  pi i 
the  land,  prepare  the  furrows  for  plantin; 
and  plant  the  seeds.  Price:  S68,000.  It  ha 
says  Twait,  four-wheel  drive  so  "you  car 
cover  more  acres  per  hour  because  there 
less  slippage"  and  a  15-speed  transmissit 
(above)  so  the  farmer  doesn't  have  to  sto 
cold  to  shift.  It  also  has  cambered  wheel 
for  maneuverability,  a  computer  read-ou 
in  the  cab  to  monitor  the  engine  and  col 
coded  wiring  so  Twait's  serv  ice  departmt 
can  troubleshoot  quickly. 


W  ith  1,500  acres  of  corn  and  soybeans  to  work, 
Bruce  Brisbin  spent  S  135,000  for  the  top-of-the-line 
8850  tractor  fright),  able  to  pull  double  the  load  of 
the  4850.  "It  cuts  manpower,  fuel  and  operating 
costs. "  savs  I  wait.  "It  also  has  the  quietest  cab,  with 
conveniences  like  back  support  and  hvdracushion 
seat."  These  are  important  to  Brisbin  who,  during 
planting,  spends  from  dawn  to  midnight  in  his  8850. 
The  turbocharged,  °55-cu.-in.  V8  engine  (below)  can 
pull  a  plow  capable  of  cutting  16  furrows  in  one  go. 
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"Deere's  interest 
waivers  are  going 
to  carry  us 
over  this  time" 


^^^^^^  i! 


M 


Brisbin  bought  the  8820  Deere  combine  (above),  which 
picks  the  corn,  strips  the  cob,  conveys  the  kernels  into  a 
bin  on  top  of  the  combine  and  the  stalks  back  onto  the 
field.  It  also  cuts  and  threshes  soybeans,  sorting  the  beans 
from  the  stalk,  sending  them  up  to  the  bin  while  the 
stalks  go  back  to  the  field.  The  8820  sells  for  "in  excess  of 
$95,000,  depending  on  the  size  of  the  corn  heads"  (or 
pickers),  says  Twait.  Why  spend  that  kind  of  money  when 
it's  only  needed  once  a  year  for  corn,  twice  for  wheat  and 
you  could  rent?  Because  a  farmer's  crop  income  is  based 
on  harvesting  on  time — when  the  wheat  is  ripe,  when  the 
corn  is  dried  down.  Leaving  something  that  important  to 
chance  can  make  you  an  ex-farmer. 
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until  March  1984,  but  it  will  be  a  whopper:  It  will  cover  two 
years  of  principal  and  18  months  of  interest.  In  the  mean- 
time, he  can  depreciate  the  tractor  on  his  income  taxes. 

Cash  is  tight,  even  for  Brisbin.  His  income  declined 
about  20"..  List  vear.  How  could  he  afford  to  buy  a  new 
tractor  in  the  spring?  "Deere's  interest  waivers  and  ex- 
tended payments,  things  like  that,  are  going  to  carry  us 
over  this  time  of  low  grain  prices.  But  in  turn,  Deere  has 
sold  a  lot  of  iron,"  Brisbin  says.  He  figures  buying  the 
tractor  actually  saved  him  money.  This  tractor  does  the 
work  but  in  half  the  time  of  two  men  running  two  smaller 
tractors.  That  saves  him  about  $22,000  per  year  in  wages. 

I  Deere  tractors  iditionally  hold  then  value.  Says 
Brisbin:  "What  I  pay  out  for  the  tractor  over  four  years  is 


A  facsimile  of  Brisbin's  bill  of  sale  for  the  8850 — with 
$18,000  worth  of  options,  such  as  the  extra  wheel  Brisbi 
is  leaning  on.  Brisbin  made  the  investment,  even  thougl 
his  income  declined  last  year,  because  it  cuts  his  costs. 
Crucial  in  the  deal  were  Deere's  cushions  and  incentive 


what  1  will  probably  get  for  it  in  trade." 

On  the  other  side,  Twait  has  his  payment  from  Brisbi: 
That  Deere  won't  get  any  cash  from  Brisbin  and  farme 
like  him  until  1984  strikes  Twait  as  the  price  you  pay  i 
take  the  long  view:  "The  incentives  have  lowered  ca; 
flow  this  year,  but  they've  kept  Deere  on  top.  They  a: 
doing  the  same  thing  Bruce  Brisbin  is  doing,  that  I'i 
doing — trying  to  get  through  to  the  good  times." 

Like  an  auto  dealer,  Twait  also  finances  and  sells  use 
equipment  that  he  takes  in  trade.  It  took  him  seve 
months  to  resell  Brisbin's  tractor.  He  ended  up  losir 
$4,000.  "We're  losing  money  on  lots  of  trade-in  sales  the; 
days,  but  you  have  to  move  that  iron  to  make  room  for  tf 
new  stuff,"  says  Twait,  resignation  in  his  voice. 

It's  a  tough  wait  for  Twait,  who  invested  about  $100,0C 
when  he  founded  his  dealership  with  another  Deere  deal 
as  a  partner.  He  later  bought  out  his  partner,  putting  up  h 
current  building  just  off  Route  34  for  $500,000  beginnir 
in  1974.  Combines  and  tractors  have  been  sitting  on  tf 
back  lot  for  a  year  now.  In  1979,  the  last  good  year  for  fan 
equipment  sales,  the  dealer's  average  turn  on  invcntoi 
was  about  five  months. 

At  that  time,  Deere's  credit  subsidiary  would  financ 
Twait's  new  tractor  inventory  interest-free  for 
months,  then  for  another  4  months  with  interest.  No 
Deere  carries  him  interest-free  for  12  months  and  f< 
another  6  months  with  interest.  After  that,  Deere  wan 
its  money.  "It  gnaws  on  you,"  says  Twait,  who  grew  up  c 
a  farm  20  miles  west  of  Oswego.  But  he's  seen  bad  tim< 
before — his  first  job  in  a  Deere  dealership  was  sweepir 
floors  at  age  eight — and  knows  that  nothing,  not  even  hai 
times,  lasts  forever.  That  (see  story,  p  II1))  should  I 
especially  true  if  you're  a  Deere  dealer. — L.G. 
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tur\  i  iimui  i  y:  merirsionncurtN  world  Five  Cs-thc  criteria  tor  evaluating  any  information  management  system. 


To  a  world  of  rapid  obsolescence. 
Northern  Tblecom  brings  continuity 


These  days,  most  organizations  realize 
how  important  it  is  to  manage  infor- 
mation effectively. 
But  frequently  there  are  difficulties 
in  making  decisions  about  data  processing 
and  communications,  voice  communi- 
cations, word  processing,  and  the  handling 
of  graphic  information.  Obsolescence  is  a 
constant  threat.  Every  month  new  products 
are  introduced  claiming  new  technology, 
more  features,  or  a  lower  relative  price. 
And  your  organization's  needs  are  also 
changing.  How  can  you  be  sure  that  the 
system  you  invest  in  will  grow  with  you? 

Continuity,  the  ability  to  accommodate 
technological  advances  without  obsoles- 
cence, is  therefore  a  key  criterion  for  evalu- 
ating any  information  system. 

OPEN  World: 
ourcommitment  to  continuity. 

Northern  Telecom  has  introduced  the 
OPEN  World*— a  rational  approach  to  the 
planning  and  building  of  information  sys- 
tems. It's  a  world  where  technology  grows 
instead  of  ages.  A  world  of  continuity. 

As  a  prime  supplier  to  the  telephone 
industry  for  a  century,  we've  always  made 
sure  that  every  element  and  every  tech- 
nology added  to  the  telephone  system 
works  with  what's  already  in  place.  We 
don't  out-date.  We  evolve. 

For  example,  when  we  first  introduced 
our  SL-1*  digital  business  communications 
system,  most  customers  used  it  only  for 
voice  communications.  But  today,  with 
continuous  evolution, 
it  has  become  an 


An  example  of 
continuity:  we 
have  evolved 
the  telephone 
network  to  allow 
yesterday's 
equipment  to 
work  as  effec- 
tively as  today's. 


advanced 
controller  for 
many  forms  of  communication  —  voice, 
data  and  text.  We've  added  more  than  300 
new  features  which  have  increased  its 
capabilities— and  its  value  to  its  users. 
SL-l's  already  in  service  can  be  modified  to 
provide  these  features.  Similarly,  SL-l's 
put  into  service  today  will  be  able  to  ac- 
commodate the  developments  of  tomorrow. 


It  is  this  element  of  continuity,  coupled 
with  the  most  advanced  digital  technology, 
that  has  made  the  SL-1  the  most 
successful  digital 
business  communi- 
cations system 
in  the  world. 

It  is  this 
element  of 
continuity  that 
makes  the 
SL-1  the  effec- 
tive "hub" or 
controller  of 
the  integrated 
office  system  in 
the  OPEN  World. 
Northern  Telecom's 
DM  S*  digital  central 
office  switch  can  also  act  as  an 
effective  system  controller. 

In  the  OPEN  World,  the  only  thing  to 
become  obsolete  will  be  obsolescence  itself. 

The  other  OPEN  World  Five  C's. 
There  are  four  other  key  criteria: 
Compatibility — 
Components  and  sys- 
tems from  many 
manufacturers  must 
be  able  to  work 
together. 

Congeniality — 

Systems  and  equip- 
ment must  be  attrac- 
tive and  easy  to  use. 
Control— 
You,  not  a  supplier, 
should  be  able  to 
control  the  designing, 
building  and  opera- 
tion of  your  system. 
Cost 

effectiveness — 

The  bottom  line. 
You  should  gauge 
short-  and  long- 
term  effects  on 
your  company's 
profitability. 

With  Continuity, 
these  are  the  Five  C's,  the  foundation 
of  our  commitment  to  the  OPEN  World  — 
rational,  cost-effective  approach  to  infor- 
mation management. 

For  more  information,  write  OPEN 
World,  Northern  Telecom  Inc.,  259 
Cumberland  Bend,  Nashville,  TN  37228. 


Integrated 
Messaging 
Service  is  the 
latest  of  300 
features  added 
to  the  SL-1  dur- 
ing its  continu- 
ing evolution 


The  OPEN  World 
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OPEN  World.  For  information  management,  it's  the  best  of  all  possible  worlds. 


mark  of  Northern  Telecom  Limited 


kwell  International  know-ho 
Sophisticated  systems  for 
improved  printing  production. 


IJIJl  Rockwell 


When  newspapers  and  printers  want  to 
increase  productivity  and  improve  print  quality, 
they  automatically  look  to  Rockwell  International 
leadership:  Today  our  Goss  offset  presses  print  two 
out  of  three  major  U.S.  daily  papers,  and  a  growing 
number  of  other  newspapers  and  commercial 
printers  worldwide  also  are  using  Goss  equipment. 

In  our  General  Industries  businesses,  the 
Graphic  Systems  Division  put  our  sophisticated 
know-how  to  work  to  create  a  totally  integrated 
systems  approach  to  printing  production.  Through 
iliMK&hation  of  our  "state-of-the-art"  electronics 


and  offset  press  technologies,  we've  developed  a 
automated  process  that  controls  and  monitors  e\ 
step  of  production  from  handling  giant  rolls  of  pa 
to  bundling  finished  newspapers. 

In  General  Industries,  Rockwell  is  a  lead< 
in  industrial  valve  technology  and  in  gas  and  w£ 
metering  equipment.  And  we're  applying  our 
technology  to  the  development  of  alternative 
energy  sources. 

General  Industries  is  one  of  the  vital 
businesses  at  Rockwell  International,  a  $7  billioi 
worldwide,  multi-industry  company.  We're  at  tl 


(BALTIMORE  Sl'NPAPLRS  INSTALLATION) 


iing  edge  of  technology  in  our  other  principal 
inesses  as  well:  Aerospace,  Electronics  and 
tomotive. 

Furthermore,  to  manage  these  technologies, 
ve  developed  systems  that  are. as  advanced  as  the 
mologies  themselves. 

We've  put  the  right  engineering  and 
nufacturing  teams  together  with  the  right 
nagement  to  meet  many  of  the  world's 
>recedented  challenges. 


If  you  are  interested  in  any  of  the  products  of 
Rockwell  International  or  want  to  learn  more  about 
us,  write:  Rockwell  International,  Department  815  R-4, 
600  Grant  Street,  Pittsburgh,  PA  15219. 


Rockwell  International 

...where  science  gets  down  to  business 

Aerospace/Electronics 
Automotive/General  Industries 


The  Up  &  Comers 


he  only  advanced-degree  holder  at  Mi- 
cron Technology'  is  a  lawyer.  So  how  could 
this  company  lead  the  whole  world  in  high- 
tech, 64K  computer  memory  chips? 


Idaho's  new 
breed  of  RAMs 


nation's  largest  private  companies. 

The  locale  is  east  of  Boise,  along  a 
rocky  deserted  stretch  of  Route  84 
cluttered  with  trailer  parks  and  used- 
car  lots.  Silicon  Valley  it  isn't.  Here, 
dynamic  RAMs  could  only  mean 
oversexed  male  sheep.  Yet,  two  years 
ago  a  bunch  of  rich  farmers  and  busi- 
nessmen, shepherded  by  J.R.  Simplot, 
helped  finance  a  team  of  semiconduc- 


By  George  Gilder 


Idaho.  It's  a  land  of  entrepreneur- 
ial dreamers.  The  late  Farris  Lind, 
paralyzed  for  20  years,  made  his 
Fearless  Farns  Stinker  Stations  into 
the  state's  largest  oil  company.  J.R. 
Simplot  at  the  age  of  14  raised  pigs 
during  the  farm  depression  of  the  1 920s 
and  parlayed  the  profit  into  one  of  the 


tor  engineers  to  change  Micron  Tecl 
nology  from  a  tiny  consulting  fin 
into  a  manufacturer  of  commodit 
memory  chips. 

It  took  just  those  two  years  for  tr 
venture  to  succeed.  Early  in  Januai 
Micron  made  a  technological  brea! 
through  in  the  fiercely  competitn 
field  of  dynamic  RAMs,  random  a 
cess  memories  for  computers. 

It's  a  field  in  which,  over  the  pa 
five  years,  the  governments  of  foi 
countries  and  a  score  of  the  world 
most  prestigious  high-technoloj 
companies  have  spent  some  S5  billic 
to  develop  a  new  generation  of  RAN 
like  Micron's.  The  new  RAMs  eac 
can  hold  64  kilobits  (the  smallest  un 
of  information  in  a  computer),  con 
pared  with  the  earlier  16-kilob 
chips.  Quadrupling  a  chip's  memoi 
circuitry  on  a  fingernail-size  chip  h; 
posed  formidable  technical  cha 
lenges.  Overcoming  them  will  mo\ 
the  U.S.  toward  world  technologic, 
leadership  in  the  1980s. 

The  Japanese  had  taken  an  eari 
lead.  In  1981,  with  the  help  of  a  $4C 
million  research  and  development  co 
laboration,  Japanese  companies  ca] 
tured  some  70%  of  the  64K-chip  ma 


Micron  Chairman  Ward  Parkinson;  bis  twin,  President  Joseph  Parkinson;  chip  designer  Douglas  Pitman  and  financier  J  R  Simple 
Silicon  Valley  it  isn't.  Here  dynamic  RAMs  usually  means  oversexed  male  sheep. 
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TO  MORE  OF  THE  ORIENT... 
FROM  MORE  OF  AMERICA... 
THAN  ANY  OTHER  AIRLINE. 


OUR  WAY:  FASTEST 
FROM  MOST  U.S.  CITIES. 

14  NONSTOPS  EVERY  WEEK. 
NEW  YORK  —  TOKYO 
CHICAGO  —  TOKYO 
CHICAGO  —  SEOUL 

'Beginning  April  24,  1983. ) 

SEATTLE/TACOMA  —  TOKYO 
SEATTLE/TACOMA  —  SEOUL 
LOS  ANGELES  —  TOKYO 
HONOLULU  —  TOKYO 
HONOLULU  —  OSAKA 

•  The  most  nonstop,  direct  and 
connecting  flights  going. 

•  Service  from  56  cities  throughout  the  U.S. 

•  Service  to  TOKYO  •  OSAKA  •  SEOUL 

•  OKINAWA  •  GUAM  •  TAIPEI  •  MANILA 

•  HONG  KONG 


THE  ONLY  SLEEPER  SEATS  IN 
ANY  BUSINESS  CLASS. 


The  sleeper  seats  on  the  private  upper 
deck  of  our  all-747  international  fleet  are 
exclusively  for  Executive  Class  passengers. 

Sleeper  seats  in  Executive  Class  are  limited 
and  must  be  reserved  in  advance.  Or,  you 
can  choose  separate  preferred  seating  on 
our  main  deck  with  movies  and  much  more. 

And  every  First  Class  passenger  enjoys  a 
sleeper  seat. 


OUR  FIRST  CLASS  AND  EXECU- 
TIVE CLASS  INTERNATIONAL 
PASSENGERS  ENJOY: 

•  First  Class  travel  on  connecting 
Northwest  Orient  domestic  U.S.  flights. 

•  Privileged  check-in  and  baggage 
handling. 

•  Regal  Imperial  dining  with  choice  of 
wines  and  entrees. 

•  Complimentary  cocktails  and  stereo 
headsets. 

For  flight  information  and  reservations  on 
America's  fastest,  easiest  way  to  the  Orient, 
call  your  travel  agent,  corporate  travel 
department  or  Northwest  Orient. 


OUR  WAY:  Serving  more  of  the 
Orient . . .  from  more  of  America 
than  any  other  airline. 


^NORTHWEST  ORIENT 


THE  WORLD  IS  GOING  OUR  WAY. 


The  Up  &  Comers 

 I 

B)  1982  two  U.S.  companies,  Tex- 
rruments  and  Motorola,  at  last 
.:c_  to  begin  volume  production. 

They  quickly  brought  the  U.S.  mar- 
ket share  to  40%.  But  Motorola's 
chip,  known  in  the  industry  as  the 
"postage  stamp,"  was  large  and  ex- 
pensive to  manufacture.  TI's  chip  ran 
into  a  temporary  production  problem 
in  late  1982.  Other  U.S.  semiconduc- 
tor firms,  such  as  Intel,  National 
Semiconductor  and  Mostek,  failed  to 
get  their  64Ks  into  volume  produc- 
tion until  late  1982. 

In  all  the  turmoil,  Micron  in  1982 
quietly  shipped  over  1  million  chips, 
about  lVz%  of  the  market.  Semicon- 
ductor guru  Ben  Rosen  calls  Micron's 
product  "the  best  combination  of  die 
size  and  cell  capacity"  in  the  industry. 
Like  a  compact  car,  it  was  big  on  the 
inside  and  small  on  the  outside.  Forty 
percent  smaller  than  Motorola's  chip 
and  15%  smaller  than  Hitachi's,  the 
Micron  chip,  at  33,000  square  mils  (a 
mil  is  1/1000  of  an  inch!,  about  half 
the  size  of  a  fingernail,  has  bigger  and 
easier-to-read  individual  memory- 
cells.  Micron's  feat  brought  semicon- 
ductor engineers  from  around  the 
world — Americans,  Swedes,  Germans 
and,  of  course,  lapanese — to  Boise  to 
marvel  and  negotiate  rights. 

Then,  mst  two  months  ago,  Micron 
Chairman  Ward  Parkinson  and  his 
twin  brother,  Micron  President  Jo- 
seph Parkinson,  announced  a  new  tri- 
umph: the  shrinkage  of  their  chip  to 
22,000  square  mils,  about  half  the  size 
of  Japan's  bestsellers,  about  a  third 
smaller  than  TI's.  As  chip  sizes 
shrink,  manufacturing  costs  drop.  In 
volume  production,  Micron  should 
soon  boast  by  far  the  lowest  unit  cost 
in  the  industry. 

Micron's  success  dispels  some 
myths  about  semiconductor  leader- 
ship. The  chip  was  not  a  creation  of 
high-powered  engineers  with  ad- 
vanced degrees;  the  only  truly  ad- 
vanced degree  at  Micron  is  held  by  Joe 
Parkinson,  who  has  a  master's  from 
Tulane — in  tax  law.  Many  at  the  top 
at  Micron  are  college  dropouts,  or,  in 
the  case  of  J.R.  Simplot,  a  high  school 
dropout.  The  most  significant  techni- 
cal contribution  to  the  Micron  chip 
came  from  Douglas  Pitman,  a  32- 
year-old  circuitry  layout  designer 
who,  confounded  by  the  demands  of 
abstract  mathematics,  dropped  out  of 
Idaho  State  after  two  years. 

After  a  four-month  course  that  he 
completed  in  two  months  in  semicon- 
ductor circuit  design.  Pitman  went  to 
Mostek,  where,  says  Intel  founder 


Robert  Noyce,  "He  laid  out  every 
high-volume  runner  Mostek  had,"  in- 
cluding the  industry  standard  16K 
RAM.  Recognized  as  the  top  layout 
man  in  the  profession,  Pitman  longed 
to  bring  his  talents  back  home  to  Ida- 
ho. He  tumped  at  the  chance  to  move 
to  Boise  with  his  former  Mostek  col- 
league Ward  Parkinson  during  the 
tensions  preceding  Mostek's  takeover 
by  United  Technologies. 

The  long  and  exacting  task  of  de- 
signing a  physical  layout — defining 
the  location  and  arrangement  of  hun- 
dreds of  thousands  of  cells  and 
switches  and  connections  on  a  chip — 
is  a  job  for  an  individual,  not  for  the 
armies  of  engineers  and  computer- 
aided  design  systems  marshaled  by 
most  companies.  Or  so  Pitman  be- 
lieves. But  Pitman  is  freely  termed  a 
genius  at  both  Mostek  and  Micron. 
He  intuitively  keeps  a  chip's  scheme 
and  symmetry  in  mind,  while  at  the 
same  time  working  out  the  three-di- 
mensional intricacies  and  electrical 


Micron  has  defied  the  dog- 
ma that  a  commodity  mem- 
ory product  cannot  succeed 
without  "qualification"  by 
mainframe  computer  giants. 


variations  of  its  ten-layered  parts. 
Symmetry  and  consistency  are  crucial 
to  chip  layout.  A  symmetrical  design, 
with  parts  that  tend  to  react  to 
changes  in  a  balanced  and  predictable 
way,  is  far  easier  to  revise  and  to  min- 
iaturize than  a  chip  with  a  variety  of 
special  design  solutions,  however 
brilliant.  But  it  is  difficult  to  achieve 
symmetry  and  consistency  in  com- 
mittees of  layout  designers. 

An  article  of  faith  in  the  semicon- 
ductor industry  holds  that  the  time 
for  startups  in  main-line  semiconduc- 
tor products  has  passed.  The  industry' 
has  become  prohibitively  capital-in- 
tensive. An  entrepreneur,  the  experts 
say,  needs  at  least  S50  million  to  cre- 
ate an  adequate  fabrication  line. 

Yet  Micron  achieved  its  break- 
through for  less  than  S20  million, 
about  one-fifth  of  the  money  laid  out 
by  each  of  its  rivals  in  the  U.S.  and 
Japan.  Micron  did  forego  the  most  ad- 
vanced and  expensive  manufacturing 
technology,  such  as  S3  million  wafer 
steppers  [for  molding  semiconductor 
chipsl,  long  thought  indispensable  to 
the  new  generation  of  chips.  More- 
over, Micron,  despite  its  RAM  break- 
through, is  not  alone  as  a  major  start- 
up in  semiconductor  memories.  Two 
spinoffs  from  Intel  in  Silicon  Valley, 
Gordon  Campbell's  Seeq  and  Raphael 


Klein's  Xicor,  have  achieved  impre 
sive  momentum  and  creativity  c 
early  investments  of  well  under 
million  in  the  growing  markets  f< 
nonvolatile  memories  that,  unhl 
the  usual  RAMs,  keep  their  data  whi 
the  power  goes  off.  Although  Seeq  gi 
infusions  of  sophisticated  ventu 
capital,  Xicor,  like  Micron,  pulled  l 
self  up  by  its  bootstraps  with  an  in 
tial  S20.000  loan  from  founders  ar 
friends,  and  later  went  public. 

Micron  also  has  defied  the  dogn 
that  a  commodity  memory  produ 
cannot  succeed  without  "qualific 
tion"  fin  a  series  of  tests)  by  mai: 
frame  computer  giants.  Because  M 
cron  had  no  track  record  in  the  indu 
try,  most  of  the  mainfran 
companies  didn't  consider  its  chi 
But  Micron  had  prepared  for  th 
eventuality  by  designing  its  64K  wit 
larger  tolerances  for  uneven  pow 
sources  and  unsoldered  sockets  th< 
any  rival  chip.  Thus  it  was  perfect  fi 
the  rough-and-tumble  realm  of  pe 
sonal  computers,  where  amatei 
owners  often  fiddle  with  the  work 
Though  still  constituting  only  30% 
world  demand  for  64K  RAMs,  tl 
lower  end  of  the  computer  memo 
market  represents  by  far  the  tastes 
growing  segment. 

Micron's  low-end  strategy  is  i 
ready  paying  off.  For  1983  the  cor 
pany  has  orders  for  several  millic 
chips  from  leading  producers  of  pe 
sonal  computers  and  peripherals.  A 
pie  and  Commodore,  for  instanc 
have  become  important  customers. 

Not  that  others  have  ignored  M 
cron.  Much  of  its  income  in  1981  ar 
1982  came  from  contracts  for  the  se 
vices  of  Pitman  and  James  O'Tool 
design  vice  president,  from  some 
the  largest  electronics  firms  in  tl 
world.  Overseas  licenses  for  the  64 
also  produced  cash.  Micron  is  devt 
oping  a  Ward  Parkinson  idea  for  tl 
use  of  slightly  defective  64K  RAMs 
image  sensors  or  "seeing  eyes  for  yoi 
Apple,"  and  Parkmson  predicts  th 
RAMs  will  displace  other  devices  f 
optical  use.  Nonetheless,  Micron 
committed  mainly  to  the  productic 
of  commodity  semiconductor  mer 
ory  products.  It  wants  to  prove  th 
entrepreneurial  startups  rema 
America's  most  vital  weapon 
worldwide  industrial  competitio 
particularly  with  the  electronic  levi 
thans  that  make  chips  in  Japan.  Cor 
ing  next-  The  256K  memory'  chi 
four  times  as  powerful  as  the  64; 
Says  J.R.  Simplot:  "We'll  have  the 
all  hunting  for  holes."  ■ 


George  Gilder  is  program  director  of  Manixut, 
Institute  and  author  of  Wealth  and  Poverty 
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Our  2-Pound  Pak  makes  you 
look  good  for  less. 


"They  say  the  price  Jonesy  pays 
for  success  is  only  $9.35" 


■:  USPS  1982 


Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  flat  rate  that  lets  you  send 
up  to  2  pounds  delivered  overnight,  anywhere 
we  go,  for  only  $9.35.  It's  called  the  2-Pound 
Pak,  and  it'll  make  you  look  good  for  less. 

Here's  why: 
Economy:  It  costs  about  half  as  much  as  the 
$20.00  some  charge  to  send  2  pounds. 
Reliability:  We  now  deliver  over  70,000  over- 
night packages  and  letters  on  time,  every  day. 
Convenience:  In  major  cities  you'll  find  spe- 
cial Collection  Boxes.  Or  give  your  pack- 
age to  the  letter  carrier  who  comes  to  your 
building,  or  find  us  in  over  3,000  Post 
Offices  in  1 ,200  cities. 
Use  the  Express  Mail  2-Pound  Pak  for  all  your 
overnight  deliveries.  The  price  you  pay  for 
success  will  be  less. 


Express  Mail 
Next  Day  Service. 


Raising  finance 
from  the 
international 
capital  market 

When  you  need  substantial  funds  from 
the  international  markets  you  want  the 
certainty  that  the  money  will  be  raised  and 
the  terms  will  be  right. 

At  Lloyds  Bank  we  are  both  a  merchant 
and  commercial  bank.  Integrating  proven  skills 
with  financial  strength,  we  match  your  needs 
with  the  conditions  of  the  market  place.  And 
we  know  we  must  serve  your  future  interests 
as  well  as  satisfy  your  current  requirement. 

We  help  you  decide  on  the  appropriate 
instruments,  whether  syndicated  eurocurrency 
loans  or  other  facilities,  eurobonds  or  other 
international  securities. 

You  obtain  immediate  access  to  the  inter- 
national capital  markets  through  our  experts 


our  integration 
makes  it  certain 


based  in  the  banking  centres  of  the  world.  With 
our  established  record  you  can  be  confident  of 
professional  and  efficient  service. 

Mandate  us  to  lead  manage  your 
financing.  You  appoint  a  bank  able  to  commit 
substantial  funds  and  to  place  effectively  in 
the  markets.  A  bank  with  the  experience  to 
innovate  responsibly,  and  the  reputation 
which  ensures  success. 

Wherever  you  deal  with  us,  you  secure 
the  fast  and  sure  response  that  gives 
you  the  edge. 


Lloyds  Bank 
International 


The  Up  &  Comers 


The  oil  glut  finally  caught  up  with  Bolt 
Technology.  Can  it  afford  to  wait  for  the 
oil  business  to  pick  up  again? 

Will  Bolt 

make  the  majors? 


By  Paul  B.  Brown 

Bolt  Technology,  a  tiny  com- 
pany making  seismic  gear  in 
Norwalk,  Conn.,  plays  in  the 
Little  League  of  the  oil  and  oil  service 
industries,  losers  for  nearly  two  years 
running.  But  Bolt  was  hitting  homers. 
Right  up  to  last  fall  its  sales  and  earn- 
ings were  rising  by  20%  above  fiscal 
1982  records.  Since  1980  Bolt  had  tri- 
pled its  sales,  to  $22  million  a  year, 
and  more  than  doubled  its  profit  mar- 


gin to  24%.  The  two-year  average  re- 
turn on  equity,  even  with  no  debt  to 
speak  of,  hit  43%. 

You  can  guess  what  has  happened 
since.  "The  problems  of  the  industry 
finally  caught  up  to  us,"  says  Bernard 
Luskin,  Bolt's  chairman.  Few  drilling 
rigs  have  been  at  work.  Oil  companies 
still  need  Luskin's  big  air  guns  to  help 
find  oil  and  gas,  but  they  don't  need 
them  as  much  as  they  did.  For  the 
fiscal  second  quarter  ended  Dec.  31, 
1982,  Bolt's  earnings  fell  by  36%  from 


the  year-earlier  quarter.  But  Luskin 
knows  that  the  oil  business  will  pick 
up  someday.  When  it  does,  he  thinks, 
Bolt  will  do  just  fine  again.  After  all, 
Bolt  thrived  during  and  after  the  ener- 
gy boom  of  the  late  1970s  and  early 
1980s.  Isn't  it  reasonable  to  expect 
that  history  will  repeat  itself? 

Not  necessarily.  Despite  Bolt's 
strong  cash  position,  the  company  has 
yet  to  diversify,  through  acquisition 
or  its  own  efforts,  beyond  its  basic 
product.  And  an  important  patent  on 
that  product  expires  in  1985,  raising 
the  possibility  that  Bolt  will  run 
smack  into  the  kind  of  heavy  compe- 
tition it  has  never  experienced  before. 
Can  Bolt  simply  afford  to  await  the 
forces  of  history  and  the  economics  of 
the  oil  industry  to  turn  in  its  favor? 

Bolt  makes  and  sells  an  indisput- 
ably superior  product,  a  gun  that  re- 
leases compressed  air  into  water  or 
into  a  hole  drilled  on  land.  When  the 
sound  waves  hit  the  ground,  they  re- 
flect back  at  frequencies  that  vary 
with  the  geological  formations  en- 
countered. Seismic  charts  of  the  infor- 
mation permit  geologists  to  calculate 
the  odds  on  oil  being  underneath. 

"It's  a  good  product,"  says  Jim 
Frasher,  president  of  the  Teledyne  ex- 
ploration division.  "We  have  not  laid 
it  down  since  we  started  with  it  back 
in  1967.  Back  then,  the  use  of  explo- 
sives [which  had  been  employed  to 
produce  the  soundings]  was  coming  to 
an  end.  There  were  too  many  people 
fussing  about  fish  kills  and  the  envi- 
ronmental impact.  Bernie  was  in  the 
right  place  at  the  right  time." 

How  he  got  there  is  another  story. 
In  the  1950s,  as  a  staff  engineer  at 
Lamont-Doherty  Geological  Observa- 
tory at  Columbia  University,  Luskin 
invented  a  precision  depth  recorder. 
He  quit  Lamont  to  work  as  a  consul- 
tant to  a  company  that  Litton  subse- 
quently bought.  Luskin  is  an  abrupt 
man  who  answers  most  questions 
with  a  simple  yes  or  no,  but  he  seems 
almost  voluble  about  Litton.  "Litton 
was  buying  a  company  an  hour  in 
those  days,"  he  says.  "I  had  a  front- 
row  seat  to  watch  them  run  a  number 
of  them  into  the  ground." 

Luskin  left  to  do  research  and  con- 
sulting work  for  technology  investors 
and  eventually  discovered  Bolt,  which 
was  developing  air  guns  for  research. 
Luskin  saw  right  away  he  could  pitch 
the  air  gun  to  oil-  and  gas-exploration 
concerns.  He  signed  on  as  Bolt's  sixth 
employee  in  1965.  "We  then  took  out 
a  small  advertisement  in  the  trade 
journals  challenging  the  oil  compa- 
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power  plants 
that  generate  learning. 


That's  Singer  technology. 


In  today's  energy  environment,  training  power 
plant  operators  is  more  vital  than  ever.  That's  why 
major  utilities  are  turning  to  our  Link  Simulation 
Systems  Division  for  simulators  that  can  duplicate  a 
power  plant's  routine  operations  as  well  as  problem 
situations  — without  using  fuel  or  creating  hazardous 
conditions.  That's  the  result  of  more  than  a  half- 
century  of  technological  leadership.  This  leadership 
is  now  producing  equipment  that  simulates  every- 

i  rig  from  aircraft  to  chemical  plants,  LNG  tankers 


to  battlefield  tactics. 

Through  expanding  research  and  developmc 
in  electronic-based  simulation,  guidance,  con- 
cations,  and  specialized  computer  systems,  Sir 
is  writing  a  new  chapter  in  its  corporate  histor 
Together  with  our  unique  consumer  durables  c 
bilities  throughout  the  world,  this  technologic 
base  positions  us  in  important  growth  markets 
of  today  and  tomorrow.  The  Singer  Company, 
8  Stamford  Forum,  Stamford,  CT  06904. 


iii    I  hey  woukl  In ing 

iu  ind  sleeve  exploders 
ci  invented  by  Exxon]  and  we 

 ii  gun  and  compare 

Milts,"  Luskin  recalls. 
I  he  results  hooked  Teledynej  Mo- 
and  Hi  hers  followed.  Boll  became  a 
small  but  entrenched  supplier  to  the 
marine  exploration  mai  ket. 

h  helped  thai  hall  of  Bolt's  sales 
came  from  overseas.  At  lirst  the  guns 
went  to  European  universities  and 
governmental  energy  agencies  be- 
came interested.  "These  countries 
don't  care  about  the  current  world 
wide  energy  situation,"  Luskin  savs. 
"They  think  long  term,  and  want  to 
be  able  to  find  Oil  themselves."  Be- 
cause oil  gear  anywhere  sells  in  dol- 
lars, Bolt  doesn't  have  to  wonv  about 

losses  m  foreign  exchange  01  m  bal- 
ance sheet  translations 

Bolt  is  also  helped  bv  the  fact  that 
its  business  is  a  lot  like  selling  cars. 
While  the  basic  gun  costs  about 
$8,000,  options  such  as  valves,  firing 
Circuits  and  ail  hoses  all  made  bv 
Boll    can  add  anothei  $4,000.  When  a 

contractoi  goes  trolling  fot  oil  and  gas, 
he  is  likely  to  have  20  to  SO  guns 
behind  him  Some  ol  the  parts  eventu- 
ally we. u  out  0]  bieak  down,  and  spare 

and  replacement  pans  account  foi 
MY\<  ol  Bolt's  sales. 

Bolt  had  seemed  its  foreign  sales 
and  replacement  parts  business  by 
19  '9  t  hen  the  Iranian  revolution  oc- 
curred, giving  foreign  producers  an 
other  reason  to  increase  exploration, 
partieularlv  ottshore. 

Business  picked  up  on  land  too  as 
exploration  companies  tinned  to 
computers  to  analyze  geological  data. 

The  computers  do  a  bettei  job  with  a 
lot  ot  data  and  the  an  guns  provide  a 
lot  Hut  foi  how  long  will  the  comput 
eis  use  Bolt  s  data-'  l'he  important  an 
gun  patent  expires  soon.  Bolt  pio 
lesscs  no  gieat  Concern. 

"Om  equipment  is  just  2%  to.V\,  ol 
the  $20  million  cost  ot  a  dulling 
ship,"  savs  Raymond  M.  Soto.  Bolt's 
senioi  vice  president  toi  finance,  it  a 
company  can  get  quality  and  reliabil 
nv  from  us  and  they  do,  why  should 
they  build  an  ail  gun  themselves  or 
switch  it  someone  pops  up  with  a 
similar  device  at  halt  the  price-' 

Still,  oil  sen  iceis  and  suppliers  arc 
a  competitive  lot  and  there  aie  corpo- 
rations main  times  i  u  her  than  Bolt  m 
the  game:  Hughes  Halliburton,  Bakei 
International,  Schlumbcrger,  to  name 
a  tew  Should  anv  ot  the  majoi  leagu 
eis,   unhkelv  as   it   mav   seem,  be 

tempted  to  play  on  Bolt's  field,  Bolt  or 

its  markets  could  vanish 

With  $10  million  in  cash  equiv 
.dents  and  almost  no  long  term  debt, 


Bolt  could  have  expanded  new-prod- 
uct development  But  toi  ten  years  its 
new  product  development  has  met 
with  underwhelming  success.  A 
promising  invention  is  the  Chel 
minski  pile  driver,  but  it  breaks  down 
with  unsatisfying  frequency.  No  other 
promising  products  are  in  the  works. 

As  tor  acquisitions,  says  Luskin, 
"We  have  looked  at  20  companies,  but 
each  had  a  latal  Haw."  Ot  (lawless 
acquisition  t.ngets,  he  says:  "It  is  a 
good  idea  to  acquire  someone  who 


By  Ellyn  Spragins 

Whin  PEOPLE  hear  where  he 
works,  Ralph  Peters  gets 
asked  about  refrigerators  and 
such  It's  understandable.  K  man  and 
othei  cut  rate  retailers  flourish  every- 
where, and  Discount  Corp.  ot  New 
Yoik.  whose  chairman  Peters  is, 
sounds  like  a  great  place  to  shop  toi  a 
GE  double-door  fridge. 

But  Peters  runs  Discount  out  ot  a 
small  office  in  downtown  Manhattan, 
on  Pine  Street,  not  a  large  showroom. 
His  stock  in  trade  is  government  se- 
curities, not  microwaves  and  deep 
freezes.  Pon  t  ask  about  a  discount  on 
commissions,  cither.  Peters'  bond 
house  called  a  "Tittanv"  bv  people 
in  the  business  buys  securities  from 
the  government  and  sells  them  to  big 
buyers,  such  as  pension  funds  and 
commercial  banks  It  s  a  business 
where,  he  savs.  anything  less  than  a 
million  dollai  oulci  is  an  odd  lot 

The  name  Discount  stems  from  the 
company's  old  and  aristocratic  blood- 
lines. Thev  began  in  I0!0  when  the 
Federal  Reserve  was  only  six  years  old 
and  stocks  wcie  still  being  traded  on 
the  sidewalk  down  the  street.  Light 
New  York  City  bankers,  among  them 


doesn't  want  to  sell  out.  But  that  re- 
quiresa  lot  ot  effort,  and  we  haven't  had 
the  time.  We  have  been  too  busy  trymj: 
to  hold  on  to  the  tail  of  the  tigei 

"It  you  think  we  are  nervous  now, 
imagine  what  it  was  like  when  wc 
started,"  Luskin  says.  "You  need  cool 
nerves  to  be  in  this  business.  Since  wc 
still  aie  using  more  oil  than  we  arc 
finding,  Bolt  will  do  all  right  "  But  .1 
question  persists.  Will  Bolt  merely 
"do  all  right"  in  the  Little  Leagues! 
Will  Bolt  evei  make  it  big-  ■ 


I  V  Morgan,  formed  Discount  to  buy 
and  sell  bankers'  acceptances,  or  time 
drafts,  l'he  price  ot  the  securities  was 
established  bv  "discounting"  the  fact 
value  ot  the  paper.  In  time  the  com 
pany  became  a  dealer  m  government 
and  government  agency  securities  a< 
well  as  CDs  and  Euro  CDs.  It  has 
remained  in  those  markets  ever  since. 

Unusual  though  that  is  m  these  days 
ot  financial  supermarkets.'  Dis- 
count's conservatism  has  produced 
anything  but  conservative  returns 
Discount  has  earned  returns  on  equity 
ranging  from  22%  to  97%  in  the  past 
tour  years.  Those  kinds  ot  returns  arc 
hard  to  come  bv  m  an  industry  as 
competitive  as  securities  trading  and 
Discount  has  done  it  without  takim 
on  a  lot  ot  debt  ot  its  own,  at  least. 

Discount  can  thank  the  govern- 
ment's debt  tor  a  good  deal  ot  its  suc- 
cess When  money  managers  begin  tc 
worry  about  the  quality  ot  their  in- 
vestments, thev  move  into  Treasury 
obligations  When  new  debt  floods 
the  market,  it  is  corporate  issuers,  not 
the  government,  that  get  crowded 
out  1  he  government  always  gets  it* 
money,"  observes  Peters  mildly,  and 
it  is  getting  more  than  ever  before.  As 
government  spending  has  escalated, 


The  Up  &  Comers 


Most  companies,  especially  iu  tlx*  financial 
services  industry,  arc  scurrying  for  all  tlx 
markets  they  can  grab.  But  Discount  Corp. 
of  New  York  is  happy  fust  staying  put. 


Why  change? 


FORBES  MARCH  14,  l^S. 


TTs  new  Compact  Computer, 
It  takes  over  your  work,  not  your  desk* 


The  ordinary  personal  computer 
occupies  too  much  of  the  ordinary  desk. 

Now  Texas  Instruments  brings  you  a 
cordless  compact  computer  that  solves  the 
same  sort  of  problems  as  the  Apple™  or 
IBM™  [x-rsonal  computer  It  has  enough 
memory  and  power  for  complex  problems 
in  business  and  science,  yet  the  whole  thing 
is  smaller  than  a  magazine  page. 

Sophisticated  software  is  available  right 
now  for  finance,  statistics,  production 
planning,  graphics— and  spreadsheet  and 
word  processing  are  just  around  the  comer. 

For  most  personal  computer  tasks,  its 
6K  RAM  and  MK  ROM  are  ample,  The 

system  is  easily,  e<  i  >n<  imieally  expanded 
The  TI  Compact  G>mputcr  40  has 
peripherals  that  make  it  even  more  useful. 

Ixivil  on  irtiblisUxl  nt.iniif.ii  turrr  s  su^rstcil  rct.nl  prur 

ApfnV  is  .1  registered  trademark  of  Apple  Gimputer,  Inc  IBM  is  a 

rcKlstcrcil  tr.ulViti.irk  of  Iiirrrti.iiioii.il  Hii  tin  .   M...  luiw  (  .,i| 


,i  4  c<  'It  'i  printer/plotter,  an  RS  I  U  interface 
It  >r  talking  with  other  computers  or  running 
a  largei  punier;  and  TI  Wafcrtape™  drive 
(or  program  or  data  storage  I  I  Solid  State 
Software™  cartridges  off er  you  ,i  choice  of 
convenient,  ltx>lpnx>l  programs 


Its  built  in  language  is  1 1  Enhanced 
BASK  ',  which  all<  »ws  you  to  write  i  >rograms 

in  everyday  Wi  >ids  I  he  integrated  lu|uid 

t  rystal  display  shows  w  charat  ters,  whii  h 

can  lie  scrolled  to  show  up  to  80  pei  line. 

It  oj  terates  on  it  mi  A  .A  alkaline  I  »attei  ies  thai 
give  up  io  200  hi  »ui  s  i  »i  set  vit  e 

I  he  I  I  (  \  unp.it  i  (  a  wnputei  40  i  »ffers 

s<  limn  h  is  anywhere  v  iu  go  Vei  if  retails  for 
less  than  1/3*  the  priced  Apple™  oi  IbM™ 

[x-rsonal  o  itnpulers  The  I  I  (Compact 

( ximputer    compact  in  price  and  size,  bin 

not  in  pivver  See  it  soon  at  your  lexas 

Instruments  retailei 

(  rearing  useful  produi  is 

;mhI  sei  u  you 

Texas 
Instruments 

Gipyrljihi  <0  I'M!  tex;ts  InKrurMnU 


wp  Chairman  Ralph  Peters 
&  than  $  1  million  is  an  odd  lot. 


Treasury  financing  has  exploded.  The 
Treasury  borrowed  $165  billion  in 
new  money  last  year,  a  67%  increase 
over  1981.  That  has  provided  a  steady 
flow  of  Treasury  bonds,  notes,  bills 
and  agency  obligations  for  Discount 
to  underwrite  and  sell. 

But  volume  doesn't  necessarily 
bring  large  returns.  "The  big  money 
comes  from  correctly  predicting  inter- 
est rates  and  buying  or  selling  accord- 
ingly," Peters  says.  It  was  correctly 
calling  the  market's  moves,  not  sales 
commissions,  that  brought  in  most  of 
Discount's  earnings  last  year. 

Guessing  interest-rate  movements 
is  central  to  bond  trading,  of  course. 
Discount  often  forecasts  them  for 
only  a  few  hours  at  a  time.  Looking 
out  a  little  further,  Peters'  guess  is 
that  rates  will  not  fall  much  lower. 
"You've  got  a  conflict  between  an  ex- 
pansionary federal  budget  deficit,  the 
Federal  Reserve's  credit  restraint  and 
the  private  sector's  need  to  borrow 
money,"  he  says.  That  makes  for  a 
logjam  in  credit  demand  that  will 
make  it  difficult  for  rates  to  decline. 

Bill  Grimm,  who  used  to  compete 
with  Discount  as  head  of  Dean  Wri- 
ter's fixed-income  trading  operation 
and  who  is  now  a  Discount  customer 
at  Norton  &  Co.,  says  that  Discount's 
guesses  are  more  educated  than  most. 

"A  lot  of  people  operate  in  the  busi- 
ness in  a  myopic  way,"  he  says.  "They 


buy  from  one  customer  and  sell  to 
another,  and  that  is  the  level  of  their 
analysis,"  he  explains.  "Discount  has 
excellent  relationships  with  custom- 
ers, with  the  people  on  an  internation- 
al basis  who  make  the  market  go,  and 
they  are  very  well  connected  in  Wash- 
ington. When  all  of  their  information 
comes  together,  they  are  right  more 
often  than  they  are  wrong." 

Besides  its  outside  connections,  the 
company's  legacy  helps.  As  in  its  ear- 
ly days,  Discount  still  has  an  influen- 
tial board  of  directors.  So  influential 
that  in  1965  it  prompted  a  congres- 
sional inquiry.  "They  said  we  were 
setting  the  prime  rate  around  our 
board  table  and  running  the  country," 
Peters  says. 

The  board,  which  meets  twice  a 
month,  includes  officers  and  directors 
of  Exxon,  J.C.  Penney,  U.S.  Trust  Co., 
Westvaco  and  a  former  member  of  the 
Federal  Reserve.  Not  a  lightweight 
lineup  for  a  company  with  revenues  of 
only  $230  million  last  year.  John 
Scanlon,  former  chief  financial  officer 
at  AT&T,  describes  board  meetings  as 
"animated,  wide-ranging  and  quite  in- 
formative, with  good  attendance." 

So  highly  esteemed  is  Discount's 
body  of  knowledge  that  the  Treasury 
and  central  bank  call  upon  Discount, 
among  others,  for  advice  on  debt  man- 
agement and  monetary  policy.  That 
doesn't  hurt  business  either. 


Dealing  solely  in  government  se- 
curities, Discount  operates  free  of 
most  SEC  regulations.  But  it  has  di- 
versified into  some  regulated  busi- 
nesses. In  1976  it  started  an  invest- 
ment-advisory subsidiary  and  two 
years  later  began  a  brokerage  business 
in  financial  futures.  Neither  business 
has  made  much  money  so  far. 

Still,  Peters  isn't  complaining.  By 
concentrating  on  its  select  market  and 
building  its  expertise,  Discount  has 
been  able  to  profit  in  all  but  one  of  the 
past  ten  years,  an  unusual  record  for  a 
volatile  industry.  The  large  returns 
that  might  otherwise  have  gone 
toward  expansion  have  rewarded 
shareholders  handsomely.  Given  the 
nature  of  the  business,  Discount's 
shareholders  must  accept  bumpy 
earnings  and  dividends.  They  have 
shared  recently  in  dividend  payouts 
that  have  ranged  from  1980's  $  1 6  (56% 
of  earnings)  to  last  year's  $6.50  (25%  of 
earnings).  Perhaps  that  volatility  is 
why  its  1  million  shares  recently  trad- 
ed over  the  counter  at  67,  only  about 
2'/2  times  last  year's  earnings. 

At  that  price,  says  Bear,  Stearns' 
Charles  Potter,  Discount  is  "an  in- 
credible buy,"  compared  with  other 
brokerage  firm  stocks  selling  at  9  or 
10  times  earnings.  It  may  well  be — 
unless  1983  is  one  of  those  rare  years 
when  Discount  guesses  wrong  a  few 
times  too  many.  ■ 
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YOU  COULD 

Rl  VE  ONE  YEARS 

BEFORE 
UNLOAD  WG  IT. 


Consider  all  the  abuse  a  sta- 
tion wagon  gets  in  its  lifetime. 

The  endless  shuttling  from 
school  to  little  league  to  piano  les- 
sons to  home.  The  backseat  bat- 
tles that  go  on  between  the  kids. 
The  long  hikes  to  weekend  camp- 
sites. And  all  that  hauling.  Gro- 
ceries, paneling,  furniture, 


bicycles,  lawnmOwers. 

People  do  things  to  a  station 
wagon  they  would  never  do  to 
a  car. 

And  yet,  Volvos  in  general 
have  a  life  expectancy  one  third 
longer  than  the  average  of  all 
other  cars  on  the  roadf 

Volvo  offers  a  full  family 


.  7   J  tjl  7  *  - 

"Analysis  conducted  b>  Ken  Warwick  &  Associates,  Inc.  Based  una  comparison  of  U.S.  registration  data  lor  all  Volvos  and  lor  the  automobile'  industry  as  a  whole  and  noi  by  individual  make  or  models 
Daia  includes  all  modelsand  noijusi  slalion  wagons.  C  \%2  Volvo  of  America  Corporation,  Rmf  rack  optional. 


of  wagons  to  choose  from.  From 
turbocharged  sports  models  to 
Diesels  to  our  finely  appointed 
GL  Wagon. 

All  of  them  deliver  some- 
thing far  more  important  these  days 
than  the  capacity  to  carry  things. 

The  capacity  VOLVO 
to  carry  on.       A  car  you  can  believe  in. 


Technology 


r  over  30  years,  three  U.S.  producers  of 
codeine  had  a  safe,  secure  market.  But  a 
single  decision  from  the  White  House  end- 
ed those  days  forever. 

Unintended 
consequences 


By  Robert  Teitelman 


I 


n  Afyon  province,  Turkey,  the 
farmers  grow  opium  poppies  the 
i  size  of  tennis  balls,  as  they  have 
for  centuries.  Entire  families,  includ- 
ing children,  weave  up  and  down  the 
rows  of  poppies,  slicing  off  the  stalks 
with  iron  knives.  Mules,  laden  with 
the  stalks,  or  "straw,"  trudge  off  to 
processing  centers  where  the  alka- 
loids of  the  opium  poppy  are  extract- 
ed, baled  and  shipped. 
Destination:  the  U.S. 

From  opium,  of  course, 
the  illegal  drug  business 
in  the  U.S.  (estimated  an- 
nual revenues:  $53  billion 
to  $72  billion)  extracts 
morphine  and  heroin.  But 
there  is  also  a  legal  drug 
business.  It  operates  out 
of  sophisticated  plants 
run  by  billion-dollar  U.S. 
pharmaceutical  compa- 
nies. And  while  there  is 
little  connection  current- 
ly between  such  legiti- 
mate corporations  and 
street  junkies,  patent 
medicines  in  the  19th 
century  were  so  loaded  up 
with  narcotics  that  a  ma- 
jor, if  inadvertent,  drug 
addiction  problem  devel- 
oped. It  was  the  attempt 
to  control  that  problem 
which  led  to  the  develop- 
ment of  an  illegal  drug 
market  after  1914  and  a 
tightly  controlled  legal 
drug  business.  Until  re- 
cently some  Turkish 
farms  supplied  both  mar- 
kets, and  legal  corpora- 
tions still  slug  it  out  for 
market  dominance  much 
as  their  illegal  counter- 
parts do. 


On  the  surface,  codeine  (see  mole- 
cule, inset)  seems  an  unlikely  drug  to 
fight  over.  The  U.S.  market  for  bulk 
codeine  amounts  to  only  about  $40 
million.  Of  that,  Johnson  &  Johnson's 
McNeil  Pharmaceutical  uses  about 
half  in  its  Tylenol  with  Codeine  pre- 
scription analgesic,  or  painkiller.  An- 
other chunk  goes  to  cough  medicines, 
like  A.H.  Robins'  Robitussin. 

The  federal  Drug  Enforcement  Ad- 
ministration, which  controls  the  legal 
drug  business,  regulates 
the  importation  of  about 
500,000  kilos  of  opium 
raw  materials  into  the 
U.S.  each  year.  This  is 
converted  to  about  59,000 
kilos  of  bulk  codeine, 
which  sells  at  about  $640 
per  kilo.  This,  in  turn,  is 
diluted  in  products  such 
as  analgesics,  so  that  the 
final  value  of  the  codeine 
works  out  to  about  $6,333 


The  other  Golden  Triangle 

Mallinckrodt,  Penick  and  J&J  slug  it  out  for  dominance  in 
codeine  because  markups  are  high.  They  are  not  as  high  as 
on  illegal  heroin,  but  the  lawful  crowd  has  fewer  risks. 

Legal 

Illegal 

Indian  gum  opium 

$30  to  $35/kilo 

Pakistani  opium 

$20  to  $25/kilo 

Bulk  codeine 
(12%  of  opium) 

$640/kilo 

Pure  heroin  (10%  of  opium) 

$4,000  to  $5,000/kilo 
European  wholesale  price 

$50,000  to  $70,000/kilo  - 

New  York  wholesale  price 

$140,000  to  $200,000/kilo 

Codeine  analgesic 

$6,333/kilo 

Street  sales 
millions  of  dollars 

Sources  Drug  Enforcement  Administration,  Johnson  &  Johnson  and  Penick  Corp. 

Edited  by  Stephen  Kindel 

per  kilo.  That's  nothing  comparei 
with  the  markup  on  heroin,  but  it' 
enough  to  help  provide  Johnson  £ 
Johnson  with  an  estimated  30%  profi 
margin  on  Tylenol  with  Codeine 
With  such  margins,  it's  no  wonde 
that  Merck,  Mallinckrodt  and  CP( 
International's  Penick  subsidiar 
were  happily — and  quietly — in  th 
drug  business  for  more  than  30  years 

Those  days  are  over.  Last  yea 
Merck,  with  the  smallest  marke 
share  of  the  Big  Three,  announce' 
plans  to  drop  out.  An  oddly  wordei 
press  release  cited  a  "forecast  of  signil 
icantly  reduced  growth  rate"  becaus 
of  "changing  market  structures." 

What's  going  on?   Well,  severa 
things,  all  of  which  stem  from  a  deci 
sion  made  in  the  White  House  over 
decade  ago. 

In  1971,  with  the  heroin  problen 
raging,  the  Nixon  Administratis 
came  up  with  the  bright  idea  that  i 
you  wiped  out  the  supply  of  opiur 
poppies,  you'd  eliminate  the  heroii 
problem.  The  policy  worked  well,  th 
Indian  opium  crop  failed,  and  the  lega 
price  doubled.  Turkish  opium  begai 
to  leak  into  the  illegal  market,  whil 
other  regions — first  Mexico  and  th 
Golden  Triangle  in  Southeast  Asia 
then  Pakistan,  Afghanistan  and  Iran- 
stepped  up  cultivation.  Nonetheless 
the  Big  Three  continued  to  reap  rela 
tively  large  profits  despite  soarin 
prices. 

But  the  high  prices  set  minds  ti 
spinning  elsewhere,  par 
ticularly  over  at  Johnsoi 
&  Johnson.  With  highe 
prices,  it  suddenly  seemei 
economic  to  stop  buyin, 
from  the  Big  Three  am 
take  on  the  investment  o 
codeine  processing  am 
the  DEA  regulatory  bur 
den.  The  Big  Three  rough 
it  every  inch  of  the  way. 

There  was  more  bai 
news.  It  was  OPEC  al 
over  again.  The  highe 
prices  brought  even  mor 
production,  and  price 
sagged.  When  Johnson  8 
Johnson  was  finally  grant 
ed  a  license  to  purchasi 
raw  opium  in  1981  am 
ceased  to  be  a  Big  Thr& 
customer,  Merck  got  out 
Merck  may  not  be  th 
last  victim.  Technologica 
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Every  day,  C-E  helps  America  save  more  energy  than 
it  takes  to  light  New  York. 


That's  the  saving  from 
just  one  of  the 
energy  recovery  products 
from  C-EAirPreheater. 

The  Ljungstrom i:  heat  ex- 
changer helps  a  utility,  refinery 
or  process  plant  cut  fuel  con- 
sumption by  up  to  25%.  Heat 
that  would  normally  be  lost 
through  the  smokestack  is  re- 
covered and  sent  back  to  do 
more  work.  Fuel  savings  are 
about  1%  for  every  45-50°  F 
increase  in  combustion  air 
temperature. 

In  fact,  over  the  past  five 
years,  the  amount  of  energy 
saved  by  Ljungstrom  air  pre- 
heaters  around  the  world  equals 
150  million  tons  of  coal,  190  mil- 
lion barrels  of  oil  and  1. 4  trillion 
cubic  feet  of  natural  gas.  In  the 


United  States  alone,  there  are 
more  than  5,000  of  these  units. 

C-E:  World  leader  in 
energy  technology. 

We're  helping  to  find  and  bring 
in  oil  and  gas.  Upgrading  and 
building  refineries  and  petro- 
chemical plants.  Developing 
cleaner,  more  efficient  ways  elec- 
tric utilities  and  other  industries 
can  use  coal.  Providing  equip- 
ment and  services  for  nuclear 
power  generation.  Supplying  a 
wide  range  of  mineral-based 
products  to  paper,  steel  and  alum- 
inum producers.  And  leading 
the  way  in  the  development  of 
alternative  fuels. 

For  more  information  about 
our  diverse  lines  of  business, 
and  a  five-year  summary  of  our 


Financial  Highlights,  write  Com- 
bustion Engineering,  Inc. ,  Dept. 
7004-242,  900  Long  Ridge  Road, 
Stamford,  CT,  USA  06902. 


Era  COMBUSTION 
L_E]  ENGINEERING 

The  Energy  Systems  Company 


Communication  Concepts  from  the  Bell  System: 

How  to  keep  the  compan 
everyone  having  to  be  o 


inning  without 


le  run. 


Today,  the  pull  from  existing 
accounts  and  the  push  for  new 
accounts  has  made  time  the  most  pre- 
cious commodity  in  business.  That's 
why  the  marketing  executives,  scien- 
tists, and  engineers  of  the  Bell  Net- 
work have  developed  communication 
concepts  that  allow  you  to  maximize 
productive  time,  while  minimizing 
time  on  the  run. 

Consider  this  scenario:  At  9  a.m.,  your 
best  sales  rep  handles  a  major  client  400 
miles  away.  At  9:40,  this  rep  handles 
another  major  client  across  town.  At 
10:05,  the  same  sales  rep  is  taking  care  of 
a  marginal  account  two  hours  away,  and  at 
10:30,  contact  is  made  with  a  hot  prospect. 
Your  rep  has  covered  a  thousand  miles  and 

  never  left  the  office.  Now  multiply  this 

scenario  by  as  many  reps  as  you  have 
working  for  you.  And  consider  the  productive  possibilities. 

The  concept  is  called  marketing  over  distance,  or  Telemarketing.  It  is  a  dramatic 
addition  to  a  marketing  plan.  And  a  dramatic  demonstration  of  putting  the  most 
powerful  communication  network  in  the  world,  the  Bell  Network,  to  work  for  you. 

From  a  Telemarketing  Center,  your  reps  service  and  sell  to  ongoing  accounts.  Call 
on  marginal  accounts  without  reducing  your  margin.  Open  new  accounts.  Important 
facts  from  your  data  base  are  at  their  fingertips.  Sales  are  made  swiftly,  efficiently, 
instantly.  While  increasing  the  amount  of  productive  time  in  their  day. 

Customer  service  is  handled  in  equal  fashion.  Without  delay.  And  eliminating 
many  in-person  service  calls.  You  can  open  a  line  of  direct  communication  with  200 
million  Americans  and  have  the  Center  be  your  voice.  With  Expanded  800  service 
you  need  only  one  800  number.  And  you  can  automatically  switch  after-hours  East 
Coast  calls  to  your  still-working  West  Coast  Center,  reducing  the  need  for  an  extra 
shift.  Direct  Response  becomes  instantly  more  responsive. 

You  can  strengthen  your  marketing  program  further  with  the  DIAL-IT*  900 
Concept.  It  lets  you  inexpensively  mix  a  sales  message  with  changing  or  updated 
programming  (like  stock  quotes  sponsored  by  a  brokerage  house). 

Bell  can  help  you  tailor  a  Telemarketing  system,  large  or  small,  that  puts  the 
Network  to  work  for  you.  Call  1800821-2121. 

Communication  Concepts  from  the  Bell  System 
Expanding  your  ability  to  communicate. 


changes  have  been  cutting  into  the 
growth  of  the  natural  codeine  market. 
Why?  Part  of  it  is  substitutes,  such  as 
Percodan  and  Zomax,  but  a  potential- 
ly bigger  factor  is  the  synthetic  co- 
deines— duplicates  of  the  natural 
form— that  are  emerging  from  the  lab. 
Synthetics  could  one  day  reduce  im- 
ports substantially. 

Synthesizing  codeine  was  tricky.  Its 
chemical  structure  was  divined  in 
1925,  but  no  one  found  a  way  to  syn- 
thesize it  at  a  commercially  feasible 
cost  until  1982,  when  Kenner  Rice,  a 
National  Institute  of  Health  chemist, 
announced  a  relatively  simple  process 
for    producing    synthetic  codeine. 

Even  though  low  prices  may  stall 
the  introduction  of  the  synthetic,  nat- 
ural codeine  may  still  be  on  its  way 
out.  While  the  federal  funds  spurred 
research  into  synthetics,  other  grants 
aided  more  theoretical  studies  of  the 
brain.  Researchers  discovered  that 
specific  areas  of  the  brain  react  to 
morphine,  another  opium  derivative. 
"Once  they  found  these  receptors," 
says  William  McGivney  of  the  Ameri- 
can Medical  Association,  "they  began 
to  ask,  'Why  is  it  up  there?'  "  While 
that  question  remains  unanswered, 
the  process  of  research  uncovered 
compounds  produced  naturally  by  the 
body  that  had  analgesic  effects  similar 
to  morphine.  "Now  there's  hope  that 
you  can  develop  an  opiate  analgesic 
effect  but  keep  down  the  abuse  poten- 
tial," says  McGivney.  Drugmaker  Eli 
Lilly  is  currently  clinically  testing  a 
synthetic  version  of  such  an  "opioid," 
metkephamid  acetate,  although  FDA 
approval  may  be  some  time  off. 

Meanwhile,  the  abuse  problem  per- 
sists. The  National  Institute  on  Drug 
Abuse  reports  a  new  use  for  Tylenol 
with  Codeine  4  (high  strength)  com- 
bined with  Doriden,  a  sedative,  in  a 
concoction  called  "4s  and  dors."  They 
say  it  produces  quite  a  high. 


Hanging  in 

Sitting  in  a  crowded  restaurant  and 
trying  to  explain  an  application  of 
his  discovery,  David  Dardick  takes  a 
small,  triangular  plastic  object  out  of 
his  pocket  and  holds  it  in  his  fingers. 
With  his  other  hand  he  strikes  a  match 
and  touches  it  to  the  end  of  the  object.  A 
two-foot  orange-and-yellow  flame 
flashes  out,  startling  a  roomful  of 
lunchtime  diners.  Ignoring  glares  and 
snickers  from  neighboring  tables,  he 
says,  "It's  okay.  That  was  just  a  charge 
of  nitrocellulose,  not  gunpowder." 

Dardick  is  like  that.  He  gets  so  car- 
ried away  with  his  work  that  he  often 
ignores  his  surroundings.  An  ord- 
nance engineer  by  training  and  a  mu- 


nitions expert  by  experience,  he  has 
adapted  that  knowledge  to  a  technolo- 
gy that  could  transform  rock-drilling 
and  tunnel-boring  techniques. 

Simply  explained,  Dardick's  device 
is  a  triple-barreled  gun  pod  mounted 
inside  the  tip  of  a  drill  stem  that  fires 
high-velocity  alumina  ceramic  bul- 
lets into  the  rock  ahead  of  the  drill. 
Arriving  microseconds  apart,  the  bul- 
lets create  microfractures — invisible 
to  the  naked  eye — that  shatter  the 
structure  of  the  virgin  rock,  allowing 
the  otherwise  conventional  drill  bit 
an  easy  passage  through  the  once  hard 
rock  (see  diagram  A). 

In  preliminary  tests  these  shooting 
drills  have  penetrated  rock  four  times 
faster  than  the  standard  drills  in  use. 
A  field  test  in  May  will  gauge  the 
machine's  ability  to  blaze  blast  holes 
in  harder  rock,  such  as  tacomte.  In 
June  the  first  tests  of  combining  the 
gun  system  with  tunnel-boring  ma- 
chines will  be  run  in  conjunction 
with  R.A.  Hanson  Co.,  which  has  a 
contract  with  the  U.S.  Air  Force  to 
develop  deep  underground  launch 
tubes  as  one  of  several  proposed  bas- 
ing schemes  for  the  MX  missile. 

Dardick,  71,  whose  full  head  of  salt- 
and-pepper  hair  and  matching  mus- 
tache make  him  look  ten  years  youn- 
ger, is  exultant.  "Our  technology  is 
going  to  explode  worldwide  this 
year,"  he  predicts.  "Nobody  else  has 
anything  like  it." 

In  spite  of  his  excitability,  Dardick 
is  a  patient  man.  His  drilling  system 
dates  back  to  a  discovery  he  made  35 
years  ago.  Tround  International, 
founded  a  decade  ago  to  commercial- 
ize his  invention,  has  been  singularly 
unsuccessful  in  gaining  acceptance 
for  it  or  making  any  money. 

Nevertheless,  the  basic  discovery 
underlying  Dardick's  drill  is  truly 
fundamental.  Says  Dardick:  "Ever 
since  breech-loading  guns  were  in- 
vented well  over  150  years  ago,  gun 
designers  have  been  trying  to  simplify 
the  firing  cycle  of  a  gun  and  greatly 
increase  the  rate  of  fire."  The  key 
seemed  to  be  in  developing  a  gun  that 
could  pick  up  and  eject  shells  from 
the  side  without  forward  and  back- 
ward movements.  Dardick  put  his 
mind  to  the  problem. 

"I  found  the  answer  in  one  of  my 
old  college  textbooks,"  says  Dar- 
dick. In  a  chapter  on  noncircular 
pressure  vessels  he  found  a  theorem 
that  a  noncircular  cylinder,  when 
subjected  to  internal  pressure,  be- 
comes circular  before  it  ruptures. 
"It's  like  a  balloon — when  you  blow 
it  up,  it  becomes  round  before  it 
breaks,"  he  adds. 

Most  previous  attempts  to  build  fir- 
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ing  chambers  with  lateral  opening 
ended  in  the  cartridge  case's  rupturir 
the  joints  of  the  closed  opening  whe 
a  shell  was  fired.  Dardick  designed 
revolver  that  had  a  triangular  ca 
tndge  case  whose  chamber  opene 
from  the  side  (see  diagram  li).  Whe 
the  cylinder  rotates  to  the  firing  pos 
tion,  the  chamber  is  closed  by  a  fixe 
upper  support.  The  noncircular  shap 
allows  the  cartridge  case  to  withstan 
greater  pressure  before  rupturing  tha 
a  round  case  would.  Since  cartridge 
can  be  loaded  and  ejected  laterally, 
Dardick  gun  can  achieve  a  spectacul; 
rate  of  fire. 

Applied  to  drilling,  the  Trouri 
("triangular  round")  system  potentia 
ly  offers  the  advantage  of  using  a  m'oi 
mobile  and  cheaper  drill  rig.  It  woul 
also  drill  faster,  with  less  drill-b 
wear  and  costly  bit  replacement. 

But  not  everyone  is  convinced  th; 
the  Tround  system  can  deliver.  Do 
Blum  of  Dresser  Industries'  Minir 
Services  &  Equipment  division  thin! 
that  the  Tround  may  be  a  little  tc 
delicate  for  blast-hole  drilling.  "Don 
get  me  wrong;  it  works,  it's  not  son 
wild  hair  thing,"  says  Blum,  who  w; 
at  an  early  Tround  test.  "But  it's  vei 
intricate,  with  a  ten-foot  battery  pac 
and  a  high-precision  motor  to  operai 
the  guns  and  ammunition  feed.  Tr 
outer  casing  protecting  the  mech, 
nisms  from  damage  is  pretty  thin." 

Blum,  who  is  a  veteran  of  30  yea: 
in  the  drilling  business  and  is  produi 
manager  of  Dresser's  "big  hole  tools 
division,  says  that  the  Tround  systei 
will  have  to  drill  a  lot  faster  and  e: 
tend  the  drill-bit  life  a  lot  longer  tha 
conventional  drills  do  to  make  it  wa 
rant  the  extra  cost.  After  all,  he  poin 
out,  a  drill  bit,  at  the  low  end,  cos 
around  $3,500.  The  Tround  attacl 
ment  may  cost  $100,000.  If,  howeve 
it  were  applied  to  tremendously  e: 
pensive  jobs  like  offshore  oil  drilling 
where  fixed  costs  can  run  $10,000  a 
hour,  then,  says  Blum,  the  Trouri 
system  might  pay  off. 

Defending  the  Tround,  Dardic 
says  .it  will  not  be  sold,  but  rentei 
The  rate  has  not  been  set,  but  it  ma 
be  around  $450  for  an  eight-hour  shif 
Factoring  in  all  the  advantages — froi 
the  faster  rate  of  drilling  to  saving  o 
drill  bits  to  less  costly  surface  m; 
chinery — he  estimates  an  overall  co; 
saving  of  20%  to  25%  over  drillin 
methods  now  in  use.  He  adds  thj 
damage    to    Tround  componem 
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Promises  made,  promises  kept. 


When  Falcon  Jet  delivers  so 
consistently,  why  can't  other 
manufacturers  keep  their  word? 

3ood  question— why  can't  they? 

If  they've  got  all  that  technology, 
vhy  can't  they  tell  you  in  advance 
iow  far  their  new  business  jet  will  go, 
now  fast,  or  how  much  it  will  weigh? 

Falcon  Jet  can.  Because  we've  got 
he  engineering  to  back  it  up.  And  the 
echnology  to  keep  on  building  in 
mprovements  from  the  time  we 
announce  a  new  model  to  the  time 
.he  FAA  certifies  it.  So  the  early  buyer 
actually  gets  a  better  airplane  than 
ie  ordered. 

Remember  the  jet  that  was 
supposed  to  fly  4000  nautical  miles 
lonstop  at  Mach  .80?  Now  that  it's 

falcon  200  performance  comparison 


Initial  announcement 
in  June,  1981 


FAA  certification 
July  6,  1982 


fange1 

2450  nm 

2600  nm 

"hrust 

oer  engine) 

50501b2 

52001b3 

'akeoff 

hmway  (BFL) 

5250  ft 

4650  ft 

'akeoff  noise 

EPNdB) 

85.5 

83.9 

8  passengers,  crew,  baggage  and  NBAA  VFR  reserves. 
At  sea  level.  76°  F. 
At  sea  level.  80°  F. 


flying,  we  find  it's  25%  shorter 
in  range,  10%  slower  in  speed 
and  7,900  lb  overweight.  Those 
were  promises  made,  but  not 
promises  kept. 

The  newest  Falcon  makes  the 
point  again 

Take  the  Falcon  200,  for  instance. 
FAA  certified  on  July  6,  1 982,  it 
does  everything  we  said  it 
would — and  more. 

It  goes  farther,  takes  off  shorter,  is 
quieter  and  uses  less  fuel.  Not  since 
the  Falcon  50  was  certified  in  1979 
has  a  new  business  jet  so  significantly 
exceeded  its  performance  guarantees. 

Performance  vs.  specsmanship 

Ever  notice  how  the  competition 
talks  about  flying  from  Los  Angeles  to 

  New  York,  and  not  the  other 

way  around?  Maybe  that's 
because  they  haven 't 
designed  and  certified  a 
plane  that  can  span  the 
continent  westbound, 
against  prevailing 
headwinds. 

Except  for  airplanes  in  the 
Falcon  50  class,  the  Falcon 
200  is  the  only  business  jet 


capable  of  flying  from  New  York  to 
Los  Angeles  nonstop,  against  the 
85  %  probability  headwinds  the 
airlines  use  for  flight  planning,  with 
eight  passengers,  baggage,  and 
NBAA  VFR  reserves. 

By  the  way,  it  not  only  gives  you 
longer  range  than  anything  else  in  its 
class  but  also  a  far  larger  cabin.  If 
you're  interested  in  business  aircraft, 
why  not  start  at  the  top?  Falcon  Jet 
has  the  only  full  line  o  f  business  jets, 
the  ones  flown  by  more  Fortune 
1000  companies  than  any  other  kind. 
And  our  record  of  delivering  new 
aircraft  which  actually  perform  as 
promised  (or  better)  is  unsurpassed. 

Use  the  coupon  below  or  call  Roy 
Bergstrom,  Senior  Vice  President 
Marketing,  at  201-288-84  79. 


Falcon  Jet 

Teterboro.  NJ  07608 


□  Call  me  about  the  benefits  of  purchasing  a 
Falcon  Jet  now. 

□  Send  me  information  on  Falcon  Jet  aircraft. 
Name   Title   


Company 
Address  _ 
City . 


.  State  . 


.Zip 


Phone (  ) 
Nowflyinga 


.  FB-3/14 


We  do  more  than  keep  our  promises, 
We  exceed  them. 


Machine  gun  drilling 


The  unique  feature  of  the  Tround  drill  is  its  automatic  gun  (diagram  A). 
When  a  conventional  rotary  drill  bit  encounters  hard  rock,  the  resulting 
increase  in  torque  and  decrease  in  rotation  are  detected  by  a  sensor, 
activating  the  gun.  The  firing  mechanism,  originally  designed  for  an 
aircraft  machine  gun,  is  based  on  the  drill's  lateral  feed  open  chamber 
system  (diagram  B).  Triangular  cartridges  feed  into  the  cylinder  from  the 
side;  the  cartridge  is  then  rotated  into  firing  position;  after  firing,  the 
!-pent  shell  is  ejected  and  returns  to  the  magazine  for  storage.  The  system 
allows  a  rapid  rate  of  fire,  but  that  is  no  great  virtue  when  drilling.  More 
important,  there  are  few  moving  parts  to  jam,  hence  greater  reliability. 
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should  be  minimal  since  they  are  sul 
ficiently  protected. 

Another  use  of  the  Tround  syster 
yet  to  be  tested  is  deep  drilling  for  oi. 
natural  gas  and  geothermal  powei 
Dardick  estimates  that  a  quarter  of  a] 
oil  and  gas  drilling  takes  place  in  har 
rock,  a  natural  for  the  Tround  dril 
But  with  the  depressed  state  of  th 
exploration  industry,  this  does  no 
seem  an  ideal  time  for  introducin 
new  technology.  Nor  has  the  idea  c 
geothermal  power  caught  on  yet. 

Even  more  speculative,  but  wit 
great  potential,  is  the  research  an 
development  that  may  come  out  c 
the  MX  deep-basing  project,  whic 
would  put  a  number  of  missiles  dee 
enough  underground  to  survive  a  nv 
clear  strike.  After  the  attack,  missil 
crews  would  burrow  their  way  to  th 
surface  and  launch  a  retaliator 
strike.  The  biggest  problem  is  tha 
once  the  digging  has  begun,  enem 
sensors  could  pick  up  the  noise,  pir 
point  the  locations  and  destroy  th 
missiles  as  they  neared  the  surface 
Digging  out  must  be  fast.  For  Trounc 
the  problem  is  hanging  in  long  enoug 
to  make  a  case:  It  will  be  1986  before 
scale  demonstration  with  Troun 
guns  mounted  on  a  tunnel-boring  m£ 
chine  can  take  place. 

Another  application  of  the  Troun 
system  was  the  one  Dardick  was  derr 
onstrating  at  lunch.  Tround  has  a 
agreement  with  Black  &  Decker  t 
develop  a  line  of  power  tools  wit 
small  Tround  charges  for  impacting 
such  as  a  nail  gun  that  can  effortlessl 
drive  16-penny  nails  into  hardwood. 

Finally,  Dardick  hasn't  beaten  all  c 
his  Trounds  into  plowshares.  Harkin 
back  to  his  ordnance  roots,  Dardick  i 
proposing  to  the  Navy  a  ship's  gu 
that  defends  against  cruise  missile; 
The  gun,  similar  to  one  already  deve! 
oped  by  TRW,  would  fire  "clouds"  c 
thousands  of  rounds  of  four-inch  fie 
chettes  made  of  depleted  uraniun 
any  one  of  which  could  knock  out  a 
incoming  missile. 

David  Dardick  is  the  son  of  an  exil 
from  the  Russian  revolution  wh 
could  only  find  work  running  a  news 
stand  in  this  country.  So  Dardic 
tends  to  take  the  long  view  and  be 
lieves  that  success  for  his  invention  i 
inevitable.  "The  Tround  can  be  use 
in  tunneling,"  he  begins,  "to  dig  sew 
ers,  rapid  transit,  viaducts  .  .  .  the  pos 
sibilities  are  endless." — Jon  Schriber 
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How  Dow  Jones  News/RetrievaF  Helps 
I    Northwest  Industries  Examine 
Multi-Industry  Developments 


\t  Northwest  Industries'  headquarters  in  Chicago,  Dow 
Tones  News/Retrieval®  is  bringing  a  whole  new  world  of 
;xecutive  information  to  this  large  conglomerate's  prof- 
essional staff. 

Every  business  day,  news  and  information  from  this 
;omprehensive  information  service  are  called  up  electron- 
cally  by  many  of  Northwest's  staff  professionals  from 
heir  individual  offices.  It's  an  example  of  how  Dow 
Tones  News/Retrieval  is  helping  America's  businessmen 
ind  women  use  information  to  work  smarter. 

Answering  The  Need  For  Quality  Information 

:  Northwest  has  an  intense 

leed  for  quality  information 
for  its  management  profes- 
sionals. These  professionals 

brecast,  analyze,  and  stay  on 

:op  of  the  industries  and 

competition  of  their  eight 

iiverse  operating  companies, 

ind  look  for  opportunities  in 

nergers  and  acquisitions. 

'We're  a  very  quantitative,  highly  analytical  company," 
2xplains  Frank  Baird,  Northwest's  Director  of  Acquisitions. 
'One  of  our  biggest  assets  is  the  quality  of  our  informa- 
ion  and  Dow  Jones  News/Retrieval  is  a  part  of  that  fabric." 

Exclusive  Business  Information 

News/Retrieval  gives  Northwest's  professionals  almost 
instant  access  to  exclusive  news  from  The  Wall  Street 
Journal,  Barron's,  and  the  Dow  Jones  News  Wire,  as 
well  as  other  important  business  and  financial  information 
like  stock  quotes,  SEC  data,  and  corporate  and  industry 
profiles. 

Often,  as  many  as  100  of  Northwest's  150-person  pro- 
fessional headquarters  team  are  online  during  the  day. 
'Importantly,"  emphasizes  Frank  Baird,  "each  of 
these  professionals  makes  an  independent  choice  to 
use  News/Retrieval." 


Free  Booklet. .  .Free  Trial 

Isn't  it  time  your  company  checked  into  Dow  Jones 
News/Retrieval?  Accessible  on  more  than  100  different 
terminals  and  most  major  personal  computers,  it's  easy 
to  use  and  inexpensive.  You  only  pay  for  the  information 
you  request. 

It's  also  easy  to  find  out  more  about  News/Retrieval. 
For  a  descriptive  free  booklet  and  a  free  trial,  call  our 
hotline.  Take  a  look  for  yourself  at  Dow  Jones  News/ 
Retrieval — the  new  authoritative  business  information 
tool  that  is  helping  to  keep  companies  like  Northwest 
moving  in  the  right  direction. 

Call  Toll  Free 
1-800-345-8500,  Ext.  49 

(Canada,  Alaska  &  Foreign  call  1-215-789-7008,  Ext.  49) 


DOWIQNES 


Dow  Jones  News/Retrieval  is  a  registered  trademark  of 
Dow  Jones  &  Company,  Inc. 
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Paul  Thayer  put  LTV  back  together  and 
kept  it  alive.  Ray  Hay  wants  to  make  it 
grow  and  prosper.  Can  he? 


Caught  in  the 
steel  maze 


By  Subrata  N.  Chakravarty 

IF  I  WERE  SITTING  HERE  IlOW  with 
energy  and  aerospace  and  mon- 
ey," says  LTV's  new  chairman  and 
CEO,  Raymond  A.  Hay,  "I  would  not 
buy  a  steel  business."  Of  course  not. 
He  already  has  one — Jones  &  Laugh- 
lin.  But  don't  conclude  that,  because 
Hay  wouldn't  buy  a  steel  business, 
he's  ready  to  sell  one.  Forget  the 
banked  furnaces,  the  foreign  imports, 
the  shrinking  of  smokestack  Amer- 
ica. LTV  and  Hay  intend  to  slug  it  out 
in  the  steel  business  even  if  all  it 
fetches  is  a  string  of  big  loss  carryfor- 
wards to  offset  the  earnings  of  some 


rich  acquisition,  which,  sadly,  re- 
mains out  of  sight. 

The  purpose  in  acquisition  is,  of 
course,  to  get  LTV  on  the  growth  road 
again.  Yet  LTV's  growth  prospects  re- 
main considerably  blighted  by  its  vul- 
nerability to  the  cyclically  of  the 
steel  business.  Call  it  the  iron  mon- 
key on  LTV's  back,  as  some  do,  or  the 
long  pole  in  LTV's  tent,  as  others  do, 
Jones  &  Laughlin  is  the  engine  that 
really  makes  LTV  go,  or  stall.  Says 
former  Chief  Executive  Paul  Thayer, 
of  the  long-pole  school,  "If  they  [Jones 
&  Laughlin]  have  had  a  good  year, 
LTV's  had  a  good  year.  If  they've  had  a 
bad  year,  we've  had  a  bad  year." 


Even  that  smacks  of  understat 
ment.  In  1981,  when  J&L  had  a  supe 
year,  LTV  enjoyed  the  best  year  in  i 
strange  history,  with  pretax  incon 
from  continuing  operations  of  $4' 
million  (before  the  sale  of  tax  credit: 
In  1982,  a  disaster  for  J&L,  LTV  toe 
its  worst  loss  on  operations  ever,  $3  \ 
million,  although  all  its  divisions  b 
steel  were  profitable.  Steel,  accour 
ing  for  60%  of  LTV's  revenues,  ge 
the  blame  for  80%  of  the  $792  millic 
swing  from  profit  to  loss. 

At  LTV,  as  led  by  Thayer  and  no 
Hay,  to  stick  with  steel  mainly  meai 
to  deal  with  cyclically.  Both  men  i 
vested  years  of  hard  work  in  turnn 
Jones  &.  Laughlin  into  a  big,  strear 
lined,  increasingly  efficient  produce 
That's  one  reason  neither  the  LI 
board  nor  Hay  has  much  of  a  stomai 
for  dumping  J&L.  There's  anoth< 
The  proposition  that  anybody  wou 
be  willing  to  pay  anything  near  bo< 
value  for  J&L  is  not  one  to  lay  odds  o 
Hay  is  unwilling  to  consider  the  ( 
vestiture  of  J&L  to  LTV  shareholde 
in  the  kind  of  spinoff  that  LI 
worked  with  its  Wilson  Foods  subsi 
iary.  Nor  is  he  willing  to  consid 
selling  J&L  to  its  management,  as  / 
legheny  International  did  with  All 
gheny  Ludlum  Steel. 

Instead,  Hay  is  putting  the  best  fa 
he  can  on  LTV's  steel  business.  "O 
objective  is  always  to  be  in  a  positii 
to  make  a  little  bit  of  money,  b 
orient  the  business  so  that  we  ha 


Former  LTV  Chairman  Paul  Thayer 
He  undid  Jim  Ling's  mistakes. 


Neic  LTV  Chairman  Ray  Hay 
Can  he  move  on  from  there? 
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protection  on  the  low  side,  not  to  op- 
I  timizc  it  to  make  the  last  nickel  that's 
j  possible  on  the  high  side,"  he  says.  In 
other  words,  although  Hay  refuses  to 
put  it  this  way,  he's  trying  to  limit  the 
|  damage  that  steel  can  work  on  LTV. 
»      Hay  is  an  ambitious  generalist  and 
:  very  much  Paul  Thayer's  man.  It  was 
•  I  Thayer  who,  in  1971,  rescued  LTV 
from  possible  bankruptcy.  A  palace 
j  coup  in  1970  had  dethroned  fames 
)  Ling,  the  Texas  dealmaker  who,  dur- 
ing the  1950s  and  1960s,  had  fash- 
ioned LTV  as  an  unwieldy  conglomer- 
ate of  ill-fitting  operations  greatly 
overleveraged  with  debt.  "I  think  it's 
[h  pretty  clear  that  if  there  hadn't  been  a 
powerful,   forceful  personality  like 
' |  Paul  Thayer,  the  banks  might  have 

■  .  put  LTV  into  bankruptcy  in  1971," 

Hay  says  of  his  former  boss, 
t     Thayer  sold  off  half  a  dozen  LTV 
.  subsidiaries  in  his  first  two  years,  in- 

■  eluding  some  of  its  most  appealing 
ones,  such  as  Braniff  Airways — then 
very  successful — Wilson  Sporting 
Goods  and  LTV  Electrosystems,  now 

-  E-Systems.  By  1974  Thayer  had 
.  stripped  down  LTV  to  two  troubled 
:  companies,  J&L  and  Wilson  Foods, 
!  |and  one  profitable  operation,  LTV 
:\  Aerospace  (now  Vought),  which  was 

just  beginning  to  see  revenues  from 
:  building  Vought  A-7  light  bombers  for 
.  i  the  Navy.  A  few  minor  operations 
:  were  disposed  of  later, 
i;  1    To  help  with  the  reorganization, 

Thayer  recruited  outside  LTV.  Hay 

I was  one  of  his  finds.  Hay  was  running 
Xerox'  U.S.  operations  in  1975.  When 
Archie  R.  McCardell  was  named 
president  of  Xerox — "a  position  that, 
frankly,  I  thought  I  deserved,"  Hay 
says — Hay  found  himself  at  a  dead 
end.  Despite  his  reputation  for  flam- 
boyance at  Xerox,  Hay  worked  quietly 
under  Thayer  as  LTV's  nuts-and-bolts 
operations  chief. 

Jones  &  Laughlin  created  an  enor- 
mous problem  even  then.  The  steel 
business  had  just  one  good  year  in  the 
1970s.  By  1977  the  business  was  in 
deep  trouble.  So  Thayer  and  Hay  sim- 
ply went  out  and  bought  another  trou- 
bled steelmaker.  In  acquiring  Lykes 
Corp.  (for  nearly  60%  of  LTV's  stock 
and  the  assumption  of  more  than 
$650  million  in  Lykes  debt),  LTV  got 
Lykes'  near-bankrupt  Youngstown 
Sheet  &  Tube. 

Some  synergy.  "When  they  com- 
bined the  two  companies,  they  were 
much  worse  than  average,"  says  Peter 
Anker,  First  Boston's  steel  analyst. 
Still,  Thayer  and  Hay  had  plans  for 
the  steel  business.  By  spending  mil- 
I  lions  of  dollars  for  improvements,  by 
ruthless  cost-cutting  and  by  forcing 
productivity   gains,    the   two  have 


In  Torquay,  England 


Patronised  for  more  than  a  century  by  the  Royal  Households 
of  Europe,  the  Imperial  continues  to  be  one  of  Britain's  most 
celebrated  resort  hotels.  Set  in  five  acres  of  semi-tropical  gardens,  the 
Imperials  position  adjoining  Torbay  is  unmatched,  as  are  its  service, 
cuisine  and  its  beautifully  appointed  rooms. 

ATrusthouse  Forte  Exclusive  Hotel  fP 

For  reservations  call  toll-free:  800-223-5672  nationwide: 
212-541-4400  in  New  York  City:  1-800-268-9761  in  Canada:  416-363-6033  in  Toronto. 


11.5%*  Guaranteed. 
And  tax-deferred. 


The  new  Fidelity  Guaranteed  Return 
Plan**gives  you  a  safe,  easy  way  to  plan 
for  retirement.  With  guaranteed  inter- 
est. Guaranteed  principal.  And  tax 
deferral. 

The  Fidelity  Guaranteed  Return 
Plan  features: 

^[  A  rate  that's  guaranteed  for  one  full 
year. 

%  100%  guarantee  of  both  principal 
and  interest. 

f  Interest  that  grows  tax-deferred 
until  you  decide  to  withdraw. 

f  A  special  surrender  provision  lets 
you  withdraw***-without  penalty -if 
the  renewal  rate  is  1%  lower  than  your 
initial  rate. 

•This  was  the  rale  on  1/26.  83.  It  is  effective  at  least  through  3/1/83, 
after  which  it  is  subtect  to  change. 

**The  Fidelity  Guaranteed  Return  Plan  is  a  deferred  annuity  issued 
and  guaranteed  by  The  Capitol  Life  Insurance  Company,  Denver, 
CO,  rated  A  +  by  A.M.  Best  &  Co.  It  has  been  filed  but  may  not  yet 
be  available  in  all  states. 

***A  federal  income  tax  penalty  of  5%  is  imposed  on  withdrawals 
made  within  10  years  of  purchase  Withdrawals  after  age  59V2  are  not 
subject  to  penalty.  A  declining  surrender  charge  commencing  at  5% 
deducted  from  withdrawals  made  during  the  first  five  years.  With- 
drawals after  five  years  are  not  subiect  to  charge. 


f  A  low  $5000  minimum. 

f  Attractive  annuity  income  options. 

To  get  the  current  high  rate,  call 
Fidelity  toll-free  or  write  for  a  free  infor- 
mation kit. 

Lock  in  11.5%. 
Call  toll  free  now. 
1-800-225-6190. 

In  Mass.  call  collect  617-523-1919. 
________  ______  __ 

I  The  Fidelity  Group 

|  P.O.  Box  82,  Dept.  JB  031483 

I  82  Devonshire  St.  Boston,  Mass.  02103  I 

I  Please  eall  or  write  for  a  free  information  kit.  J 
|  Read  carefully  before  you  send  money. 

\  FIDELITY  | 
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Why  Accountemps 
specialized  personnel 
outperform 
other  temporaries. 


A 

XJLccountemps  temporary  employees  go  right 
lo  work  on  your  assignment  because  they  are  experienced 
professionals.  In  feet,  you'll  find  them  slightly  over-qualified  to 
do  the  job  better  and  faster  So  there's  no  time-consuming 
orientation.  No  teaching.  No  excuses.  Just  the  most  efficient 
solution  to  your  temporary  accounting,  bookkeeping  and  data 
processing  problems.  For  a  day,  a  w  eek,  a  month  or  longer.  No 
matter  how  main  pros  you  need — whenever  you  need  them — 
wherever  you  need  them — in  the  United  States,  Canada  and 
Great  Britain — they'll  work  right  in. 

accountemps 

Rent  an  Expert , 

■  i"N*  Robed  M.iii  International  lm    Ml  offices  independent!)  owned  and  operated 


brought  J&L's  operating  break-even 
down  to  65%  of  capacity,  at  least  in 
times  when  steel  products  sell  no 
lower  than  list.  Thus  in  1981,  when 
the  steel  business  had  a  good  year, 
J&L  milled  money.  "The  turnaround 
of  the  combined  J&L-Youngstown 
units  was  one  of  the  more  dramatic 
things  that  happened  in  this  indus- 
try," Anker  says. 

Thayer  and  Hay  meanwhile  were 
strengthening  LTV's  energy  and  aero- 
space business.  In  its  Lykes  acquisi- 
tion, in  addition  to  Youngstown  Sheet 
&  Tube,  LTV  got  Lykes  Bros.  Steam- 
ship, a  shipping  line  that  was  sold  to 
its  management  last  month,  and  Con- 
tinental Emsco,  an  entrenched  oil- 
field supplier.  Thayer  and  Hay  com- 
bined Continental  Emsco  with  J&L's 
pipe  division  to  make  LTV  a  real  force 
in  the  oilfields.  Sales  and  earnings 
from  the  business  swelled  during  the 
energy  boom  but,  of  course,  collapsed 
last  year. 


For  all  the  progress  and  all 
the  hard  work,  LTV  remains 
little  more  than  a  diversi- 
fied steelmaker  with  un- 
comfortably high  debt.  Hay 
will  travel  a  long  and  rocky 
road  in  making  the  com- 
pany grow. 


Vought,  despite  its  proud  tradition 
as  a  manufacturer  of  warplanes,  no 
longer  makes  them.  But  it  has  won 
profitable  subcontracting  jobs  for  civil 
aircraft  and  for  the  B- 1 B  bomber  and  is 
the  prime  contractor  for  the  Multiple 
Launch  Rocket  System  and  the  Lance 
II  missile.  Hay  is  trying  to  get  more 
missile  business.  Before  he  left  LTV  in 
January  to  become  Deputy  Defense 
Secretary,  Thayer  made  an  unsuccess- 
ful grab  for  Grumman. 

By  last  year  LTV  was  able  to  pay 
dividends,  for  the  first  time  since 
1970,  and  it  raised  $150  million  in  a 
stock  offering.  For  all  the  progress  and 
all  the  hard  work,  however,  LTV  re- 
mains little  more  than  a  diversified 
steelmaker  with  uncomfortably  high 
debt.  Hay  paints  as  rosy  a  picture  as 
possible  of  the  company's  future  in 
steel.  But  then,  rose  is  a  rose  is  a  rose, 
and  steel  is  steel.  Thayer  and  Hay 
would  prefer  to  believe  that  the  steel 
business  won't  drag  at  LTV  much 
longer,  and  Hay  has  many  reasons  to 
feel  that  it  won't.  But  you  can  say 
without  fear  of  contradiction  that 
steel  is  not  a  growth  industry,  and  as 
long  as  LTV  stays  in  the  steel  busi- 
ness, Hay  will  travel  a  long  and  rocky 
road  in  making  the  company  grow.  ■ 
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In  Bermuda 


*  HKHIMtlJHIEffiOLUHBH 

■  HsaHoarjafflaBaiHCBTiisi 
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Overlooking  the  Royal  Bermuda  Yacht  Club  and  the 
sparkling  water  of  Hamilton  Harbour,  the  Bermudiana  is  ideally 
placed  for  a  perfect  holiday.  Private  Beach  Club  with  1000 
feet  of  pink  sand.  Golf  privileges  at  Belmont.  Floodlit  tennis  courts. 
Superb  restaurants.  Bars  and  night  life.  These  are  but  a  few  of 
the  outstanding  features  at  this  fine  hotel. 

ATrusthouse  Forte  Hotel 

For  reservations  call  toll-free:  800-223-5672  nationwide; 
212-541-4400  in  New  York  City:  1-800-268-9761  in  Canada;  416-363-6033  in  Toronto. 


|        w  t^v«  -m  ^%  A  surprisingly  large  number  of  people  have 
M  ^%     l'  tJ^-B  J[    their  IRA  and  Keogh  accounts  tied  up  in  fixed- 
•/  rate  or  low-return  programs — and  some  do 

^^C^^T  ^^CyCy  not  rca'lzc  they  can  transfer  or  "roll-over" 
M  Jl m^i^y  H-  ^^2^2^  those  accounts  to  another  type  of  pro- 
#  a  gram.  We  offer  four  different  no-load 

^1  1       I     mutual  funds,  each  with  a  slightly  different  investment 
W  strategy.  They  are  not  designed  for  everyone,  of  course.  d 

But  maybe  you'll  find  one 
i  ^  that  intends  to  do  more  8 

I 
I 


iving  mere  9  than  j ust  let  your  nest  egg 

lie  there. 

Want  to  know  more?  For  more  complete  information  about  Twentieth  Century's 
funds  (Growth  Investors,  Select  Investors,  Ultra  Investors,  and  U.S.  Govern- 
ments) including  charges  and  expenses,  send  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

No-Load  Mutual  Funds  for  IRA,  Keogh,  and  403B  Accounts 

I 
I 

I 
I 
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Please  send  a  free  prospectus  to: 


Name  . 


Address  . 
City  


State   Zip  . 


r  a  good  start,  American  robotics  firms 
we  lost  ground  to  the  Japanese,  who,  for 
the  moment,  are  far  ahead. 


Whose  robots  are 
winning? 


By  John  A.  Byrne 

W'hen  Japan  imported  its  first 
industrial  robot  from  AMF 
back  in  1967,  the  U.S.  was  a 
good  15  years  ahead  in  robotics  tech- 
nology. U.S.  technology  is  still  second 
to  none,  but  the  U.S.  manufacturers 
may  be  losing  the  battle  of  production. 
As  many  as  40  Japanese  companies, 
including  giants  like  Hitachi  and  Mit- 
subishi, are  now  viable  competitors. 
Fewer  than  a  dozen  U.S.  firms,  led  by 
Cincinnati  Milacron  and  Westing- 
house's  Unimation,  successfully  com- 
pete in  the  U.S.  The  Matsushita  Group 
alone  is  gearing  up  for  robot  sales  of 
$170  million  by  1985.  That's  what  the 
entire  U.S.  market  is  worth  now. 

The  problem  for  the  Americans  has 
not  been  in  the  technology  but  in  the 
market.  U.S.  manufacturers  were  far 
less  willing  to  introduce  robots  into 
their  factories  than  were  Japanese 
manufacturers.  The  Japanese  were 
willing,  moreover,  to  use  them  for 
relatively  simple  tasks  like  spot  weld- 
ing and  plastic  molding.  This  created 
a  big  market  for  elementary  robots, 
and  Japanese  robotics  firms  rushed  to 
fill  the  demand.  Meanwhile,  their 
American  competitors  were  strug- 
gling along  with  minimal  orders  and 
insufficient  capital.  Failing  to  find  a 
receptive  home  market,  Unimation 
was  eventually  reduced  to  handing 
over  its  pioneering  robot  technology 
to  Kawasaki  Heavy  Industries  in  a 
fateful  licensing  deal  in  1968. 

It  seemed  like  a  good  deal  at  the 
time.  Unimation  got  a  royalty  on  ev- 
ery robot  Kawasaki  sold  as  well  as  on 
those  robots  developed  by  Kawasaki 
itself.  Unimation  also  gained  rights  to 
all  of  Kawasaki's  own  technology 
without  charge.  So  Unimation  bene- 
fited both  from  immediate  entry  into 
Japan,   the  world's  fastest-growing 


market,  and  got  protection  from  copy- 
cats through  Kawasaki's  enforcement 
of  its  patents  in  Japan. 

But  today  that  licensing  deal 
doesn't  look  so  good.  Kawasaki  hasn't 
developed  any  new  robots.  Nor  has 
Unimation  after  more  than  14  years 
found  any  significant  Kawasaki  tech- 
nology it  has  wanted  to  pick  up. 

In  short,  Unimation  gave  away  its 
pioneering  robot  technology  for  a 
song.  Says  Paul  Allegretto,  CEO  of 
Ohio-based  Advanced  Robotics  Corp. 
and  a  former  Unimation  executive:  "I 
doubt  if  the  royalty  payments  have 
been  more  than  a  tenth  of  the  money 
it  would  have  cost  Kawasaki  to  work 
out  the  same  technology  itself."  Not 
surprisingly,  Kawasaki  has  become 


One  of  GM's  imported  robots 

Why  is  Detroit  buying  Japanese? 


the  leading  robotmakcr  in  Japan,  wit] 
9%  of  the  total  market. 

The  latest  slap:  Nissan  Motor  ha 
imported  70  Kawasaki  robots  of  Uni 
mation  design  from  Japan  for  its  ne\ 
Datsun  truck  plant  in  Smyrna,  Tenri 
rather  than  buy  them  direct  from  Uni 
mation.  Of  the  220  robots  in  the  high 
ly  automated  plant,  only  a  handfu 
will  be  from  U.S.  robot  companies 
This,  despite  Nissan's  stated  efforts  t 
buy  as  much  equipment  as  possibl 
from  U.S.  suppliers. 

Until  this  year  the  Japanese  hav 
had  less  than  a  2%  share  of  the  stil 
tiny  $170  million  U.S.  robot  markei 
The  Japanese  market  grew  so  rapidl 
that  most  companies  weren't  able  t 
meet  local  demand.  So  they  didn' 
seriously  go  after  the  American  mai 
ket  until  just  this  past  year.  Now  the 
are  going  after  it  with  a  vengeance. 

Right  now,  two-thirds  of  the  90,00 
robots  in  use  in  Japan  are  primitiv 
sequence  models  designed  to  do  repet 
itive  pick-and-place  jobs.  But  if  yo 
strip  out  those  simple  robots  that  d 
not  meet  the  U.S.  definition,  the  Japa 
nese  still  can  boast  probably  mor 
than  30,000  installed  robots,  vs.  onl 
6,000  in  the  U.S.,  according  to  Pau 
Aron  of  Daiwa  Securities  America 
And  a  growing  number  of  Japanes 
firms  are  now  marketing  far  more  sc 
phisticated  robots  that  are  fully  com 
petitive  with  those  of  U.S.  producers 
Only  four  years  ago  U.S.  leader  Uni 
mation  was  the  only  company  in  th 
world  actively  marketing  an  advance 
assembly   robot.   Within   just  tw 
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Eliminating  choice.  The  new  wave 
in  the  life  insurance  business? 


Lately,  it  seems  that  some  life  irtsurance 
companies  are  dropping  their  traditional 
policies  into  one  basket. 

They've  been  devoting  themselves  to  new 
interest-sensitive  policies  while  virtually 
eliminating  choices  available  to  clients. 

But  not  the  USLIFE  companies.  Not  when 
interest  rates  are  so  unpredictable.  And  not 
when  we've  had  a  parade  of  highly  acclaimed 
new  product  innovations.  Products  that 
include  interest-sensitive  policies  like  our 
INNOFLEX*  series,  and  the  traditional  kind 
like  Business  Whole  Life  and  Executive  85. 

As  you  can  see,  USLIFE  believes  you  must 
have  a  choice  when  buying  insurance.  A 


choice  that  shouldn't  be  minimized  by  making 
some  products  seem  obsolete. 

This  may  very  well  be  an  idea  that's  behind 
the  times.  It  may  also  be  ahead  of  them.  Fact  is, 
no  one  can  really  predict  which  policy  will  be 
able  to  satisfy  future  needs.  So,  in  any  event, 
USLIFE  is  prepared. 

It's  this  kind  of  responsiveness  that  makes 
the  combined  USLIFE  companies  rank  third 
among  all  other  stock  life  insurance  companies 
in  individual  life  sales. 

How  can  USLIFE  serve  you?  Just  call  the 
company  nearest  you.  If  you  prefer,  contact 
Dept.  M,  USLIFE  Corporation,  125  Maiden  Lane, 
New  York,  NY  10038.  Phone:  212-709-6226. 

'Not  yet  available  in  all  states. 


LW.IFE 

life  is  a  family  affair 

Our  family  of  life  insurance  companies:  The  United  States  Life  Insurance  Company,  New  York,  NY  212-709-6360 
USLIFE  Life  Insurance  Company  of  California,  Pasadena,  CA  213-795-0401  •  Great  National  Life,  Dallas,  TX  214-357-1861 
Old  Line  Life,  Milwaukee,  Wl  414-271-2820  •  All  American  Life,  Chicago,  IL  312-399-6500 
Lincoln  Liberty  Life,  Des  Moines,  IA  515-225-2000 


Now  there  are  tv 
everyone  always  wante 


The  transcontinental  Challenger  600. 
NBAA/IFR  range:  2,800  nautical  miles*  with  reserves. 


Never  take  things  for  granted. 

When  they  tell  you  you  can't  have 
a  big,  comfortable  passenger  cabin  in 
a  corporate  jet  unless  you  have  big, 
fuel-guzzling  engines  to  go  with  it, 
don't  believe  them. 

When  they  tell  you  you  can't  get 
the  range  you  need  without  those 
same  big,  fuel-guzzling  engines,  don't 
believe  them. 

And  when  they  tell  you  to  forget 
fuel  economy  unless  you  fly  some 
cramped,  narrow  mailing  tube  with 
wings,  don't  believe  them. 

Believe  us. 

There  are  now  two  new  corporate 
aircraft  that  are  proceeding  to  stand 
the  traditional  and  hidebound  world  of 
corporate  aviation  on  its  ear. 

The  Canadair  Challenger  600  and 
the  Challenger  601. 

For  the  first  time,  you  no  longer 
have  to  choose  between  flying 
comfortably,  flying  economically  and 
flying  long-range. 

All  you  have  to  decide  is  whether 
you're  going  to  do  most  of  your  flying 
within  continents,  or  between  them. 

The  Avco  Lycoming-powered 
Challenger  600.  Now  you  can  fly 
a  big  transcontinental  corporate 

jet  for  the  cost  of  a  little 
transcontinental  corporate  jet. 

It  should  come  as  no  surprise  that 


the  Canadair  Challenger  600,  with  its 
massive  8'2"-wide  cabin,  is  a  full  two 
feet  wider  than  the  Falcon  200  and 
the  Jetstar  II,  and  two  feet,  three 
inches  wider  than  the  Learjet  55  and 
the  Hawker-Siddley  125/700. 

It  should  come  as  no  surprise  that 
the  Challenger  600,  with  its  2.800 
NBAA/IFR  nautical  miie  range,  is  the 
only  true  transcontinental  corporate 
jet  in  the  lot,  capable  of  making  NY-LA 
non-stop  with  unfailing  reliability  and 
a  full  passenger  cabin. 

What  should  jolt  you  considerably, 
however,  is  this: 

The  direct  operating  cost  per  mile 
of  a  Challenger  600  is  no  greater  than 
that  of  a  far  smaller  aircraft  like  the 
Jetstar  II. 

Hard  to  believe? 

Maybe  not  so  hard  when  you  take 
into  account  the  fact  that  at  least  15 
years  passed  between  the  introduc- 
tion of  these  aircraft  and  the  introduc- 
tion of  the  Challenger  600  a  mere  two 
years  ago. 

Fifteen  years  ago.  a  gallon  of  jet 
fuel  cost  less  than  a  dime. 

Fifteen  years  ago,  communities 
were  less  militant  about  noise— and 
so  was  the  government. 

Fifteen  years  ago,  Federal  Air 
Regulations  were  more  lenient. 

Ffteen  years  ago,  executives  were 


less  demanding  about  the  cor 
environment  in  which  they  hac 
spend  hours  getting  from  one 
to  another  and  from  which  the 
emerge,  in  whatever  physical  £ 
mental  shape,  to  do  business 
stockholders. 

But  despite  the  fact  that  a 
has  changed  over  the  years,  tr 
Challenger  600  is  literally  the  c 
transcontinental  corporate  jet 
signed  recently  enough  to  cop 

Take  noise.  The  Challengei 
one  of  the  quietest  corporate  j 
the  world,  based  on  FAA  meas 
ments  for  takeoff,  sideline  and 
approach  for  landing. 

Take  federal  design  and  0| 
tional  requirements.  The  Chalk 
complies  with  stringent  Feder; 
Regulations  Part  25  as  redefir 
1976.  It  is  the  only  corporate  j( 
two  completely  independent  s 
flight  controls,  three  complete 
pendent  hydraulic  systems  (wi 
separate  power  sources  for  ea 
an  AC  electrical  system  with  fc 
pendent  power  sources,  allowi 
complete  aerodynamic  contro 
aircraft  even  with  both  engine 

Once  it's  understood  that  1 
Challenger  represents  nothing 
than  a  decade-and-a-half  leap 
technology,  the  capabilities  of 


*3.200  NM  option  available  on  the  Challenger  600.  The  journeys  quoted  for  the  Challengers  have  been  calculated  using  average  annual  wi 


orporate  jets  that  do  what 
rporate  jets  to  do. 


The  intercontinental  Challenger  601. 
NBAA/IFR  range:  3,500  nautical  miles,  with  reserves. 


range  version  of  the  Challenger, 
2d  by  GE  CF-34  engines  in  place 
)i  )mings.  may  not  come  as  quite 
h  of  a  shock. 
Empowered  Challenger  601. 
\  fly  you  more  economically 
b  greater  comfort  than  any 
!  intercontinental  corporate 

jet  in  the  world. 
hat  is  true  of  transcontinental 
ate  jets  is  equally  true  of  inter 
ental  corporate  jets. 
E  been  a  long  time  between 
technological  advances, 
r  example,  the  forerunners  of 
)ntinental  aircraft  like  the 
earn  III  and  the  Falcon  50  were 
ied  fifteen  and  twenty  years  ago 
:tively. 

)  it  should  come  as  no  surprise 
e  Challenger  601,  despite  its 
is  interior  dimensions,  averages 
ning  37%  to  41%  lower  rate  of 
msumption  per  mile  than  the 
earn  III,  and  even  a  6%  to  14% 
ate  of  fuel  consumption  per 
tan  the  far  smaller,  shorter- 
Falcon  50. 

t  the  Challenger  is  bigger 
oth  these  aircraft  in  the  one 
sion  most  critical  to  passenger 
rt  and  a  realistic  working 
nment:  width. 

easured  at  the  floorline,  the 


Challenger  is  roughly  30%  wider  than 
the  Gulfstream  III  and  48%  wider  than 
the  Falcon  50. 

As  for  range,  the  intercontinental 
Challenger  601  will  fly  you  3,500  nauti- 
cal miles  with  full  NBAA/IFR  reserves 


Or  from  Atlanta  to  Lisbon  non-stop. 

Or  from  Miami  to  Dakar  non-stop. 

To  find  out  more  about  the  two 
new  corporate  jets  from  Canadair 
that  have  changed  everything,  talk  to 
Mr.  James  B.  Taylor,  President  of 


Despite  their  meager  fuel  consumption,  both  the  Challenger  600  and  601 
are  bigger  than  every  other  corporate  jet  in  the  one  dimension  most  critical 
to  passenger  comfort  and  a  realistic  working  environment:  width. 


sti 


n  the  tanks. 
Which  makes  it  one  of  the  very 
few  corporate  jets  in  existence  that 
can  cross  the  Pacific  with  one  stop. 

Or  fly  from  New  York  to  the  Middle 
East  with  one  stop. 

Or  from  New  York  to  Paris  non-stop. 
Or  from  Washington  to  Stockholm 
non-stop. 


Canadair  Inc. 

His  telephone  number  is  (203) 
226-1581. 

Or  you  can  write  him  at  Canadair 
Inc.,  274  Riverside  Avenue,  Westport, 

ct  06880.  canadair 

chaiienQer 


This  announcement  is  neither  an  oiler  to  sell  nor  a  solicitation  of  an  otter  to  buy 
these  securities  The  ofler  is  made  only  by  the  Prospectus 


New  Issue  /  February  11,  1983 


$150,000,000 


Pan  American  World  Airways,  Inc. 


15%  Convertible  Secured  Trust  Notes  Due  1998 


Interest  payable  semiannually  on  March  1  and  September  1,  commencing 
September  1,  1983  at  a  $3  00  annual  rate  per  $20  Trust  Note 
Each  Trust  Note  is  convertible  into  Pan  Am 
Capital  Stock,  initially  at  $5  50  per  share 


Price  100%  Per  $20  Trust  Note 

Plus  accrued  interest,  it  any.  trom  the  date  ot  issuance 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  olfer  these  securities  in  such  State 


E.  F.  Hutton  &  Company  Inc. 
Bear,  Stearns  &  Co.        Drexel  Burnham  Lambert  Prudential-Bache 

Incorporated  Securities 

L.  F.  Rothschild,  Unterberg,  Towbin       Shearson/American  Express  Inc. 


Warburg  Paribas  Becker  Dean  Witter  Reynolds  Inc. 

A  G  Becker 


Don't  mate  your  mail 
come  looking  for  you. 


If  you  don't  notify  everybody  at 
least  one  month  before  you  move, 
some  of  your  favorite  mail  may 
spend  a  lot  of  time  looking  for  your 
new  address. 

You  can  pick  up  a  free  Change- 
of- Address  Kit  at  the  Post  Office  f 


to  make  notifying  even  easier. 

Also,  be  sure  to  look  in  magazines 
and  use  the  convenient  change-of- 
subscription  form  as  well. 

Moving  should  be  an  enjoyable 
experience.  But  it  won't  be  fun  if 
your  mail  gets  left  behind. 


Let  everybody  know  where  you're  moving  to. 


©USPS  1981 
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Two 

Golden  Opportunities 
from  Esquire. 


This  year  ESQUIRE  is  publishing  two 
issues  of  particular  interest  to  any  and  all 
who  value  superb  writing. 

These  extraordinary  Collector's  Issues 
will  carry  a  premium  cover  price,  yet 
subscribers  will  receive  them  at  no  extra 
cost  whatsoever. 

June,  1983:  HOW  WE  LIVED 
In  June,  subscribers  will  receive  HOW  WE 
LIVED  -  fifty  years  of  great  ESQUIRE  articles 
distilled  into  a  history  of  the  American 
experience.  Legendary  pieces  by 
Fitzgerald,  Hemingway,  Dos  Passos, 
Mencken,  Ralph  Ellison,  Mailer,  Wolfe, 
Joan  Didion. .  .and  more. 

December,  1983: 
THE  50  WHO  MADE  THE  DIFFERENCE 

In  December  comes  the  show  stopper. 
Fifty  of  the  foremost  writers  in  America 


have  been  signed  for  a  unique  purpose: 
each  is  to  profile  a  man  or  woman  who, 
in  ESQUIRE'S  judgment,  has  had  an 
unusually  strong  impact  on  the  course 
and  the  temper  of  our  times. 

The  authors  include  Louis  Auchincloss, 
Truman  Capote,  Ken  Kesey  Tom  Wicker, 
Irwin  Shaw,  Gay  Talese,  Tom  Wolfe,  and 
many  more.  The  f  ifty  individuals  they  are 
writing  about  are  a  secret. .  .to  be  revealed 
only  upon  publication  of  the  December 
ESQUIRE. 

Act  Now.  Subscribe  to  ESQUIRE. 

The  coupon  makes  it  easy.  And  a  subscription 
(which  includes  the  two  Collector's  Issues) 
costs  so  little.  Just  $1 1.95  for  a  full  year. 

To  order  by  phone,  call  toll-free 
1-800-247-21 60,  operator  22. 


ESQUIRE  Golden  Opportunity  Card 

□  YES,  I  wish  to  subscribe  to  ESQUIRE  I  understand  a 
one-year  (12  issue)  subscription  costs  only  $1 1.95 
That's  50%  oft  the  regular  cover  price  and  33%  off  the 
regular  subscription  price. 


NAME 

(please  print  J 

ADDRESS 

CITY 

STATE 

ZIP 

Send  coupon  to  Esquire,  Circulation  Department, 
2  Park  Avenue,  NY,  NY  10016 


4F0RI 


You  Must  Reply  by  April  5th  to  Receive  the  June  issue 


mmm 


We  all  amass  books  during  our  lives,  usually  without  thinking 
much  of  it.  Why  not  concentrate  on  collecting,  for  fun  and 
perhaps  profit?  Its  not  purely  a  rich  mans  game  by  a  long  shot. 


The  best  of  tomes 


By  Kevin  McManus 


A dealer  in  rare  books  last  year 
published  an  ad  headlined 
i  "Rare  books  make  rich  men 
wise  and  wise  men  rich."  Nice  turn  of 
phrase,  but  the  first  part  is  probably 
more  accurate  than  the  second.  Book 
collecting  is  still  one  enterprise  where 
asset  appreciation  and  the  costs  of 
starting  a  collection  are  generally 
modest.  Certainly  there  are  prices 
that  have  entered  the  stratosphere — 
you  can't  touch  a  Gutenberg  Bible  for 
less  than  $1.5  million  nowadays.  But 
the  majority  of  rare-book  auctions 
and  dealer  catalogs  offer  plenty  of  sig- 
nificant items  for  under  $100.  And  a 
collector  who  spends  as  much  as 
$100,000  a  year  on  rare  books  is  a 
serious  factor  in  the  market- 
place— which  cannot  be  said 
of  many  other  collectibles. 

Most  rare  books  have  gener- 
ally kept  up  with  inflation  or 
lagged  it  only  a  bit.  Dealers  and 
other  bibliophiles,  nevertheless, 
speak  warily  of  return  on  invest- 
ment. They  would  much  rather 
emphasize  the  fun  of  searching  for 
a  book,  the  satisfaction  in  finding  it 
and  the  pleasures  of  reading  and  dis- 
playing it. 

Rare  books,  in  any  case,  are  not  a 
pleasure  reserved  for  the  very  rich. 
"The  majority  of  collecting  is  in  fairly 
modestly  priced  material  that  is  ac- 
cessible to  anyone  with  a  middle- 
class  income,"  says  George  Lowry, 
president  of  Swann  Galleries,  New 
York,  the  country's  biggest  auctioneer 
specializing  in  rare  books. 

No  matter  how  much  a  collector 
invests  in  books,  he  is  always  best  off 
concentrating  on  one  or  two  areas 
that  interest  him  and  not  straying 
from  them  in  his  purchases.  A  novice 
who  buys  in  a  number  of  fields  often 


finds,  after  a  few  years,  that  his  collec- 
tion is  worth  just  about  what  he  paid 
for  the  books — and,  in  some  cases, 
less.  On  the  other  hand,  a  collection 
on  a  single  subject  is  almost  always 
more  valuable  than  the  sum  of  its 
parts.  "  'What  to  collect?'  is  a  ques- 
tion that  answers  itself,"  says  New 
York  dealer  Robert  Wilson.  "A  collec- 
tor collects  what  fascinates  him." 

Theoretically,  anyone  can  collect  in 
any  field,  but  there  are  some  areas  the 
beginner  should  avoid.  Incunables,  or 
books  published  at  the  dawn  of  print- 
ing (from  about  1450  to  1500),  are 


Three  miniature  vol- 
umes (actual  size)  from  de- 
partment store  executive  Stanley 
Marcus'  collection. 

scarce,  hence  expensive.  First  editions 
by  popular  early-20th  century  Ameri- 
can authors  are  also  hard  to  come  by 
at  moderate  prices. 

Collections  need  not  be  built 
around  the  subject  matter  of  books. 
Some  people  see  books  as  objets  d'art 
and  buy  them  as  they  might  buy 
paintings,  regardless  of  subject  mat- 
ter. Others  acquire  books  by  certain 
authors.  Stanley  Marcus  of  Dallas  col- 
lects miniatures,  books  no  more  than 
three  inches  tall. 

"I  found  that  I  could  smuggle  little 
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Edited  by  William  G.  Flanagan 

books  into  my  house  without  my  wife 
knowing  about  them,"  says  Marcus, 
chairman  emeritus  of  the  Neiman- 
Marcus  department  store  chain  and  a 
consultant  to  the  chain's  owner,  Car- 
ter Hawley  Hale.  Marcus'  wife  likes 
books  but  thought  her  husband's 
original  collection — 10,000  full-size 
volumes  on  art,  archaeology  and 
printing — took  up  too 
'#  M  much  house  room.  Hence  his 
merest  in  miniatures,  of 
which  he  now  has  about  4,500. 
What  makes  a  book  valuable? 
carcity  and  condition.  Two  two- 
olume  sets  of  the  same  edition  of 
Samuel  [ohnson's  dictionary,  for 
example,  can  differ  in  price  by 
$5,000,  if  one  is  in  fine  condition  and 
in  its  original  binding  and  the  other  in 
worn  condition  and  rebound.  A  first 
edition  of  Hemingway's  Winner  Take 
Nothing  might  be  offered  for  $20  if  the 
dust  jacket  were  missing  and  for  $250 
if  the  book  were  in  perfect  condition. 

Age  itself  doesn't  necessarily  deter- 
mine value.  A  16th-century  book  on 
an  unimportant  topic  may  be  much 
less  highly  prized  than  a  landmark 
volume  published  in  1960. 

First  editions,  as  a  rule,  fetch  more 
than  later  ones.  But  in  some  cases,  a 
book's  second  edition  becomes  more 
valuable.  A  good  example  is  Kinder 
und Haus-Marchen  (Jacob  and  Wilhelm 
Grimm's  fairy  tales),  written  for 
adults  and  then  revised  because  of  its 
enormous  popularity  among  children. 
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A  reliable  dealer  is  your  best  guide 
to  what  is  valuable  and  what  is  not. 
Thus  it  is  a  good  idea  to  do  most  of 
your  buying  through  one.  The  most 
common  way  of  purchasing  books — 
and  a  good  way  to  get  a  feel  for 
prices — is  through  dealers'  catalogs. 
Most  dealers  charge  nothing  for  cata- 
logs, but  a  handful  weed  out  the 
browsers  by  setting  stiff  prices.  The 
catalogs  of  the  country's  most  exclu- 
sive dealer,  H.P.  Kraus  of  New  York, 
start  at  $10  and  go  up  to  $75.  (For  a 
free  list  of  dealers  and  their  respective 
specialties,  write  to  the  Antiquarian 
Booksellers  Association  of  America  at 
50  Rockefeller  Plaza,  New  York,  N.Y. 
10020.) 

Another  way  to  buy  is  at  rare-book 
auctions,  held  regularly  in  New  York 
and  Los  Angeles  and  irregularly  else- 
where. Unless  you  have  the  time  and 
stomach  for  auctions,  however,  you 
may  find  it  best  to  let  the  dealer  buy 
for  you.  He  is  probably  better  able  to 


One  collector's  rare  editions  of  20th-century  American  literature,  incl 
ing  Don  Marquis'  "archy  and  mehitabel"  trilogy  and  four  separate  t 
Hons  of  Henry  Miller's  Black  Spring,  published  in  Paris  in  1 936  and  hen 
1963.  Original  dust  jackets  give  these  books  much  of  their  value. 


assess  what  is  offered,  tell  you  how 
important  it  is  to  your  collection  and 
determine  a  good  bidding  price. 

Michael  Zinman,  a  collector  in 
Ardsley,  N.Y.,  routinely  peruses  cata- 
logs from  German,  English  and  Dutch 
auction  houses.  When  he  sees  some- 


First  Latin  edition  of  explorer  Hernando  Cortex'  second  letter  from  Mexico 
to  King  Charles  V  of  Spain,  published  in  1522. 


thing  interesting,  he  calls  his  Lone 
dealer,  Bernard  Quantch,  Ltd.,  ; 
asks  to  have  an  agent  look  at  the  1 
before  the  sale.  The  folks  at  Quant 
familiar  with  Zinman's  collecti 
which  comprises  half  a  dozen  s 
jects,  report  back  to  him  and  h 
formulate  bids. 

But  even  veteran  collectors  still 
a  lot  of  browsing  in  used-book  stoi 
where  bargains  may  lurk. 

Ben  Traywick,  an  Arizona  collec 
specializing  in  books  about  the  Arr 
ican  West,  found  a  sleeper  not  1< 
ago  in  Bisbee,  Ariz.  "I  went  inti 
little  shop  and  bought  a  first  editioi 
Helldorado  by  William  Breakenndg 
paid  only  $7  for  it,  and  it's  proba 
worth  $50." 

The  chances  of  a  real  find  at  a  us 
book  shop  are  "fair,  not  good,"  accc 
ing  to  Jacob  Chernofsky,  editor  of 
Bookman's  Weekly,  the  main  tr; 
magazine  for  dealers  and  collect 
"There  are  so  many  different  aspe 
to  books  that  no  dealer  can  know 
erything.  So  obviously  he's  going 
have  some  books  on  his  shel 
whose  value  he  will  not  be  fully  aw 
of,  and  he  really  doesn't  care." 

Book  fairs  also  offer  good  oppoi 
nities  for  collectors  to  see  lots  of  i 
ferent  books,  meet  other  collect 
and'get  on  dealers'  mailing  lists.  M 
than  100  dealers  from  around 
world  will  show  their  wares  at 
23rd  New  York  Antiquarian  Be 
Fair,  to  be  held  Apr.  7  through  9  at 
Seventh  Regiment  Armory,  Park  A 
nue  at  67th  Street,  New  York  City 

Among  the  star  items  that  will 
on  display  at  that  fair  are  a  first  e 
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CELEBRITY  MWTHII1G  EL 

TOO  THIRSTV I 

The  front-wheel-drive  Chevrolet  Celebrity  has  the  room.  ride,  trunk  spaee.  comfort  and  quit 
look  for  in  the  big  rear- wheel-drive  mid-size  ears. 

It  has  standard  automatic  transmission,  power  steering,  power  brakes. 

Yet  it  also  has  the  kind  of  mileage  estimates*  that  drove  you  into  the  front-wheel-drive  comp 
Plus  a  new  lower  pricet  that  makes  everything  you  get  in  Celebrity  now  look  even  better. 

In  fact,  you  won't  find  any  other  front-wheel-drive,  standard-engine  electronically  fuel-injee 
sedan  that  gives  you  Celebrity's  combination  of  room,  mileage  and  features  at  a  lower  price. 

All  of  which  presents  you  with  a  clear  choice  in  fleet  cars. 

Do  you  buy  something  that's  too  big.  too  small,  or  too  expensive?  Or  the  one  that's,  well,  pe 


HUES  UP  TOO  CRflniPED, 
10RE  EKPEHSIUE. 

1  ST.  HWY. ,  @  EPA  EST.  MPG.  *  Use  the  estimated  MPG  for  comparisons.  Your  mileage  may 
r  depending  on  speed,  distance,  weather.  Actual  highway  mileage  lower.  Some  Chevrolets  are 
:>ped  with  engines  produced  by  other  GM  divisions,  subsidiaries,  or  affiliated  companies 
dwide.  See  your  dealer  for  details. 

Id  on  a  comparison  of  Manufacturers  Suggested  Retail  Prices  for  1982  and  1983  models.  Levels  of 
pment  will  vary  CHEVROLET  FLEET  SALES 

5/7-/  imam  ommE^mzm' 
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tion  of  Adam  Smith's  The  Wealth  of 
Nations,  published  in  1776;  an  exten- 
sive collection  of  documents,  broad- 
sides and  books  relating  to  slavery  and 
black  Americana;  and  an  edition  of 
Lewis  Carroll's  The  Hunting  of  the 
Snark,  with  1 1  original  color  litho- 
graphs by  Max  Ernst. 


IKE  YOUNG  ROBBERS. 
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Rare  copy  of  children's  book  Picture  Lessons,  Illustrating  Moral  Trut 
published  c.  1 840,  from  the  collection  of  Michael  Zinman. 


Partner  Mary  Ann  Mitchell  and  cus- 
tomer at  dealer  H.P.  Kraus. 


Once  a  book  is  in  your  possession, 
you  need  not  give  it  special  treatment. 
It  is  usually  sufficient  to  shelve  a  col- 
lection in  a  room  that  is  neither  too 
dry  nor  too  damp.  If  a  book  is  so  old 
that  it  appears  ready  to  come  apart  in 
your  hands,  you  may  want  to  have  a 
special  box  made  for  it.  If  the  pages  are 
yellow  and  brittle,  the  paper  may  need 
to  be  de-acidified.  A  dealer,  museum 
or  auction  house  can  advise  you  on 
this  and  recommend  a  restorer  to  do 
the  work.  One  of  the  best-known  re- 
storers in  the  country  is  Carolyn  Hor- 
ton  &  Associates  of  New  York  (212- 
989-1471). 

Rebinding  or  otherwise  repairing 


What's  it  worth? 


If  you  have  a  book  or  a  collection  of  books  that  you  think  is  valuable, 
here  are  some  ways  of  finding  out  what  they  arc  worth,  according  to 
the  Antiquarian  Booksellers'  Association  of  America: 

•  The  first  place  to  look  is  American  Hook  Prices  Current,  a  guide 
published  annually  that  lists  recent  auction  prices  of  35,000  rare  books, 
manuscripts  and  other  items.  AliPC  can  be  found  at  most  public  libraries. 

•  For  more  detailed  information,  consult  a  rare-book  dealer,  who  can 
appraise  your  book  or  collection  for  insurance,  tax  or  other  purposes.  His 
fee  will  depend  on  the  size  and  value  of  the  collection,  but  it  is  safe  to 
assume  that  the  fee  will  be  only  a  small  fraction  of  the  collection's  value. 
If  the  books  are  of  little  or  no  value,  there  may  be  no  charge  at  all. 

•  If  you  contact  the  dealer  by  mail  or  phone,  be  prepared  to  give  a 
description  that  includes  author  and  title;  size  (give  the  size  of  pages  in 
inches);  binding  (full  leather,  half  leather,  cloth,  paper  covers,  etc.);  date 
(if  the  title  page  has  no  date,  give  the  copyright  date  on  the  reverse  of  the 
title  page);  number  of  pages  and  illustrations  (state  whether  plain  or 
colored);  condition  (inside  and  out;  state  if  torn  or  stained). 

•  Bear  in  mind  that  the  Bible  is  the  most  frequently  reprinted  book  in 
the  Western  world,  and  so  not  scarce.  Rare  and  important  editions 
include  the  Gutenberg  Bible  (generally  considered  to  be  the  first  printed 
book),  the  Mentelin  Bible  of  1460  (also  in  German)  and  the  first  Bible  in 
any  other  language. 

•  Old  school  books,  sermons  and  bound  volumes  of  the  Congressional 
Record  generally  have  little  value.  McGuffey's  Reader  has  been  so  publi- 
cized that  some  suppose  any  edition  of  it  must  be  valuable.  Not  so.  Since 
over  122  million  copies  have  been  sold,  it  can  hardly  be  considered 
scarce.— K.M. 


books  is  not  recommended,  since  cc 
lectors  seek  books  in  original  cone 
tion,  no  matter  how  poor.  Bookplate 
specially  designed  labels  that  son 
collectors  affix  to  the  inside  front  co 
ers  of  their  books,  are  inadvisable  u 
less  you  are — or  plan  to  become— 
prominent  collector. 

Surprisingly,  opinion  divides  c 
whether  collectors  should  read  the 
books.  One  school  of  thought  hoi 
that  handling  a  book  constitutes  u 
necessary  wear  and  tear;  others  fe 
that  books  are  meant  to  be  read,  n 
looked  at.  "I  don't  think  you  cou 
read  all  your  books  if  you  acquired 
fair  amount  of  them,"  says  Jac< 
Chernofsky.  "But  a  serious  collect 
will  generally  become  familiar  wi 
every  book  he  buys." 

Ben  Traywick  claims  to  have  re; 
all  4,000  volumes  in  his  collection, 
read  a  book  a  day,  on  average,"  1 
says.  Michael  Zinman,  on  the  oth 
hand,  is  content  to  browse  through 
volume  before  shelving  it.  "I  have 
large  number  of  books  by  Cottc 
Mather  and  Increase  Mather,"  1 


First  proposed  laws  for  America,  I 
John  Cotton,  published  in  1641. 
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Frederick  Forsyth's  Rolex  is  like  his  novels. 
Tbugh,accurate  and  very  stylish. 


Frederick  Forsyth  is  not 
a  prolific  writer. 

In  fact,  in  the  past  twelve 
years  he  has  completed  just 
four  full-length  novels. 

And  yet  The  Day  of  the 
Jackal,  The  Odessa  File, 
The  Dogs  of  War  and  The 
Devil's  Alternative  have  all 
become  instant  best-sellers 
around  the  world. 

Already  his  first  three 
books  have  been  made  into 
successful  feature  films. 

Forsyth's  writing  is 
characterized  by  a  blend  of 
uncannily  authentic  detail 
and  superb  storytelling. 

The  facts  are  drawn 
from  his  own  many  experi- 
ences as  a  front-line  war 
correspondent;  the  fiction,  from  some- 
thing the  craftsmen  at  Rolex  appreciate 
only  too  well  —  a  sense  of  style. 


Frederick  Forsyth  wears 
a  Rolex  Oyster  Day-Date 
in  18kt.  gold,  with  matching 
President  bracelet. 

"It  is  very  tough  and 
well  made,"  he  says.  And, 
it  is  also  immensely 
practical. 

"I  can  wear  my  Rolex  all 
the  time.  I  never  have  to 
take  it  off,  even  to  use  a 
chain  saw.  Nothing  seems 
to  bother  it." 

Apart  from  his  Rolex, 
Frederick  Forsyth  is  par- 
ticularly pleased  with  the 
coat  you  see  him  wearing 
in  the  photograph. 

He  spotted  it  in  a  shop  in 
London,  and  asked  of  what 
fur  the  collar  was  made, 
rhe  assistant  told  him. 
"Jackal/' 

•f 

ROLEX 


I' l,  lined:  The  HoieX  DdV  Ihilc  Clmiiimjirlt W.  Arailahlv  in  Ml.  ({old,  With  mnh  king  I'lrsid,  ill  hmcclrl. 


Write  for  brochure.  Rolex  Watch,  U.S.A.,  Inc.,  Dept.  3 23. Rolex  Building,  665  Fifth  Avenue,  New  York,  Neiv  York  10022-5383. 
World  headquarters  in  Geneva.  Other  offices  in  Canada  and  major  countries  around  the  world. 


says,  "and  I  defy  anyone  to  read  that 
garbage." 

If  you're  thinking  about  inaugurat- 
ing a  collection,  the  following  refer- 
ence books  arc  highly  recommended 
by  dealers:  Modern  Book7  Collecting,  A 
(inkle  for  the  Beginner  Who  is  Buying 
First  Editionsfor  the  i'irst  Time  by  Robert 
Wilson  (Knopf,  $13.95);  ABC  for  Book 
Collectors  by  John  Carter  (Knopf, 
$11.95);  The  Pleasures  of  Book  Collect- 
ing by  Salvatorc  Iacone  (Harper  & 
Row,  $14.95);  Collectible  Books.  Some 
New  Paths  (R.R.  Bowker,  $16.95)  and 
Book  Collecting:  A  Modern  Guide  (R.R. 
Bowker,  $17.50),  both  collections  of 
essays  edited  by  Jean  Peters.  Subscrip- 
tion rates  for  .\B  Bookman's  Weekly  are 
$85  first  class  and  $50  bulk.  Write  to 
P.O.  Box  AB,  Clifton,  N.J.  07015. 

IRA  reminders 

If  you  have  not  yet  opened  an  IRA 
account  or  made  your  IRA  contri- 
bution for  1982,  here  are  some  things 
to  bear  in  mind  as  you  contemplate 
your  investment  options. 
•  Despite  the  fact  that  Individual 


An  additional  11%  in  the  survey 
had  plans  to  open  an  IRA  in  the  fu- 
ture. But  35%  said  they  didn't  know 
enough  about  IRAs  to  make  a  decision 
to  open  one,  and  23%  said  they 
couldn't  afford  it.  (If  you  aren't  fully 
up  to  speed  on  what  IRAs  arc  and  how 
they  operate,  try  your  bank,  broker, 
insurance  agent,  library  or  bookstore 
for  basic  information.) 

•  Banks  and  thrift  institutions  re- 
cently were  able  to  offer  customers 
money  market  accounts,  similar  to 
money  market  mutual  funds.  Interest 
rates  vary  as  market  conditions  dic- 
tate. But  by  law,  the  minimum  need- 
ed to  open  such  an  account  is 
$2,500 — while  the  maximum  annual 
IRA  contribution  is  $2,000  per  indi- 
vidual ($2,250  if  you  are  married,  fil- 
ing jointly  with  one  working  spouse). 
If  you  would  like  to  put  your  IRA 
contribution  in  a  bank  money  ac- 
count but  are  only  starting  your  IRA 
program  this  year,  there  arc  two 
things  you  can  do.  One,  you  can  put 
part  of  your  1983  IRA  contribution 
together  with  your  1982  contribution 
in  order  to  meet  the  $2,500  mini- 
mum. Two,  you  could  wait  awhile 
and  get  lucky.  Banks  are  appealing  to 
the  IRS  to  permit  the  minimum  of  the 
new  money  market  accounts  to  slip  to 
$2,000 — so  IRA  depositors  would  be 
able  to  qualify  for  those  accounts  with 
just  one  year's  IRA  contribution. 

•  If  you  plan  to  open  a  self-directed 
account  at  a  brokerage  firm  in  order  to 


•  Last  year  banks  wound  up  wit 
some  70%  of  new  IRA  deposits.  Yi 
the  rates  they  offer  are  not  identics 
so  look  for  the  best  return  you  can  gc 
For  example,  on  specially  designc 
18-month  certificates,  the  rates  r 
ccntly  offered  by  several  commerci 
banks  arc  listed  in  the  table  below. 

•  Remember  that  you  can  use  a  di 
fcrcnt  investment  for  your  IRA  eac 
year.  And  you  can  shift  your  accoui 
within  the  institution  without  ar 
tax  penalty  as  often  as  you  like. 

•  You  don't  have  to  contribute  i 
your  IRA  each  year. 

•  The  penalty  for  "early  withdra\ 
al" — taking  money  out  of  an  IRA  b 
fore  you  retire — is  only  a  slap  on  tl 
wrist  for  many  accounts,  and,  ov 
time,  can  practically  vanish.  Yc 
have  to  pay  a  10%  penalty  for  prem 
ture  withdrawal,  plus  pay  ordinary  i: 
come  tax  on  what  you  take  out  of  tl 
account.  But  because  of  tax-free  cor 
pounding,  this  penalty  diminish 
with  time;  after  five  years  or  so,  f 
example,  your  bank  IRA  will  probab 
generate  enough  interest  to  equ 
what  you  would  net  from  a  passboc 
savings  account  for  which  you  h; 
paid  yearly  tax  on  the  interest. 

•  The  earlier  in  the  year  you  esta 
lish  your  IRA,  the  sooner  it  starts  ge: 
erating  tax-deferred  interest  or  di\ 
dends.  They  can  really  add  up  ov 
time.  If  you  deposit  $2,000  in  an  IR 
at  the  beginning  of  each  year  for  1 
years,  for  example,  at  12%  annual  i: 


There's  still  time 

IRA  self-directed  account  fees 

Recent  yields  on  18-month  accounts 

Company 

Opening 
charge 

Annual  charge 

Closeout 
fee* 

Bank 

Fixed  rate 

Variabli 
rate 

Hutton 

None 

$25  |paid  at  opening  and  on  anniversary) 

None 

Continental  Illinois 

9.762% 

8.648"! 

Merrill  Lynch 

$30 

$30  to  $  1 50  (charged  in  May  of  following  year) 

None 

Citibank 

9.650 

8.122 

Prudential-Bache 

20 

$35  (charged  each  |une  for  prior  year) 

$50 

Bank  of  America 

8.250 

10.389 

Dean  Witter 

20 

$20  (paid  at  opening  and  on  anniversary) 

50 

Citizens  &  Southern 

9.500 

N/A 

Paine  Webber 

25 

$25  (paid  at  opening  and  on  anniversary) 

25 

Shearson/ American  Express 

10 

$10  (first  year),  $25  (second  year),  $50  (thcreaiter) 

50 

First  City  of  Houston 

9.650 

8.630 

'For  termination  of  the  plan  prior  to  age  59'/l. 

Retirement  Accounts  are  the  kindest 
thing  the  government  has  done  for 
wage  earners  since  the  repeal  of  Prohi- 
bition, many  people  who  are  eligible 
still  have  not  opened  IRA  accounts 
and  have  no  plans  to  do  so.  Only  9% 
of  2,000  men  and  women  recently 
queried  by  Cadwell  Davis  Partners,  an 
advertising  agency,  had  already 
opened  an  IRA  account  for  1982.  (You 
can  still  do  so,  of  course,  if  you  have 
not  yet  filed  your  1982  return.) 


invest  directly  in  stocks,  bonds  or  oth- 
er investments,  shop  around.  Not  all 
brokers  charge  the  same  fees  for  open- 
ing, maintaining  and  closing  an  ac- 
count (see  table  above).  In  addition,  of 
course,  there  are  standard  commis- 
sions that  have  to  be  paid  on  any 
stocks,  bonds  and  other  investments 
you  make.  And,  if  you  do  go  to  a 
broker,  ask  about  zero-coupon  bonds. 
They  are  an  especially  attractive  in- 
vestment for  some  IRA  customers. 


terest  you  will  wind  up  with  $161,3$ 
in  your  account.  If  you  wait  until  tl 
end  of  the  year  to  make  your  annu 
contributions,  however,  your  nest  ej 
will  amount  to  only  $144,105. 

•  Generally  speaking,  assets  in  i 
IRA  may  not  be  reached  by  creditoi 
nor  can  they  be  pledged  for  loans.  A 
sets  can  be  claimed,  however,  as  pa 
of  divorce  proceedings  or  for  suppo 
or  alimony  payments. — W.G.F. 
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You  opened  your  IRA  account 
to  protect  you.  m 

Now,  how  about  a  little 
gold  to  protect  your  IRA? 


f  you  are  now  in— or  thinking  about  getting  into— an 
lividual  Retirement  Account,  you  might  one  day  be  glad 
j  also  hold  some  gold  in  addition  to  that  IRA  account. 
ror  many  of  you,  an  IRA  account  is  a  wonderful  invest- 
ing You  can  shelter  a  part  of  your  income  tax-free.  But 
re  is  also  a  possible  drawback;  your  IRA  is  all  in  paper 
truments,  such  things  as  stocks,  bonds,  money  market 
ids,  etc.  You  are  not  allowed  to  put  gold  or  any  other  of 
"hard  money"  metals  into  your  IRA  account. 
\r\d  since  an  IRA  is  a  long-term  investment,  you  may 
nt  to  consider  hedging.  With  a  separate  investment  in 
nething  that  will  diversify  your  long-term  portfolio. 
WHY  A  KRUGERRAND  INVESTMENT 
PROTECTS  YOU. 
-ong  term,  the  gold  price  has  historically  moved  inde- 
ndently  of  paper  investments.  So  a  counter  investment 
gold  would  certainly  make  sense.  Once  you've  made  a 
mmitment  to  gold,  you'll  find  there's  one  coin  that  stands 
'::  The  Krugerrand. 

n  America,  Krugerrands  outsell  all  other  gold 
ns  by  a  margin  of  two  to  one.  That's  all  other 
\ns  combined. 

^Jo  other  gold  coin  offers  so  many 
he  good  investment  attributes  o 
I  South  African  Krugerrand.  The 
jgerrand's  four  sizes  offer  exactly 
ounce,  1/2  ounce,  1/4  ounce 


and  1/10  ounce  of  pure  gold.  So  you  can  easily  calculate 
what  your  holdings  are  worth  against  the  world  gold  price. 
NO  OTHER  COIN  GIVES  YOU 
MORE  PURE  GOLD. 

You  can  be  absolutely  certain  that  each  Krugerrand  con- 
tains its  full  designated  gold  content.  The  gold  used  in 
Krugerrands  is  .9999  gold— which  is  the  purest  gold  you 
can  buy.  An  extra  alloying  metal  is  added  to  Krugerrands  to 
make  them  hard  enough  to  resist  scratching  and  denting— 
a  feature  nor  offered  in  all  gold  coins. 

Minted  in  volume  and  therefore  sold  at  a  low  premium 
over  the  price  of  gold,  you'll  find  Krugerrands  at  many  coin 
dealers,  precious  metals  companies,  and  at  some  se- 
lected banks  and  brokerage  houses. 

Welcome  to  the  world  of  smart  diversification. 

For  information  and  dealers  nearyou,  call 1 800-526-7843 
Ext.  5157  (in  New  Jersey  800-522-4503)  or  send  the 
coupon  below. 


ACTUAL  SIZE 


r  

KRUGERRAND  INFORMATION  SERVICE  5157 
I  PO  Box  5544,  Clifton.  N  J  07015 

|  Please  send  tree  brochure  and  a  list  ol  Krugerrand  dealers 

I  Name  

|  Address  

 Zip  


Home  telephone 


Business  telephone 
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KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 
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Behind  The  Figures 


Edited  by  Eamonn  Fingleton 

Videobank 

"My  friends  have  banned  the  subject 
at  cocktail  parties,"  says  Chemical 
Bank  Senior  Vice  President  John 
Farnsworth.  The  subject  is  Pronto, 
Chemical's  new  home  banking  ser- 
vice, which  Farnsworth  will  launch 
this  spring. 

His  friends  are  not  the  only  ones 
who  have  had  an  earful.  Farnsworth, 
41,  is  an  unstoppable  proselytizer  for 
his  vision  of  the  future  of  banking. 
"This  is  going  to  be  the  biggest 
growth  industry  ever,"  he  says.  "You 
won't  believe  how  fast  home  termi- 
nals will  spread  in  the  next  ten  years." 

The  concept  of  plugging  in  to  your 
bank  account  via  telephone  lines  and 
a  home  computer  is  hardly  new.  Sev- 
eral banks  have  tried  experimental 
versions.  But  Chemical,  says  Farns- 
worth, will  be  the  first  with  a  major, 
fully  commercial  service  that  you 
won't  need  a  master's  in  computer 
programming  to  handle. 

Chemical  has  put  $10  million  into 
Pronto  and  plans  to  invest  another 
$10  million  in  1983.  It  expects  to  be- 
gin service  in  May  and  have  10,000 
customers  in  New  York  by  Decem- 
ber. Then  it  will  be  extended  to  other 
states,  Farnsworth  says,  through  li- 
censing agreements  with  local  banks 
such  as  Florida  National  and  Califor- 
nia's Crocker  National. 

Chemical's  customers  will  pay  $8 
to  $10  a  month.  For  that  they  can  save 
shoe  leather,  postage  and  time  by  pay- 
ing merchants'  bills  at  the  touch  of  a 
button.  They  will  also  be  able  to 
check  their  balance  and  switch  mon- 
ey into  and  out  of  savings  accounts. 
Later  Farnsworth  hopes  to  add  frills 
like  stock  market  quotations  and  per- 
haps even  a  stock  trading  service. 

Farnsworth  believes  that  50  million 
households  could  have  the  hardware 
for  home  banking  by  1993,  compared 
with  1.6  million  today.  Pointing  to  a 
three-foot  picture  of  Pac-Man  he  uses 
in  presentations,  he  says:  "When  his- 
tories are  written,  video  games  will 
prove  to  have  been  the  Trojan  horse 
that  brought  the  personal  computer 
into  the  home.  Already  18  million 
households  have  learned  to  interact 
with  their  television  sets."  He  adds: 
"The  banks  of  this  country  have  a  real 


Chemical  Bank's  John  Farnsworth 

"The  banks  have  a  chance  to  claim  their  birthright.' 


chance  to  claim  their  birthright.  They 
have  the  customers,  the  capital  and 
the  payments  mechanism.  If  they 
don't  go  for  it,  competitors  from  out- 
side the  industry  will." — Debra  Rapps 

It's  never  too  late 

The  London  School  of  Economics, 
that  famous  seedbed  of  socialism,  has 
discovered  capitalist  hard  sell. 

Three  years  ago  Margaret  Thatch- 
er's government  decided  to  cut  back 
on  government  university  grants  that 
for  years  had  given  foreign  students  a 
cheap  ride  at  the  British  taxpayers' 
expense.  The  LSE,  founded  in  1895  by 
Sidney  and  Beatrice  Webb  and  sup- 


ported over  the  years  by  such  pre 
nent  socialists  as  George  Ben 
Shaw,  was  especially  hard  hit  bee; 
its   foreign-student  proportion 
usually  run  more  than  35%. 

Under  its  German-born  dire< 
Ralf  Dahrendorf,  53,  the  LSE  h 
foreign-student  fees  from  $1,5C 
year  in  1978  to  around  $4,800  to 
Then  Dahrendorf  struck  back  \ 
some  go-getting  salesmanship  to  i 
stall  a  drastic  dropoff  in  foreign  en 
ments.  He  transformed  several  pre 
sors  into  traveling  academic  s; 
men,  pushing  the  LSE  message  f 
Massachusetts  to  California.  He  c 
went  the  designer-merchandise  r< 
by  slapping  the  august  LSE  nami 


Ralf  Dahrendorf  of  the  London  School  of  Economics 
What  would  George  Bernard  Shaw  think? 
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quickie  nondegree  courses  with  juicy 
margins.  Meanwhile  he  cut  costs  by 
freezing  faculty  hiring,  which  has 
l  forced  up  the  student/faculty  ratio 
from  12-to-l  in  1978  to  14-to-l  now. 

Shrugs  Dahrendorf,  who  dropped 
out  of  Common  Market  politics  to 
run  the  LSE  in  1974:  "We  had  to  treat 
it  like  a  business."  He  is  learning 
business  fast — price  elasticity,  for  one 
thing.  Since  1978  and  despite  the  new 
stiff  tuition,  American  enrollments 
have  doubled,  to  430,  nearly  10%  of 
the  total  student  body.  And  American 
students  now  pay  $2  million  a  year  in 
tuition,  more  than  20%  of  LSE's  total 
tuition  take. 

Does  Dahrendorf,  still  a  political 
liberal  who  plans  to  return  to  politics 
next  year,  believe  he  has  compro- 
mised LSE's  traditions?  "Not  at  all," 
he  declares.  "When  people  think  of 
LSE,  they  think  more  of  Friednch 
Hayek  than  Harold  Lasky." 

He  may  have  a  point.  Hayek,  the 
conservative  economist  who  taught 
at  LSE  in  the  1930s,  recently  bes- 
towed $15,500  of  his  Nobel  Prize  win- 
nings on  his  old  school.  Take  that, 
Sidney  Webb. — Lisa  Winkler 


Fancy  footwork 

When  Edward  Tognoni  began  running 
classy  shoe  manufacturer  A.E.  Nettle- 
ton  five  years  ago,  one  of  his  first 
moves  was  to  close  its  struggling 
chain  of  40  shops.  So  why  is  he  now 


hankering  to  get  back  into  retailing? 

"We  had  to  close  the  shops  because 
we  were  having  losses  all  over  and  they 
were  one  of  the  weakest  parts,"  Tog- 
noni says.  "We  didn't  think  we  could 
handle  the  management  problems  of 
running  a  far-flung  chain."  Now  he 
figures  he  has  a  formula  for  retail- 
ing success — franchising.  Nettleton 
would  allow  independent  retailers  to 
trade  under  the  name  and  it  would 
provide  the  merchandise.  The  retailer 
would  run  the  operation  day-to-day. 

Nettleton  goes  back  to  1879,  when 
Albert  Edward  Nettleton,  a  prosper- 
ous retailer  of  men's  footwear,  found- 
ed the  business  in  Fulton,  N.Y.  Since 
then  it  has  gone  through  several 
hands,  ending  up  as  part  of  the  British 
conglomerate  Hanson  Trust  in  1981. 
But  all  along  it  maintained  its  appeal 
to  the  kind  of  man  who  wants  his 
shoes  to  last  decades — and  does  not 
mind  paying  around  $140  a  pair. 

Tognoni,  38,  entered  the  picture  via 
Trimfoot,  a  subsidiary  of  McDonough 
Co.,  which  also  owned  Nettleton. 
Tognoni  moved  to  Nettleton  in  1978, 
and  had  become  president  by  the  time 
Hanson  Trust  took  over  McDonough 
in  1981.  Certain  that  Nettleton  would 
be  sold  off,  Tognoni  decided  to  buy 
the  firm  himself.  Working  with  local 
investors,  banks  and  government  de- 
velopment corporations,  he  rounded 
up  the  $4.5  million  needed  for  a 
buyout. 

When  Tognoni  came  to  Nettleton, 


A/:'  Nettleton's  Edward  Tognoni — with  skins  in  process 

Lea  pin'  profits. 


the  company  reported  a  loss  of 
$900,000  on  1978  sales  of  $6  million. 
Since  then  assiduous  repositioning 
has  been  edging  margins  upward:  The 
company  reported  modest  profits  last 
year  on  sales  of  $10  million.  Tognoni 
stopped  selling  medium-price  shoes 
(he  thought  they  diluted  the  Nettle- 
ton image)  and  started  to  supply  pri- 
vate-label customers.  Meanwhile  he 
slapped  Nettleton  labels  on  well- 
made  but  inexpensively  purchased 
Italian  imports. 

His  biggest  coup  has  been  to  enter 
the  flashy  reptile  shoe  market— alliga- 
tor, lizard  and  the  like — where  prices 
often  top  $800  a  pair.  Alligator  boots 
may  not  be  a  line  old  A.E.  would  favor, 
but  Tognoni,  who  prefers  tasseled 
loafers,  says  the  margins  are  stupen- 
dous— and  reckons  business  will 
zoom  in  a  recovery. — Stanley  W.  Angrist 

Offshore  doctors 

Bob  Ross,  a  well-heeled  New  Yorker 
who  trades  commodities,  was  out- 
raged when  the  son  of  a  friend  was 
turned  down  for  medical  school.  "He 
would  have  made  a  fine  doctor,"  he 
says.  "The  only  thing  that  stood  in  his 
way  was  the  quotas  on  entry  to  the 
medical  profession." 

Ross  did  not  just  fume;  he  decided 
to  set  up  his  own  "free  enterprise" 
medical  school.  Ross  University,  as 
he  styles  it,  opened  its  doors  in  the 
Caribbean  island  of  Dominica  in 
1979,  and  hundreds  of  his  alumni  are 
already  doing  residencies  in  U.S.  hos- 
pitals. "Until  now,  people  unable  to 
enter  a  U.S.  medical  school  had  to  go 
to  Mexico,  Italy  or  Spain  if  they  really 
wanted  to  be  doctors,"  he  says.  "With 
us,  they  have  an  English-speaking 
school  where  most  of  the  teachers  are 
American  and  know  the  U.S.  medical 
system." 

How  do  his  alumni  get  to  practice? 
"They  are  treated  like  any  other  for- 
eign-trained doctors  in  this  country," 
he  says.  "They  have  to  pass  a  special 
federal  examination  and  meet  state 
licensing  standards.  Then  they  can 
practice  in  most  of  the  more  populous 
states." 

He  charges  the  profession  with  op- 
erating an  old-fashioned  monopoly. 
The  American  Medical  Association 
and  the  Association  of  American 
Medical  Colleges  both  are  on  the  U.S. 
official  accreditation  committee  for 
medical  schools  and,  he  alleges,  they 
use  their  position  to  maintain  a  stran- 
glehold on  enrollment. 

Meanwhile,  Ross,  who  uses  the  ti- 
tle "Doctor"  himself  in  recognition  of 
an  honorary  degree  he  picked  up  from 
Tennessee's  Southern  School  of  Op- 
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The  defense  that  never  rests. 


The  Navy's  submarine  service.  Ceaselessly  on  guard 
beneath  the  oceans  of  the  world.  In  an  alien  environ- 
ment where  distances  are  misleading,  normal  vision 
is  impossible,  and  sound  is  distorted  by  pressure, 
temperature,  and  salinity. 

Yet,  it  is  here  that  submarines  must  carry  out 
their  missions:  they  must  search  but  be  unseen,  detect 
but  remain  undiscovered,  hear  but  be  themselves 
silent.  To  do  these  things,  and  more,  submariners  rely 
on  sonar.  And  that's  where  Raytheon  comes  aboard. 


Our  experience  in  underwater  acoustics  h< 
back  to  the  very  beginnings  of  the  technology  a 
the  turn  of  the  century. 

Since  then,  Raytheon  has  supplied  more  si 
systems  for  U.  S.  Navy  submarines  than  any  otl 
manufacturer ...  for  a  great  variety  of  uses:  sun 
lance,  detection,  classification,  navigation,  and 
collision  avoidance. 

Raytheon  is  also  a  major  supplier  of  sonar 
systems  for  surface  ships,  not  only  for  the  U.S. 


y  but  for  many  free  world  countries  as  well. 
Sonar:  a  major  contributor  to  our  large  and  diver- 
^d  government  business  that  ranges  from  airborne 
siles  and  ground-based  air  defense  systems  to 
tegic  radars  and  sophisticated  electronic  counter- 
isures.  It's  a  business  that  continues  to  grow  as  the 
i  increases  for  advanced  technology  in  the  defense 
le  nation. 

Raytheon. .  .a  five  and  a  half  billion  dollar  com- 
y  in  electronics,  aviation,  appliances,  energy, 


construction,  and  publishing.  For  copies  of  our  latest 
financial  reports,  please  write  Raytheon  Company, 
Public  Relations,  141  Spring  Street,  Lexington, 
Massachusetts  02173. 


Faces 

Behind  the  Figures 


Ross  I  "s  Bob  Ross 
Tropical  medicine. 


tometry,  is  accused  by  the  medical 
establishment  of  not  meeting  the 
standards  of  U.S.  medical  schools. 

Attracting  good  teachers  is  no  prob- 
lem, he  says,  because  of  Dominica's 
congenial  climate  and  IRS  tax  breaks 
for  Americans  working  abroad.  But  far 
from  profiteering,  as  some  medical 
men  suggest,  he  says  he  only  breaks 
even:  Expenditures  total  $7  million  a 
year,  while  fees — about  $10,000  a  year 
for  each  of  500  students — total  more 
than  $5  million.  Other  revenues 
make  up  the  difference.  How  much 
has  he  sunk  into  Ross  U?  "About  $15 
million,"  he  says.  Ross  is  vague  about 
how  he  made  his  money.  "Oil,  coal, 
chemicals  and  electronics,"  he  offers 
airily.  But  he  certainly  has  enough  to 
cut  a  swath.  A  carefully  groomed,  64- 
year-old  hulk,  he  rides  around  New 
York  in  a  stretch  limousine,  smokes 
8'/2-inch  Nicaraguan  cigars  and  main- 
tains two  luxury  homes — a  posh  Up- 
per East  Side  apartment  and  a  seaside 
villa  on  Long  Island. 

One  thing  is  clear:  Ross  U  doctors 
are  very  welcome  in  hospitals  in  run- 
down areas  like  Brooklyn's  Sunset 
Park  and  Jersey  City,  snubbed  by 
graduates  of  the  better-established 
schools.  Says  an  administrator  at 
Lutheran  Medical  Center  in  Brooklyn: 
"They  are  a  godsend." — Jon  Schriber 

Less  is  more 

The  way  Ray  Hankamer  Jr.  sees  it, 
Americans  don't  really  want  all  the 
amenities  that  come  with  a  $100-a- 
night  hotel  room,  or  sometimes  even 
a  $40  hotel  room.  "I  mean,  when  was 
the  last  rime  you  used  that  chest  of 
drawers?"  he  asks.  "Do  you  ever  sit  in 


the  easy  chairs?" 

Hankamer  has  raised  $15  million 
from  some  wealthy  friends  and  from 
banks  in  Paris  and  Houston  to  build 
two  budget  hotels.  Each  features  more 
than  140  down-size  rooms  modeled 
after  the  spartan  establishments  Han- 
kamer stayed  in  while  traveling 
through  Europe  years  ago.  The  ho- 
tels— one  in  Houston,  one  in  Dallas — 
will  charge  $40  a  night  (low  for  big 
Texas  cities)  for  a  12-by-12-foot  single 
room  with  a  bed,  a  desk-like  wall 
unit,  a  bathroom,  a  color  TV  and  not 
much  else.  There  will  be  a  tiny  restau- 
rant, a  small  lobby  and  a  few  meeting 
rooms.  No  room  service,  of  course. 


"You  get  less,  but  you  pay  less,"  say 
Hankamer. 

Hankamer,  39,  should  know  whi 
he  is  doing.  For  the  past  17  years  h 
has  been  building  and  running  Hoi 
day  Inns  in  and  around  Houston  fc 
his  smallish  ($25  million  sales)  famil 
company,  Southwest  Inns  Ltd.  Ope: 
ating  profit  in  1981  totaled  $2.8  mi 
lion,  which  was  reduced  to  a  taxabl 
$700,000  after  the  partnership  deduci 
ed  liberal  depreciation  and  interes 
charges.  The  new  hotels,  however,  ai 
a  separate  venture.  They  will  be 
franchise  operation  of  the  Ibis  hot< 
chain,  owned  by  Novotel  SIEH  c 
France.  Hankamer  and  his  father  Ra) 
mond  Sr.  will  be  50-50  owners,  mar 
agers  and  general  partners.  Novot( 
will  provide  marketing  support  an 
its  worldwide  reservations  facilities. 

Banque  Nationale  de  Paris  and  tw 
Houston  banks  (First  City  Bank  an 
Bank  of  the  Southwest)  are  putting  u 
$12  million,  with  another  $3  millio 
coming  from  a  dozen  limited  par 
ners,  including  heart  surgeon  Dento 
Cooley  (who  kicked  in  $1  million)  an 
Houston  oilman  Ernie  Cockre 
($700,000). 

Can  you  get  away  with  anythin 
budget-priced  in  Texas?  Hankamer  i 
counting  on  the  difficulties  of  the  o 


Ray  Hankamer  Jr.  of  Southwest  Inns 

"When  did  you  last  use  a  hotel  room  chest  of  drawers?" 
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business  and  the  falling  Mexican  peso 
to  keep  his  new  hotels  filled.  Whether 
he's  right  remains  to  be  seen.  But  this 
much  is  certain:  He  knows  how  to  cut 
a  deal.  He  persuaded  Novotel  to  grant 
him  a  20-year  exclusive  franchise  for 
the  whole  of  Texas.  Memphis-based 
Holiday  Inns,  by  comparison,  usually 
grants  franchises  for  only  one  hotel  at 
a  time.  For  Hankamer,  a  Francophile, 
that's  not  the  only  benefit:  "Business 
trips  to  Paris  sure  beat  business  trips 
to  Memphis." — Anne  Bagamery 

Rocky  Mountain 
strongman 

While  most  politicians  are  quietly  ac- 
quiescing in  the  congressional  and 
Administration  consensus  prescrip- 
tion for  the  Social  Security  system, 
one  senator  is  holding  out.  William 

1 


Senator  William  A>-mstrong 
Raise  the  age,  not  the  taxes. 

Armstrong,  a  first-term  Republican 
from  Colorado,  has  a  simple  alterna- 
tive: Raise  the  retirement  age. 

Says  Armstrong,  45,  chairman  of 
the  Senate  Finance  Committee's  So- 
cial Security  subcommittee,  "De- 
pending on  how  you  score  some  of  the 
items,  up  to  91%  of  the  [official]  solu- 
tion comes  from  taxes.  I  don't  think 
any  of  it  ought  to  come  from  taxes." 

Armstrong,  who  owns  a  radio  sta- 
tion in  Denver,  is  viewed  in  Con- 
gress as  something  between  an  old- 
fashioned  idealist  and  a  pain  in  the 
neck.  He  wants  the  retirement  age  to 
be  raised  gradually — perhaps  a 
month  each  year  for  36  years,  begin- 
ning, say,  five  or  ten  years  from  now. 
That  would  eventually  add  three 
years  to  people's  working  lives.  Or 
we  could  move  slowly  to  a  retire- 
ment age  of  66  after  the  year  2000, 
he  says,  and  then  index  the  age  to 
changes  in  longevity.   Either  way, 


Americans  would  be  contributing 
longer  and  drawing  less. 

Armstrong  approaches  the  problem 
from  the  viewpoint  of  an  unrecon- 
structed Reaganite.  "I  am  generally 
sympathetic  to  the  Administration's 
priorities,"  he  says.  "But  I  have  con- 
sistently pointed  out  that  I  didn't 
think  we  were  moving  far  enough  in 
the  right  direction  to  produce  the  de- 
sired result — to  cut  spending." 

He  adds:  "Since  we  established  65 
as  the  retirement  age,  life  expectancy 
has  increased  by  about  12  years.  With 
people  coming  into  the  work  force 
later  as  a  result  of  lengthened  educa- 
tion, we've  just  got  a  situation  that  is 
untenable  from  an  actuarial  point  of 
view." — Desiree  French 

Translation  gains 

A  computer  that  translates  languages 
is  not  quite  here  yet,  but  it's  getting 
close,  says  Gregory  Zaretsky,  who 
runs  The  Corporate  Word,  a  Pitts- 
burgh-based translation  service  for 
business  and  industry. 

"Until  recently,  the  industry  has 
been  using  basically  the  same  tech- 
nology the  medieval  monks  used  to 
translate  the  Scriptures,"  he  says.  But 
now  he  works  with  a  computerized 
system  that  provides  a  rough  first 
draft  from  one  language  to  another 
and  increases  translators'  output,  Za- 
retsky says,  fivefold. 

The  Soviet-born  Zaretsky,  who 
emigrated  to  Poland  from  the  U.S.S.R. 
and  fled  from  there  to  the  U.S.  in 
1970,  spotted  the  opportunities  for  a 
fast,  on-time  translation  service  when 
he  worked  for  Pullman  Corp.  "I  was 


hiring  translators  to  help  Pullman 
build  a  plant  in  Russia,  and  I  realized 
how  unreliable  and  amateurish  the 
business  was,"  he  says.  "Thanks  to 
fast  communications  and  technology, 
we  no  longer  need  to  be  a  cottage 
industry.  With  facsimile  transmis- 
sion, we  can  serve  customers  all  over 
the  globe." 

Started  two-and-a-half  years  ago 
with  revenues  of  just  $60,000,  The 
Corporate  Word  has  expanded  rapidly. 
Sales  this  year  should  top  $500,000, 
Zaretsky  says,  and  the  client  list  in- 
cludes Gulf,  Westinghouse,  U.S. 
Steel,  Rockwell  International,  PPG 
and  Alcoa. 

How  important  is  translation  to 
business?  Naturally  enough,  Za- 
retsky thinks  it's  a  lot  more  impor- 
tant than  chauvinistic  Americans 
may  believe.  "American  executives 
return  from  business  trips  abroad 
unaware  of  how  few  people  in  over- 
seas companies  speak  good  English," 
he  says.  "They  talk  to  Jean-Claude, 
the  foreign  buyer,  who  speaks  per- 
fect English.  Unfortunately  it  is  not 
Jean-Claude  who  will  examine  de- 
tailed proposals,  but  the  foreign 
firm's  engineers,  who  may  not  have 
much  English  but  don't  like  to  ad- 
mit it.  So  they  will  just  quietly 
forget  about  the  proposal  in  English 
and  study  the  five  rival  proposals  in 
their  own  language.  American  com- 
panies often  will  spend  as  much  as 
$1  million  on  such  proposals,  but  if 
they  do  not  write  them  in  the  cli- 
ent's own  language  they  might  just 
as  well  have  thrown  the  stuff  in  the 
trash." — Stanley  W.  Angrist 


Translator  Gregory  Zaretsky  and  Chinese  typewriter 
He  uses  computers,  too. 
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me  hanks  think  consumers  can  be  talked 
into  leasing  instead  of  buying  cars.  But 
consumers  do  their  homework  these  days. 

The  car  leasing 
dream 


By  Jeff  Blyskal 

T|he  idea  that  the  $20  billion 
automobile  leasing  industry 
will  take  off  once  it  is  able  to 
capture  the  individual  consumer  mar- 
ket has  long  been  a  fond  dream  of 
banks.  At  present,  only  about  10%  of 
all  leased  autos — 1.7  million  cars — 
are  leased  by  individuals.  The  rest  go 
to  commercial  and  governmental 
fleets.  But  all  that  may  be  about  to 
change.  Banks  across  the  country,  in- 
cluding Manufacturers  Hanover  Trust 
and  First  Pennsylvania,  are  chasing 
Uv  individual  consumer,  trying  to 
lease  him  a  car. 

MHT,  which  started  its  Wheelease 
program  in  1980,  leases  some  6,800 
autos  to  individuals.  The  portfolio  is 
worth  $100  million.  That  may  not 
seem  particularly  big  until  you  realize 
the  bank  has  an  auto  loan  portfolio  of 
only  $80  million.  First  Pennsylvania's 
lease  division,  in  operation  since 
1974,  has  recently  begun  promoting 
leasing  to  individual  consumers  more 
aggressively  and  has  some  $100  mil- 
lion booked. 

What's  the  attraction?  High  sticker 
prices,  for  one,  are  forcing  people  to 
settle  for  cheaper  cars.  Since  monthly 
lease  payments  are  generally  lower 
than  loan  payments,  MHT's  market- 
ing men  tell  prospects  they  can  "drive 
more  cars  for  less"  by  leasing.  The 
hope  is  that  a  pitch  like  that  will 
broaden  the  individual  leasing  market 
beyond  professionals  like  doctors, 
lawyers  and  salesmen,  who  can  deduct 
leasing  fees  as  business  expenses. 
About  45%  of  the  professional  market 
already  leases,  but  that  number  could 
rise  significantly.  In  California  at 
some  dealerships,  about  80%  of  pro- 
fessional customers  lease  their  cars. 

Indeed,  as  auto  prices  have  contin- 
ued to  climb,  the  number  of  cars 


A  Fact  from  Manufacturers  Hanover: 


NOW* 
YOUR  BEST 
NEW  CAR  BUY 

IS  TO  lease: 


With  new  car  prices  going 
through  the  roof,  new  car  buyers 
are  being  forced  to  settle  for 
less  than  they  expected:  less 
comfort,  less  convenience,  fewer 
Manny  Hanny's  leasing  pitch 
Will  smarter  consumers  buy  it? 


leased  has  more  than  doubled  since 
1971.  But  there  are  several  other  rea- 
sons bankers  want  into  leasing,  not 
least  of  which  is  competition.  "Since 
about  September,  the  banks  have 
come  back  into  the  market  more  ag- 
gressively," says  a  General  Motors 
Acceptance  Corp.  vice  president. 

In  part,  that's  because  they  are  be- 
ing driven  into  it  by  the  fiercely  com- 
petitive market  in  auto  loans  where 
banks  now  find  themselves  at  a  dis- 
tinct disadvantage.  Manny  Hanny  has 
to  pay  maybe  10%  for  funds,  then 
charges  16%  interest  (current  rate)  for 
auto  loans.  But  captive  finance  com- 
panies like  GMAC  can  obtain  funds 
in  the  commercial  paper  market  at 
only  9%  and  ask  just  1 1.9%  to  get  the 
cars  off  the  lots. 


Besides,  auto  loan  terms  had  be 
stretched  from  two  years  to  four 
even  five  years  in  the  Seventies,  a 
as  sticker  prices  doubled  banks  hi 
been  getting  nervous  about  going  c 
any  further.  "They're  worried  abc 
the  value  of  the  loan  after  three  ye 
being  greater  than  the  value  of  the  c 
should  they  have  to  repossess  it,"  s; 
Ken  Bosomworth  of  International  1 
source  Development,  a  market 
search  firm  that  follows  leasing. 

So  in  today's  environment  a  ban! 
better  off  buying  cars  itself  and  le 
ing  them  out.  It  gets  leasing  fees  rai 
ing  from  13%  to  16%,  plus  use  of  < 
6%  investment  tax  credit.  If  a  ba 
like  Manufacturers  Hanover  can  he 
to  earn  $2,258  lending  a  customer  I 
money  to  buy  a  $10,000  Buick,  tr 
can  earn  $3,480  leasing  that  same 
to  him  themselves.  And  that  does 
include  the  benefit  to  the  bank  of 
celerated  depreciation. 

Will  the  public  buy  it?  There's 
question  that  leasing  looks  attract 
at  first  glance.  There's  no  down  p 
ment  on  a  lease,  and  monthly  char; 
on  a  $10,000  three-year  lease  are  oi 
$241  plus  $20  tax.  That  compares 
vorably  with  the  $1,500  down  p 
ment  plus  $800  tax  and  the  $28: 
month  you  would  have  to  pay  if  > 
borrowed  from  GMAC  at  1 1.9%.  A 
it's  much  better  than  a  three-y 
bank  loan  at  16%,  where  the  sa: 
deal  would  mean  monthly  payme: 
of  $300. 

But  such  appearances  are  decepti 
Unless  you  are  a  professional  who  c 
deduct  lease  fees  as  a  business 
pense,  you  will  wind  up  paying  rn 
leasing— $9,400  vs.  $7,432  if  you 
nanced  the  purchase  of  that  Bu 
through  GMAC.  That's  because  wh 
most  individuals  can't  deduct  le, 
payments,  they  can  deduct  loan  int 
est  charges.  Even  if  you  invested  I 
equivalent  of  that  $2,300  down  p 
ment  and  tax  in  a  money  market  ft: 
paying  8%,  you  would  still  wind 
paying  more  by  leasing.  And, 
course,  by  borrowing  the  money  > 
wind  up  owning  a  car  that's  s 
worth  $4,200  after  three  years.  Wr 
you  lease,  the  bank  owns  the  car. 

Such  facts  are  not  lost  on  most  c< 
sumers.  While  5%  to  8%  of  th 
lease  their  cars,  they're  almost  enti 
ly  professionals  who  can  deduct  le, 
payments  on  their  taxes.  To  pred 
that  nonprofessional  consumers  v 
start  leasing  cars  in  large  numbers 
to  bet  against  the  growing  sophisti 
tion  of  the  same  consumers  w 
pulled  billions  out  of  5'/a%  passbc 
bank  and  S&L  savings  accounts  a 
pumped  it  into  higher-yielding  mor 
market  funds.  ■ 
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FROM  THE  PAC 
~   MAKE  THE 

protectio 
connection: 


Corporate  insurance  and  risk  management  programs  can  get  into  a  rut. 
Unless  your  insurance  services  firm  is  highly  creative.  And  up  on  the  latest  insurance 
technology.  At  Frank  B.  Hall,  The  Protection  Connection'"  for  significant  corporations,  both 
large  and  small,  antiquated  risk  management  programs  are  put  in  the  past  where  they 
belong.  We  work  in  the  present  but  think  in  the  future.  Come  to  us  for  the  most  advanced 
protection  you'll  find  anywhere  on  earth,  or  above  it. 


FRANKS  HALL  &  CO.  H 


Uj^Rvtection 
m  Connection 


The  Protection  Connection  is  a  trademark  and  services  mark  of  Hallways  Advertising,  Inc.  Copyright  ©  Hallways  Advertising.  Inc..  1983  All  right?  reserved 


JRE  IS  BUSINESS  COMMUNICATIONS. 
'HERE  ALREADY. 


you're  in  search  of  an  industry  with  a  great 
/ou  should  look  at  business  communications. 

If  you're  in  search  of  a  company  with  a  great  future 
in  business  communications,  you  should  look  at  Centel. 

One  of  the  largest  marketers  of  telephone  equip- 
ment in  the  U.S.,  Centel  designs,  installs  and  services 
private  business  communications  systems  for  a  wide 
range  of  customers,  including  companies  with  thou- 
sands of  telephones  nationwide.  Centel's  latest  . 
business  communication  systems  combine  telecom- 
munications with  data  communications,  to  provide 
teleconferencing,  electronic  mail  and  information 
retrieval. 


Following  a  strategy  that  focuses  on  growii 
industries  and  geographical  areas,  Centel  has  d 
oped  special  expertise  in  communications  for  h< 
care,  petrochemicals,  hotels  and  government  in 
tions,  and  has  a  strong  marketing  organization  v 
more  than  60  offices  in  over  20  states. 

One  indication  of  the  success  of  this  strate 
more  than  40%  increase  in  business  communice, 
sales  during  each  of  the  last  two  years. 

If  you're  in  search  of  a  company  with  a  mot 
promising  future,  take  a  close  look  at  Centel. 
The  future  is  business  communications. 
And  Centel  is  there  already. 


CENTEL 


If  you  would  like  a  copy  of  our 
Annual  Report,  please  write: 
Cental  Corporation 

V.P.  Investor  Relations 
OHare  Plaza 

S72S  N.  East  River  Road 
Chicago,  IL  6063 1 

New  Ticker  Symbol:  CNT 


The  Forbes/Wilshire  5000  Review 


Third  wind.  Well  into  February,  this  seemingly  endless 
bull  market  continued,  bolstered  by  further  slight  de- 
dines  in  interest  rates.  The  talk  is  of  corrections  and  a 
:oming  shakeout  before  the  indexes  continue  their  steady 
uphill  trek.  But  in  mid-February,  as  investors  braced  for 
profit-taking,  the  market  climbed  to  new  highs.  The  Dow 
fones  industrial  average  broke  its  1092  prior  alltime  clos- 
ing high,  and  the  NASDAQ  and  Amex  indexes  outpaced 
the  Dow.  Signs  of  a  mature  rally  continue,  with  accelerat- 
ing action  in  the  less-picked-over  markets.  Even  energy 
issues,  namely  oil,  picked  up  strength  despite  constant 


reports  of  declining  oil  prices.  Technology,  everyone's 
favorite  in  the  last  few  months,  continued  to  gain,  but  the 
increases  were  slower. 

One  of  the  telltale  signs  of  a  tiring  bull  in  prior 
market  cycles  is  becoming  even  more  pronounced  in 
this  one:  The  52-week  averages  for  both  the  Amex  and 
NASDAQ  markets  have  now  pulled  well  ahead  of  the 
Dow  and  the  other  broader  capital-weighted  indexes — a 
difference  that  showed  up  in  January  for  the  first  time 
since  this  1982-83  bull  market  began  in  August,  and 
which  is  now  accelerating. 


Close-up  On  The  Equity  Markets 




Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500' 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

3.4 

3.4 

3.8 

2.7 

5.0 

7.1 

in  last  52  weeks 

31.9 

29.9 

32.6 

30.6 

42.4 

44.6 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

9.5 

4.3 

8.7 

10.4 

1.9 

11.4 

9.1 

2.9 

6.2 

10.0 

in  last  52  weeks 

80.0 

40.6 

57.0 

93.5 

34.0 

92.2 

94.6 

42.6 

37.7 

69.9 

'Based  on  sales. 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  2/18/83  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Aetion  Is 


Interest  in  interest.  Investors  shifted  their  focus  back  to 
interest  rates  as  renewed  declines  beckoned  them  to  finan- 
cial stocks,  particularly  brokerage  and  installment  credit. 
Raw  materials  also  held  up  well,  with  steel  and  heavy 
materials  showing  strong  gains  in  the  last  two-week  peri- 
od. Of  less  significance,  seemingly,  was  the  continuing 
decline  in  oil  prices.  Oil  stocks  rallied  slightly,  but  airline 


stocks,  which  were  flying  high  only  a  month  earlier  on  tr 
prospect  of  lowered  fuel  costs,  dipped  downward  again. 

Utilities  have  been  the  major  underperformers  this  yea 
even  though  they  were  one  of  the  few  areas  that  held  u 
well  a  year  ago  amid  high  interest  rates  and  falling  market 
Lately,  however,  the  institutional  analysts  monitored  b 
Forbes  are  at  last  showing  renewed  interest  in  utilities. 


Percent  change  in  last  52  weeks  Percent  change  in  last  two  weeks 


Capital  goods 
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Consumer  durables 
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Transportation 
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Consumer  nondurables  and 

service! 

O 
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Raw  materials 
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What  The  Analysts  Think 


Bracing  for  correction?  Analysts  turned  slightly  more  better  marks  than  two  weeks  earlier.  Both  sectors,  howe1 
bearish  in  late  February,  with  only  utilities — which  do  er,  may  benefit  from  lower  oil  prices.  Enthusiasm  f( 
well  in  weak  markets — and  raw  materials  stocks  gettmg    technology  issues,  meanwhile,  is  waning  slightly. 


The  experts'  consensus 


2.32 


:.*o 


2.48 


|  1  1  1  I  I  I  I  I  I  I      I     I     I  I 

DIFMAMII     A    S    O  N    D  J 


Rank 

Sector 

Current 
opinion 

Rank 

2  weeks  ago 

Rank 
4  weeks  ago 

1 

Energy 

2.62 

1 

2 

2 

Utilities 

2.64 

4 

4 

3 

Technology 

2 

1 

4 

Capital  goods 

2.:* 

3 

3 

5 

Raw  materials 

2.^9 

7 

7 

6 

Transportation 

2.81 

6 

5 

7 

Finance 

2.81 

5 

6 

8 

Consumer  nondurables 

2.88 

8 

8 

9 

Consumer  durables 

2.92 

9 

9 

Opinion  ratings  are  tanked  on  a  scale  of  1  (strong  buy)  to  5  l strong  sell).  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  grou 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite     graphed  above  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  2/18/83.  Prepared  by  Wilshirc  Associates.  Santa  Monica.  Cain 
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Want  to  see  cities  pump 
more  water  for  less? 

y 


Borg-Warners  Byron  Jackson"  submersible  pump  systems  keep  water  pressure  constant  during  EEEES^^~^™W 

RRRfi  iBc  1MARMFH 

peak  hours.  And  they  do  it  with  operational  savings  of  up  to  20  percent.  That's  Borg-Warner  today.  And 
there's  more  to  come.  In  eight  major  markets,  Borg-Warner  is  a  company  to  watch. 


Watch 
Borg-Warner 

For  an  annual  report  write:  Borg-Warner,  Dept.  50, 200  South  Michigan  Avenue,  Chicago,  Illinois  60604 
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did  sly  old  Ira  Koger  split  one  perfectly 
od  real  estate  company  into  two  busi- 
nesses? Because  he's  publicly  held. 


Money 
machines 


Real  estate  developer  Koger 

"We  never  have  any  problem  raising  money." 


By  Howard  Rudnitsky 

In  1980  Ira  M.  Koger  had  a  pr 
em.  If  the  growth  of  his  comp; 
were  to  continue,  it  looked 
though  he  might  have  to  liquidate 
pieces  of  his  nationwide  real  est 
empire.  There  were  office  buildi 
he  badly  wanted  to  build.  But  the  e 
nomic  environment  for  develop 
was  poor.  Mortgage  financing  \ 
costly  and  getting  harder  to  come 
Selling  stock  was  also  expensi 
Why?  At  the  time,  real  estate  devel 
ment  was  anathema  to  investors,  ; 
takeovers  and  liquidations  were  gn 
ing.  Roger's  stock  sold  far  below  t 
asset  value.  If  he  continued  to 
shares,  the  cost  of  dilution  would 
stiff.  Maybe  he  would  have  to  sell 
some  of  his  moneymaking  ofJ 
parks.  Perhaps  a  lot  of  them.  Ma 
liquidate  altogether,  as  Tishman  i 
Monumental  Properties  were  doin 
Then  inspiration  struck.  In  1977 
had  set  up  a  limited  partnership 
tax-sheltered  investors  to  buy  de1 
oped  properties.  The  partners  t 
vided  capital  and  Koger  didn't  hav< 
carry  debt.  Maybe  the  answer  la> 
some  other  restructuring. 

Today  Ira  Koger  is  in  Fat  City.  "", 
demand  was  so  strong  for  our  shan 
he  says  exuberantly,  leaning  back 
his  chair  in  his  Jacksonville,  Fla.  he 
quarters,  "that  we  decided  to  incre 
the  stock  offering  for  Koger  Co. 
January  from  1  million  shares  to  1.; 
million.  We  raised  $26  million, 
never  have  any  problem  raising  m 
ey,  even  in  a  sharp  recession.  Kc 
Co.'s  buildings  are  98%  rented." 

Obviously,  by  October  of  1' 
Koger  had  thought  of  somethi 
That's  when  he  split  up  the  comp; 
into  two  separate  corporate  entit 
Koger  Properties,  Inc.,  the  develo] 
and  Koger  Co.,  the  owner  of  of] 
parks  in  12  Sunbelt  cities.  "We  di 
largely  because  of  the  public  perc 
tion  of  a  developer.  So  we  separa 
the  development  part  from  the  rer 
part.  We  spun  off  the  portfolio  and 
effect,  gave  the  shareholder  soi 
thing  like  an  equity-income  REIT. 

Equity  REITs  had  proved  tl 
worth  for  income  investors  by  sun 
ing  the  REIT  debacle  of  the  mid-S 
enties  and  rising  smartly  in  the  i 
estate  bull  market  of  the  late  Sev 
ties:  Koger  Co.  could  raise  capital  a 
time  by  selling  shares  or  borrowi 
and  then  buy  new  properties  from 
development  company  as  Koger  Pi 
erties  produced  fully  rented  buildir 
In  fact,  it  has  to  finance  even  m 
than  it  might  like.  Koger  Co.,  RE 
like,  pays  out  nearly  100%  of  its 
cash  flow,  most  of  which  results  fr 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an 
offer  to  buy  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


February  14, 1983 

3,630,624  Shares 


Acco  World  Corporation 


Common  Stock 

($.05  par  value) 

Price  $20.50  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State 


Salomon  Brothers  Inc 


William  Blair  &  Company 


Dean  Witter  Reynolds  Inc. 


Bear,  Stearns  &  Co. 
Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 
Lazard  Freres  &  Co. 


The  First  Boston  Corporation 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

E.  F.  Hutton  &  Company  Inc 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin 


Blyth  Eastman  Paine  Webber 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Prudential-Bache 

Securities 

Shearson /American  Express  Inc. 


Smith  Barney,  Harris  Upham  &  Co 

Incorporated 

Alex.  Brown  &  Sons 


Warburg  Paribas  Becker 

A.  G.  Becker 


A.  G.  Edwards  &  Sons,  Inc. 


Wertheim  &  Co.,  Inc. 
Thomson  McKinnon  Securities  Inc. 


ABD  Securities  Corporation    Advest,  Inc.    Atlantic  Capital    Basle  Securities  Corporation 

Corporation 

Daiwa  Securities  America  Inc.  Dominion  Securities  Ames  Inc.  F.  Eberstadt  &  Co.,  Inc. 
EuroPartners  Securities  Corporation  Robert  Fleming  Hambrecht  &  Quist 

Incorporated  Incorporated 

Hudson  Securities,  Inc.  Kleinwort,  Benson  Ladenburg,  Thalmann  &  Co.  Inc. 

Soclete  Generate  Group  Incorporated 

Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc.  The  Nikko  Securities  Co. 

International,  Inc. 

Tucker,  Anthony  &  R.  L.  Day,  Inc. 


Nomura  Securities  International,  Inc. 
Wood  Gundy  Incorporated 


Rothschild  Inc. 

Yamaichi  International  (America),  inc. 


iatioh.  The  dividend  paid  is 
re  nostly  a  tax-free  return  of 
capital.  But  the  properties  are  carried 

a  the  books  at  cost — part  of  the  price 
if  avoiding  heavy  taxes  at  the  time  of 
the  spinoff  deal — even  though  current 
st  value  is  much  higher.  That 
means  charges  like  depreciation  and 
dividend  payments  appear  to  be  eras- 
ing reported  equity  at  an  alarming 
rate.  To  avoid  the  appearance  of  sink- 
ing into  negative  net  worth  and  scar- 
ing the  bejesus  out  of  investors,  Roger 
periodically  floats  more  stock,  as  he 
did  two  months  ago. 

This  concerns  some  investors, 
since  it  means  apparent  dilution.  One 
possible  way  to  avoid  that,  argues  real 
estate  analyst  and  Koger  fan  Bruce  G. 
Garrison  of  Houston-based  Lovett 
Mitchell  Webb,  Inc.,  would  be  "peri- 
odic sale  of  a  building  or  the  swapping 
of  properties,  which  would  help  re- 
build equity  without  dilution." 

Of  course,  if  properties  appreciate, 
they  can  easily  outgrow  the  "dilu- 
tion" in  real  terms.  But  Ira  Koger 
doesn't  like  to  sell.  From  his  point  of 
view,  his  properties  are  too  darn  good. 

His  thing  is  suburban  office  parks. 
"We  have  prototype  designs  which 
save  money,"  Koger  explains.  "Some 
we've  repeated  25  times."  Each  repeat 
is  one  less  architectural  fee.  "If  you 
have  the  same  building  that  you've 
built  yourself  20  to  25  rimes,  then  you 
don't  have  any  serious  cost  overruns. 
It's  vital  that  you  know  what  your 


costs  are.  That  way  you  know  what 
you  can  rent  for." 

So  Roger's  rents  are  lower  than 
most  competitors'  in  his  21  Sunbelt 
cities — $11.75  a  square  foot  for  new 
tenants  and  an  average  of  $10  for  all 
tenants.  "Some  of  our  tenants  are 
with  us  in  10  or  15  markets.  Corpo- 
rate blue  chips  like  GE,  Liberty  Mutu- 
al, IBM.  While  they  like  our  rent  lev- 
els, it's  also  the  level  of  service.  We 
give  them  good  parking,  air-condi- 
tioning, security  and  janitorial  ser- 
vices and  resident  management." 

He  avoids  following  the  herd  into 
the  pricey  office  buildings  in  large- 
city  centers.  "In  many  recently  con- 
structed buildings,  they  have  occu- 
pancy break-even  levels  running 
around  95%,"  Koger  says.  "In  ours  we 
break  even  at  60%  or  65%."  At  close 
to  98%,  he's  raking  it  in.  Gross  rentals 
for  his  ever-multiplying  buildings — 
he  now  has  280  or  so — jumped  from 
$23  million  in  1977  to  over  $60  mil- 
lion in  1982,  and  cash  flow  rose  from 
$7  million  to  $20  million. 

In  the  process,  Ira  Koger,  who 
founded  the  original  Koger  operation 
26  years  ago  and  took  it  public  in 
1969,  made  a  bundle.  He  owns  11%  of 
Koger  Properties  stock,  worth  $13.5 
million,  and  over  9%  of  Koger  Co., 
worth  another  $14.5  million.  Would 
you  sell  off  all  the  crown  jewels  be- 
hind that  much  stock?  Besides,  Koger 
Properties  provides  the  management 
services  to  Koger  Co.  for  a  fee  based 


Koger  as  artist 


on  the  performance  of  Koger  Co.  st< 
through  October  1985. 

Since  the  Koger  Co.  spinoff, 
capital    markets    have  opened 
again  for  Koger.  In  late  1981  he 
up  what  amounted  to  a  joint  vent 
between  the  pension  fund  clients 
Morgan   Guaranty   Trust   Co.  ; 
Koger  Properties  to  develop  additi 
al  office  parks,  and  in  mid- 1982 
sold  $30  million  worth  of  a  nc 
real   estate   appreciation  note 
box).  So,  if  the  money  gate  sla 
down   again   a   few   years  her 
Koger's  new  entities  will  be  ir 
strong  position  to  raise  capital. 

Koger's  very  success  might  atti 
takeover  artists  in  the  future.  A 
all,  liquidation  value  will  be  gett 
ever  higher.  Koger  himself,  indisp 
ably  the  soul  of  the  company, 
probably  keep  the  big  blocks  in  1 
behind  him — J. P.  Morgan  &. 
owns  around  10%  of  both  Kc 
Properties  and  Koger  Co.  But  he  is 
now — very  energetic,  but  70  i 
with  no  heir  in  the  business.  S 
pose  he  should  die  or  become  ir 
pacitated  in  a  few  years?  Koger 
sists  that  the  company  will  sum 
him.  Nonetheless,  the  comp; 
could  liquidate  and  take  out 
stockholders  at  what  will  proba 
be  a  very  nice  capital  gain. 

Koger  has  been  in  the  real  est 
business  long  enough  to  know  t 
when  you  work  a  deal  you  have 
figure  all  the  angles.  ■ 


W'  e've  created  a  new  animal  with  our  $30  million 
real  estate  appreciation  note  financing,"  boasts 
Ira  Koger.  "It's  the  most  beautiful  piece  of  paper  in 
the  real  estate  financing  business.  Not  even  Mozart 
has  issued  such  beautiful  notes." 

Once  again  Ira  Koger  is  working  new  angles  for 
scaring  up  money.  In  May  1982,  when  money  was  at 
truly  back-breaking  rates,  Koger  sold  $30  million  of 
9%  real  estate  appreciation  notes  at  93  cents  on  the 
dollar. 

Says  Koger,  "We  accrue  additional  interest  to  be 
paid  to  the  lender  [over  the  stated  9%]  equal  to  the 
increase  in  the  value  of  the  property  account  as 
determined  by  an  independent  appraiser." 

That's  the  beauty  of  the  deal,  according  to  Koger. 
"The  property  account  doesn't  increase  in  value 
unless  the  rents  themselves  underlying  the  property 
increase." 

As  a  result,  "We  only  owe  more  than  9%  when  we 
can  pay  it  because  we  have  an  increase  in  rents  and 
cash  flow  to  pay  with.  What  causes  headaches  in  real 
estate  is  having  to  pay  interest  and  principal  when 
you  don't  have  the  money." 

By  May  of  this  year,  for  instance,  Koger  figures  he 
will  accrue,  in  addition  to  the  9%  interest  actually 


paid,  another  $3  million  that  will 
not  be  paid  to  investors  for  six 
years.  Yet  for  tax  purposes  Koger 
can  take  the  cost  deduction  cur- 
rently. "We  get  a  tax  credit  on  the 
appreciation  that  cuts  our  cost  in 
half.  So  the  true  interest  cost  to  us 
is  well  below  9%.  You  wind  up 
with  a  wholesome  rate  on  which 
you've  got  leverage  financing,"  he 
says.  The  investors  are  mostly  tax- 
exempt  institutions. 

Every  six  years  the  buyers  of  the 
notes  can  choose  to  redeem  the 

notes.  But  Koger  also  has  the  op-   

tion  of  raising  the  interest  rate  to  encourage  holders 
to  roll  over  the  notes.  "It's  very  flexible,"  he  says. 

Suppose  the  unexpected  were  to  happen  and  proper- 
ty values  were  to  fall  six  years  from  now?  No  problem, 
says  Koger.  "Say  they  went  up  20%  in  the  first  two 
years  and  down  the  next  four.  We  still  owe  for  the 
increase  in  the  first  two  years,  regardless  of  what  the 
market  value  is  worth.  But  it's  up  because  we  have  the 
wherewithal  to  pay.  For  a  problem  even  to  begin,  there 
would  have  to  be  an  absolute  catastrophe." — H.R. 


Ira  Mozart? 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an 
offer  to  buy  these  securities.  The  offer  is  made  only  by  the  Prospectus 


New  Issue  /  February  15,  1983 

4,000,000  Shares 

BankAmerica 

CORPORATION 

Cumulative  Adjustable  Preferred  Stock,  Series  B 

(Stated  Value  $100  Per  Share) 

The  dividend  rate  for  the  dividend  periods  ending  February  28,  1983  and  May  31,  1983  will  be  9.25% 
per  annum.  For  each  quarterly  period  thereafter,  dividends  on  the  Preferred  Stock  will  be  at  the 
Applicable  Rate.  The  Applicable  Rate  for  each  dividend  period,  determined  in  advance  of  such 
period,  will  be  (a)  4.00%  less  than  (b)  the  highest  of  the  three  month  U.S.  Treasury  bill 
rate,  the  U.S.  Treasury  ten  year  constant  maturity  rate  and  the  U.S.  Treasury  twenty 
year  constant  maturity  rate.  However,  the  Applicable  Rate  for  any  dividend  period 
will  in  no  event  be  less  than  6  00%  per  annum  or  greater  than  12.00%  per  annum 

Price  $100  per  share  and  accrued  dividends, 
if  any,  from  the  date  of  issue. 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State 


Salomon  Brothers  Inc 
Goldman,  Sachs  &  Co. 

The  First  Boston  Corporation 


Blyth  Eastman  Paine  Webber 

Incorporated 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce.  Fenner  &  Smith  Incorporated 

Dean  Witter  Reynolds  Inc. 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Dillon,  Read  &  Co.  Inc. 

E.  F.  Hutton  &  Company  Inc. 

Prudential-Bache 

Securities 

Shearson /American  Express  Inc. 


Warburg  Paribas  Becker 

A.  G  Becker 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody 

Incorporated 


Keefe,  Bruyette  &  Woods,  Inc. 

L.  F.  Rothschild,  Unterberg,  Towbin 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Advest,  Inc.    Bateman  Eichler,  Hill  Richards    Alex.  Brown  &  Sons    Crowell  Weedon  & 

Incorporated 

Hambrecht  &  Quist  Ladenburg,  Thalmann  &  Co.  Inc. 

Incorporated 


Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 


Stone  &  Youngberg 


Sutro  &  Co. 

Incorporaled 


Oppenheimer  &  Co.,  Inc. 
Thomson  McKinnon  Securities  Inc. 


Bear,  Stearns  &  Co. 
Drexel  Burnham  Lambert 

Incorporated 

&  Co.  Lazard  Freres  &  Co. 

M.  A.  Schapiro  &  Co.,  Inc. 
Wertheim  &  Co.,  Inc. 
Co.    A.  G.  Edwards  &  Sons,  Inc. 

Montgomery  Securities 
Robertson,  Colman  &  Stephens 
Tucker,  Anthony  &  R.  L.  Day,  Inc. 


The  Money  Men 


"You  used  to  have  money  running  after 
oil, "  says  Michael  Rafferty  of  Energy  Assets 
"Now  you  have  oil  running  afte}'  money. " 


Risk-free 
wildcatting? 


By  John  A.  Byrne 


Energ)'  Assets'  Michael  Rqffert)' 

"We  were  missionaries  in  the  wilderness.' 


F|  OUR  FLOORS  ABOVE  New  Yorl 
noisy  Madison  Avenue,  IV 
chael  Rafferty  is  straining 
make  himself  heard  on  his  favori 
topie:  his  latest  $40  million  oil  a: 
gas  project. 

Oil  and  gas?  Could  there  be  a  wor 
time  to  invest?  The  industry's  prof] 
have  collapsed,  many  workers  ha 
been  laid  off  and  brand-new  capaci 
sits  idle.  At  the  end  of  Januai 
Hughes  Tool  tallied  only  2,456  rigs 
work,  little  more  than  half  of  tho 
only  a  year  ago. 

But  47-year-old  Rafferty,  chief  e 
ecutive  of  $5  million  (assets)  Ener 
Assets  International  Corp.,  clair 
there  have  rarely  been  as  many  opp< 
tunities  ripe  for  the  picking.  Rig 
now,  as  a  matter  of  fact,  he's  about 
sink  S40  million  into  the  field,  mon 
raised  mainly  through  a  public  su 
scription  offer  with  E.F.  Hutton  &  C 
It  will  be  used  to  pay  wildcatte 
completion  and  equipping  costs. 

Why  now?  Because,  says  Rafferi 
the  cost/price  relationship  for  oil  a: 
gas  recovery  is  better  than  at  any  tir 
in  recent  history.  "We're  back  to  19 
prices  for  capital  equipment  at  a  tir 
when  oil  sells  for  more  than  twi 
what  it  did  then,"  he  explains.  " 
returns  are  better  now  because  dri 
ing  costs  can  be  dramatically  lower 
The  numbers  bear  him  out:  Carbc 
grade  tubing  has  plunged  52%  in  pri 
since  1981.  Carbon-grade  casing  pne 
have  fallen  49%,  and  surface  equ: 
ment  like  pumps  and  tanks  are  < 
nearly  30%  from  their  late  1981  higl 
Back  in  1981,  when  oil  was  selling  1 
$32  a  barrel,  operators  scrambled 
pay  those  prices.  Now,  when  th 
same  barrel  of  oil  sells  for  under  $c 
the  equipment  is  lying  idle. 

The  industrywide  shakeout  in  t 
last  year  makes  the  business  mc 
attractive,  Rafferty  continues:  "M( 
marginal  operators  are  out  of  it.  T 
rusty  rigs  you  used  when  you  could] 
get  enough  have  been  stacked  lo 
ago.  And  only  the  most  expenenc 
crews  remain." 

Drilling  contracts  are  now  bei 
written  on  terms  more  favorable 
the  investor.  Day-work  contracts  z 
disappearing  in  favor  of  those  that  p 
by  the  foot,  for  example.  "Now  il 
driller  drops  a  tool  in  the  well, 
loses,  not  the  people  who  contract 
the  well,"  says  Rafferty.  "You  used 
have  money  running  after  oil.  Nc 
you  have  oil  running  after  money." 

That  kind  of  reasoning  helped  R, 
ferty  raise  $10  million  more  than 
had  filed  for  in  his  original  offering, 
an  entry  investment  of  $5,000.  1 
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Some  people  feel: 


"Why  should  I  wear  my  seat 
belt?  I'm  not  going  to 
have  an  accident" 


"I  was  a  good  driver.  1  had  never  had  a  ticket 
during  the  two  years  Id  been  driving.  I  really  be- 
lieved nothing  could  happen  to  me.  But  a  five- 
minute  joy  ride  took  away  everything  I  had  except 
my  brain.  I  was  18  and  naive.  I  didn  1  know  what  a 
quadriplegic  was  until  I  became  one." 

-Jack  Burnett 


We  want  you  to  know: 

Most  of  us  feel  the  way  Jack  Burnett 
did  before  his  auto  accident  20  years  ago. 
And;  granted;  most  auto  trips  are  made 
safely.  But  consider:  each  year  more  than 
50;000  people  die  and  nearly  two  million 
others  suffer  disabling  injury  in  motor  vehi- 
cle accidents.  That's  the  equivalent  of  a 
death  every  JO  minutes  and  a  disabling 
injury  every  16 seconds  of  every  day 

By  far  the  largest  number  of  those 
deaths  and  injuries  are  suffered  by  young 
people  15-24  years  of  age.  That's  why  Jack 
Burnett  talks  to  teenagers  and  tells  them 
how  cosdy  carelessness  behind  the  wheel 
can  be. 

Since  197°;  under  our  Association's 
sponsorship;  Jack  has  stressed  highway 
safety  to  hundreds  of  thousands  of  high 
school  students.  "I  speak  from  my  wheel- 
chair so  others  may  walk"  he  says. 

Jack's  message;  of  course;  is  much 
about  what  nor  to  do.  Don't  speed.  Don't 
race.  Don't  treat  a  car  like  a  toy 

But  one  piece  of  advice  is  positive... 
something  teenagers  can  do.  Something  all 
of  us  should  do.  Use  seat  belts. 

Jack  Burnett  knows  that  only  IO  per- 
cent of  the  drivers  and  passengers  fasten 
their  seat  belts.  He  also  knows  what  can 
happen  when  a  driver  is  thrown  from  be- 
hind the  wheel  and  loses  complete  control 
of  the  car. 

If  Jack  had  been  wearing  a  seat  belt 
that  night  long  ago...well;  it's  too  late  for 
that  now. 

But  it's  not  too  late  for  you. 

We  re  working  to  keep 
insurance  affordable. 


This  message  presented  by  the  American  Insurance  Association,  85  John  Street,  New  York,  NY  10058 


we 
request 

the 
nonor 

,  your 
bequest 


To  fight  cancer.  To  find  more  cures. 
That's  our  business.  Year-round. 
It  takes  a  great  deal  of  money. 
And  there  will  never  be  enough 
money  until  the  final  victory  over  & 
devastating  disease. 


Consider:  To  date  we  have  spent 
some  $375-million  for  the  support  oi 
projects,  institutions  and  personnel 
involved  in  every  important  area  of 
cancer  research  and  clinical 
investigation.  But  the  number  of 
*  ^^"^  ACS  grants  applied  for,  approved  a 

scientifically  sound  and  not 
supported  because  of  insufficient 
funds,  has  increased  at  a  phenomen; 
pace— from  60  grants  of  about 
$1.5-million  unfunded  in  1964,  to 
746  grants  totalling  over  $44-millio: 
in  1975! 

What  tremendous  advances  might 
have  been  made  had  these  grants 
been  supported!  How  many  more 
lives  might  have  been  saved? 

Your  bequest— and  thousands  like  it 
can  help  avert  such  tragic  "might 
have  beens."  Ask  your  attorney  to 
add  this  sentence  to  your  will:  "I  gr 
to  the  American  Cancer  Society,  In 
(or  to  its  Division) 
the  sum  of  dollar 
to  be  used  for  the  general  purposes  ( 
the  Society." 

The  honor  will  really  be  yours. 

American  Cancer  Socief 

New  York  City  Division 
19  West  56  Street 
New  York,  N.Y.  10019 
JUdson  6-8700 


This  is  a  public  service  advertisement. 


leed,  if  Energy  Assets,  which  went 
mblic  in  1980  on  the  o-t-c  market, 
lad  closed  its  subscription  program  at 
:he  end  of  last  year,  it  would  have 
•anked  as  the  tenth-largest  public 
noney  raiser  in  the  oil  and  gas  indus- 
:ry  for  1982.  Not  bad  for  a  startup. 

Rafferty  is  no  stranger  to  the  oil  and 
las  business,  of  course.  As  a  vice 
^resident  and  director  of  Hayden, 
Stone,  a  predecessor  to  Shearson/ 
\merican  Express,  he  helped  bring 
oublic  Apache  Corp.  and  Woods,  both 
frilling  and  exploration  companies,  in 
:he  Sixties. 

After  moving  to  SoGen-Swiss  Inter- 
national in  1974  as  an  executive  vice 
president,  Rafferty  formed  on  the  side 
ii  small  private  oil  and  gas  exploration 
:ompany  bankrolled  by  SoGen.  The 
;  :ompany,  which  started  with  less  than 
[($500,000  in  1976,  fetched  $13  million 
when  sold  only  five  years  later. 

Indeed,  the  less  risky  completion 
financing  program  Energy  Assets  has 
brought  public  is  an  outgrowth  of  that 
side  venture  Rafferty  and  a  few  friends 
started  while  he  was  at  SoGen.  The 
venture  was  attractive  enough  to  in- 
terest investors  like  Lyman  Hamil- 
ton, former  CEO  of  ITT,  and  former 
Dreyfus  Corp.  President  Jerome  Har- 
idy.  "We  were  missionaries  in  the  wil- 
derness at  the  time,"  says  Rafferty. 

Rafferty  left  SoGen  in  1978  to  lay 


the  groundwork  for  Energy  Assets.  A 
few  months  later  he  was  joined  by 
Hart  Perry,  CEO  of  SoGen-Swiss  and  a 
former  ITT  executive.  Another  friend, 
former  Houston  Mayor  Fred  Hof- 
heinz,  also  entered  the  deal  and  now 
owns  nearly  40%  of  the  company. 
The  pair  run  Energy  Assets  almost 


"The  wilder  the  wildcatter, 
the  better  we  like  it,"  says 
Rafferty.  "We  can  go  out 
with  the  operator  who 
knows  he  is  going  to  drill  a 
lot  of  dry  holes." 

like  a  merchant  bank.  "That  sounds  a 
little  snooty,  but  it's  the  truth,"  says 
Rafferty.  "We  simply  mix  our  own 
capital  [10%]  with  capital  we  get  else- 
where [90%]  and  risk  it  on  projects." 

As  oil  and  gas  deals  go,  this  is  all  low- 
risk  stuff.  For  example,  Rafferty  steers 
clear  of  the  property  acquisition  and 
drilling  phases  of  the  business.  All  he 
participates  in  is  the  completion  of  the 
well.  Typically,  EAI  finances  up  to 
80%  of  the  cost  of  buying  and  install- 
ing pipe  and  other  equipment  needed 
to  collect,  store  and  transport  oil  and 
gas.  In  return,  EAI  usually  gets  a  higher 
percentage  of  the  oil  company's  rev- 
enues at  first,  say  70%  of  its  share, 


until  it  recovers  all  its  costs.  Then,  the 
oil  company  gets  more  as  EAI's  cut 
falls  to,  say,  40%.  This  encourages 
operators  to  avoid  marginal  comple- 
tions wherever  possible. 

"Because  we  avoid  those  early  drill- 
ing risks,  we  can  go  out  with  the  wild- 
catter who  knows  he  is  going  to  drill  a 
lot  of  dry  holes  in  the  hope  of  landing 
a  big  one,"  says  Rafferty.  "The  wilder 
the  wildcatter,  the  better  we  like  it 
because  he's  looking  for  the  huge  re- 
turn, and  that's  what  we're  trying  to 
find,  too."  But  without  the  risk  of  the 
dry  holes  in  Rafferty's  case.  At  the 
moment  EAI  expects  to  sign  deals 
with  about  ten  independents  on  more 
than  100  wells  with  its  $40  million. 

It's  a  good  deal  for  the  operator,  too, 
because  for  him  it  amounts  to  off- 
balance-sheet  financing.  Even  for  larg- 
er companies  with  the  cash  to  go  it 
alone,  the  program  is  interesting  be- 
cause it  gives  the  company  leverage  to 
drill  more  holes. 

All  of  which  is  not  to  say  that  Raf- 
ferty has  found  the  secret  of  risk-free 
investment.  Although  he's  fully  in- 
sured against  unsuccessful  comple- 
tions, he's  not  protected  from  margin- 
al wells  or  a  further  drop  in  oil  prices. 
Rafferty  realizes  that,  doesn't  he?  By 
way  of  answer  he  points  gamely  to  a 
poster  of  Murphy's  Law  prominently 
displayed  in  his  office.  ■ 


Now  Available  Direct  From  S&P— 

MASTER 
REFERENCE 
SOURCE  TO 
All  STOCKS 

•  reveals  facts  no  other  source  can  provide 
•  easy  to  use 
•  special  offer  saves  you  $12 


SECURITY  OWNER'S 


STOCK 
GUIDE 


U  bis. i  m^m^mw''  ■ 


:  Iff- ' 


Save  nearly  20%  when  you  order 
Standard  &  Poor's  Stock  Guide  right  now. 

Now  you  can  be  sure  of  getting  your  own  copy  of  Standard  &  Poor's  Stock  Gu/deeach 
month  on  a  money-saving  offer.  If  you  act  now,  you'll  be  guaranteed  a  monthly  copy 
(at  considerable  savings)  of  the  investment  bible  relied  upon  by  over  375.000  investors 
Every  month,  you'll  receive  a  268 -  page  handbook,  packed  with  potentially  explosive 
profit  opportunities.  Ifs  the  Source  that  other  sources  turn  to  The  reason:  Its  solid, 
immediately  helpful  quarter  of  a  million  (250,000)  market- related  investment  facts 

48  easy-to-use  features 

•  5100  common  and  preferred  stock  profiles  •  Exclusive  S&P  Earnings  and  Dividend 
Rankings  for  Common  Stocks  •  Ratings  for  Preferred  Stocks  •  Institutional  Holdings 

•  Trading  Volume  •  Price  Earnings  Ratios  •  Price  Ranges  •  Dividend  data,  yields, 
records  •  Earnings  per  share  histories  •  Capitalization  •  Financial  position,  including 
shares  outstanding  •  Exclusive  Earnings  Estimates  •  380  Leading  mutual  funds  •  S&P  500 
Index  and  Option  Indicators  •  Quality  Ratings  •  Weekly  Stock  Price  Indexes  by  Industry 
Groups  •  Recommended  Stocks    and  much,  much  more. 

Save  nearly  20%  with  a  100%  money-back  guarantee 
on  this  absolutely  unique  investment  aid. 

Take  advantage  of  this  special  offer  of  just  $54,  including  postage  You'll  save  $12  off 
the  regular  price  If  not  absolutely  pleased,  receive  a  full  refund  on  all  unmailed 
issues  Mail  the  coupon  today.  orcallToll-Free  1-800-852-5200,  Ext  7  (In  New  Jersey 
1-800-442-1300.  Ext.  7.) 

ACT  NOW!  MAIL-COUPON  OB  PHQNETODAY!  c  Standard  &  Poor's,  1983  

STANDARD  &  POOR'S  CORPORATION 

25  BROADWAY,  NEW  YORK,  N.Y.  10004 

Please  enter  my  tax-deductible  subscription  to  your  Sfoc*Gurdeforonfy$54for 
1 2  monthly  issues — a  $  12  savings  trom  the  regular  price  If  not  completely  satisfied, 
I  will  receive  a  full  refund  on  all  unmailed  issues 


Name  (Print) . 
Address  


City  

□  Payment  enclosed 

□  I  prefer  to  charge  to: 

ACCOUNT  *  


.State . 


-Zip- 


□  Bill  me 

□  American  Express 


□  MasterCard  DVisa 
 EXPIRES  


Steel  coi  i  if"-  "r i 

i  *rr\  times  an<;  m^^-^ 


SIGNATURE  

ADO  APPROPRIATE  SAli S  TAX       NEW  SUBSCRIBERS  ONLY 

No  assignment  of  this  agreement  without  subscriber's  consent 
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Statistical  Spotlight 


This  investment  model  ranks  stocks.  So  do  a  lot  of  others.  What 
the  difference?  For  one  thing,  this  model  seems  to  work. 


Shure  thing 


By  Steve  Kiefaen 


Chester  Shure  is  a  man  deter- 
mined to  find  ways  to  make 
money  with  analysts'  earnings 
estimates  even  though  he  heartily 
mistrusts  analysts'  estimates.  After 
years  of  study  of  design  modifica- 
tions, of  hundreds  of  thousands  of  dol- 
lars in  computer  time,  his  Shure  Man- 
agement Co.  in  Bergenfield,  N.J.  final- 
ly seems  to  have  something. 

In  a  back-test  of  the  period  1976-80, 
his  top-ranked  portfolios,  each  select- 
ed around  mid-month  and  held  for 
one  year,  would  have  appreciated  an 
average  of  33. 1  % .  In  contrast,  his  bot- 
tom-ranked portfolios  showed  an  av- 
erage return  of  -1 .5% .  The  mean  gain 
on  the  S&P's  500  was  5%.  All  19  test 
groups  outperformed  the  market  over 
the  ensuing  year,  whether  the  market 
rose  or  fell. 

Then  he  picked  another  top  group 
in  mid-December  1981,  and  waited. 
Sure  enough,  it  gained  35.5%  to  mid- 
December  1982,  while  the  S&P's  500 
advanced  10.5%. 

Shure's  universe  presently  consists 
of  some  935  stocks  ranked  from  1  to 
935.  The  heart  of  his  model  is  consen- 
sus earnings  estimates,  which  Shure 
obtains  from  the  Institutional  Brokers 
Estimate  System  (IBES),  and  interpo- 
lates for  the  12  months  ending  9 
months  ahead. 

Forbes  asked  how,  if  earnings  esti- 
mates are  often  inaccurate,  he  can 
build  an  apparently  successful  invest- 
ment model  based  on  them.  "I  start 
off  with  the  assumption  nearly  all 
forecasts  arc  wrong,"  Shure  replies. 
"You  make  money  by  recognizing 
that  most  estimates  are  going  to  be  off 
the  mark.  So  rather  than  monitoring 


Made  to  order 


Stocks  with  high  ranks  have  typi- 
cally outperformed  the  market. 
Will  these  49,  too?  (Gaps  in  the 


ranks  mark  oil  stocks  that 
Shure  omitted,  saying  world  oil 
politics  overrides  his  model.) 


Company 

Rank 

Recent 
price 

Esti- 
mated 
earnings 
per  share 

P/E  (esti- 

 P/E   mate) 

on  esti-                 *  P/E 
mate    relative  (relative) 

Beta 

Vec 
val 

Baldwin-United 

3 

32  Vs 

$7.06 

4.5 

7.1 

0.63 

1.00 

0.6 

First  City  Bancp  Tex 

4 

20% 

4.42 

4.6 

7.2 

0.63 

0.90 

0.5 

Tokheim 

6 

15% 

2.24 

6.8 

8.0 

0.84 

1.35 

1.1 

Columbia  Gas  Sys 

8 

29% 

5.77 

5.2 

7.4 

0.69 

0.95 

0.6 

Lifemark 

9 

33 

2.76 

12.0 

16.0 

0.75 

1.40 

1.0 

Lockheed 

16 

88 'A 

11.92 

7.4 

10.1 

0.73 

1.60 

1.1 

Mtn  Fuel  Supply 

17 

37% 

5.09 

7.4 

9.4 

0.78 

1.05 

0.8 

Sterling  Drug 

18 

23% 

2.40 

9.8 

11.9 

0.82 

0.95 

0.7 

Viacom  Intl 

22 

29% 

2.29 

13.0 

14.5 

0.90 

1.25 

1.1 

Warner  Commun 

23 

29 

4.64 

6.3 

12.0 

0.52 

1.05 

0.5 

Raytheon 

26 

47% 

4.27 

in 

11.8 

0.93 

1.20 

1.1 

Republic  Bank  Corp 

30 

32% 

6.18 

5.3 

7.0 

0.76 

0.90 

0.6 

EG&G  Inc 

32 

27% 

1.64 

16.9 

17.7 

0.95 

1.25 

1.1 

Union  Pacific 

35 

50  'A 

4.58 

11.0 

11.0 

0.99 

1.30 

1.2 

Texas  Comm  Bncshr 

36 

39% 

5.93 

6.6 

8.2 

0.80 

0.75 

0.6 

Mercantile  Tex  Corp 

37 

28 

4.64 

6.0 

7.5 

0.80 

0.80 

0.6 

Consol  Natl  Gas 

38 

25% 

4.09 

6.3 

7.6 

0.82 

0.85 

0.7 

Security  Pac  Corp 

39 

38% 

7.87 

4.9 

5.6 

0.87 

0.95 

0.8 

USLIFE 

41 

22% 

4.21 

5.4 

6.0 

0.89 

1.10 

0.9 

Montana  Power 

42 

26  Vi 

4.08 

6.5 

9.0 

0.72 

0.75 

0.5 

Great  Lakes  Chem 

45 

34% 

2.71 

12.8 

14.7 

0.87 

1.05 

0.9 

Grumman 

46 

51% 

5.85 

•  8.8 

10.4 

0.85 

1.10 

0.9 

Philip  Morris 

48 

58V4 

7.24 

8.1 

9.1 

0.89 

0.90 

0.8 

Cameron  Iron  Works 

49 

22% 

3.10 

7.3 

10.9 

0.67 

1.15 

0.7 

Natl  Medical  Care 

51 

11% 

1.14 

10.0 

11.2 

0.89 

1.30 

1.1 

Source  Shure  Management  C< 
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Choose  your  project  bank 
or  only  for  rrs  resources,  but  for 

ITS  ABILITY  TO  ORCHESTRATE 
THEM  ON  YOUR  BEH  ALE 


There  are  only  a  handful 
of  banks  in  the  world 
which  have  what  it  takes 
perform  a  lead  role  in  project 
lancing.  Because  very  few  banks 
ve  the  finely 
ned  financial  and 
:hnical  expertise  to 
iginate  a  tailored  finan- 
d  proposal,  as  well  as  a  ^ 
pital  base  large  enough  to 
ake  the  major  loan  commitments 
quired  for  world-scale  projects. 

At  Bank  of  Montreal, 
s've  compiled  an  enviable 
cord  in  international  project 
lance,  not  only  because  we 
ive  these  resources,  but  because 
our  proven  ability  to  orches- 
ite  them  professionally  in  a 
sative  risk-sharing  arrangement 
hich  best  fulfills  the  objectives 
both  lender  and  borrower. 

Bringing  into  play  their 
rmidable  knowledge  of 
source  extraction,  delivery  and 
arketing,  our  engineers  act  in 


concert  with  our  bankers  to 

design  a  proposal  which 
is  perfectly  tuned  to 
your  needs  and  accu- 
rately reflects  the  risk 
S        profile  of  your  project. 

These  specialist  teams 
within  our  Merchant  Banking 
Group  form  a  Project  Finance 
unit  whose  professionalism 
is  unexcelled,  and  whose  per- 
formance has  made 
Bank  of  Montreal  a  respected 
player  in  the  international 
financing  community. 

Their  mobility,  co-ordi- 
nation and  in-depth 

knowledge  of  strategic 
markets  allows 
them  to  bring  a  global 
perspective  to  your  specific 
requirements. 

Contact  your 
Bank  of  Montreal  Account  Manager, 
or  Project  Finance,  Merchant  Bank- 
ing Group,  First  Canadian  Place, 
Toronto,  Canada.  Telex:  06524041. 


Statistical  Spotlight 

absolute  changes,  I  monitor  the  pulse 
of  changing  expectations  and  whether 
the  consensus  is  coming  closer  to- 
gether or  moving  farther  apart."  In 
other  words,  if  analysts  arc  always 
struggling  hopelessly  along  behind 
changing  reality,  you  focus  on  where 
they  are  heading  and  how  fast,  instead 
of  on  what  they  are  saying. 

The  relative  P/Es  shown  here — the 
other  driving  force  behind  the  Shure 
model — are  adjusted  seven-year-aver- 
age historical  P/E  ratios.  It  matters  a 
lot  whether  the  current  multiple  is 
higher  or  lower  than  the  traditional 
one.  "The  lower  this  ratio,  the 
cheaper  the  firm,"  explains  Shure. 

His  "vector  value"  is  "a  measure  of 
risk  and  opportunity."  Low  vector, 
high  beta  (volatility),  therefore,  offers 
the  best  of  both  worlds:  reduced  risk 
and  high  appreciation  potential. 

Shure  accordingly  ranks  all  the 
firms  in  his  universe  in  ten  groups,  or 
deciles.  On  a  historical  basis  energy- 
related  stocks  are  cheap,  so  the  top 
groups  in  Shure's  model  have  become 
clogged  with  them.  Of  his  latest  94 
favorites,  nearly  half  are  energy 
stocks,  companies  like  Apache  Corp., 
Kerr-McGee,  Forest  Oil,  Pioneer 
Corp.  of  Texas  and  Helmerich  & 
Payne.  "These  stocks  march  to  the 
beat  of  a  different  drummer  than  the 
rest  of  the  market.  Political  not  mar- 
ket forces  move  them,"  complains 
Shure,  who  thinks  energy-related 
companies  are  more  of  a  guessing 
game  than  a  subject  of  analytic  judg- 
ment. Such  stocks  aside,  he  came  up 
with  49  firms  in  the  top  decile  of  his 
latest  computer  run. 

Shure  says  his  model  is  risk-averse. 
It  tends  to  hold  up  better  in  poor  peri- 
ods. Shure  expects  these  stocks  to 
outperform  the  averages  by  a  wide 
margin,  but  thinks  they  have  a  built- 
in  safeguard  if  the  market  takes  a 
tumble.  But  before  you  rush  out  to 
buy,  take  a  closer  look.  Leading  the 
list  is  Baldwin- United,  a  controversial 
financial  services  firm,  to  say  the  least 
(Forbes,  Dec.  20,  1982).  Its  reported 
earnings  may  rise,  but  are  suspect. 

An  abnormally  low  P/E  is  often  a 
sign  of  undervaluation,  but  it  can  also 
signal,  as  here,  that  the  market  has 
deep  reservations  about  a  firm's  fu- 
ture. This  sort  of  system,  therefore, 
should  be  regarded  as  a  useful  screen- 
ing device.  Formulas,  however  suc- 
cessful, should  be  supplemented  by 
good,  old-fashioned  horse  sense. 

On  the  other  hand,  maybe  this  is 
the  time  to  be  buying  oils.  We'll 
check  in  a  year.  ■ 


Made  to  order 

Esti- 

P/E  (esti- 

11 1  f  I  i  t  i 

 P/E  

mate) 

Recent 

earnings 

on  esti- 

P/E 

Vec 

Company 

Rank 

price 

per  share 

mate 

relative  (relative) 

Beta 

val 

Bristol-Myers 

53 

66% 

$  5.84 

11.4 

12.1 

0.94 

0.95 

0.8 

A  in  i>r  ii  "i  !i  '>  f  i ■  r 1 1 1  1 1 •  r 

1 4% 

9.2 

10.4 

0.88 

1  in 

Chart  House 

56 

2lVi 

2.44 

8.8 

9.1 

0.96 

1.20 

1.1 

Eli  Lilly 

58 

64  lA 

6.07 

1  r\  r 
10.6 

12.1 

0.87 

1.00 

0.8 

Chemical  NY 

61 

40% 

8.80 

4.6 

5.3 

0.86 

0.80 

0.6 

Wells  Fargo 

62 

26% 

5.81 

4.6 

5.0 

0.92 

1.00 

0.9 

FmcI    r  Whci'lcf 

64 

14'/2 

1.71 

8.5 

10.3 

0.82 

1  ^n 

1  n 

Harris  Bankcorp 

65 

31 

6.29 

A  Q 

5.5 

0.88 

0.85 

0.7 

Chase  Manhattan 

67 

49'/2 

1 1.46 

A  'i 

4.3 

5.3 

0.81 

0.95 

0.7 

Community  Psy  Ctr 

00 

171/ 
Of  VI 

1 .93 

19.4 

18.7 

1.04 

1 .35 

1.4 

Tracor 

70 

29% 

2.12 

13.9 

13.0 

1.07 

1.45 

1.5 

Flii'hf  S  ilcl  v  Intl 

I  11^,111     lilH  I  >     111  II 

71 

29% 

1.65 

17.6 

21.8 

0.81 

1  4D 

1  1 

IMS  Intl 

72 

25 

1.80 

13.9 

14.3 

0.97 

1.05 

1.0 

Texas  Utilities 

73 

23 '/j 

3.89 

6.0 

7.2 

0.83 

0.75 

0.6 

Bally  Mig 

75 

25% 

3.66 

/.o 

9.0 

0.78 

1.30 

1.0 

Houston  Inds 

76 

20% 

3.84 

5.4 

6.4 

0.84 

0.70 

0.5 

AmiT  Intl  f.miin 
Aint.1  iiiii  vjiuui/ 

80 

741/2 

7.96 

C\  A 

9.4 

10.3 

0.91 

1  no 

n  0 

Combust  Engnring 

81 

37% 

5.03 

7.5 

9.0 

0.83 

1.20 

0.9 

US  Surgical 

82 

HV4 

1.35 

15.8 

17.7 

0.89 

1.45 

1.2 

PNC  Finan  Corp 

84 

31% 

6.21 

5.1 

5.9 

0.86 

0.70 

0.6 

1  1131    l  .'MLil^U 

85 

1 9% 

3.76 

5.1 

6.2 

0.82 

n  7 

Shared  Med  Sys 

87 

511/2 

2.06 

25.0 

24.3 

1.03 

1.20 

1.2 

Amer  Home  Prods 

89 

43% 

4.00 

10.9 

11.7 

0.93 

0.85 

0.7 

Oak  Industries 

91 

14% 

1.45 

10.1 

13.6 

0.74 

1.45 

1.0 

•Formerly  Pittsburgh  Natlona 

Source  Shure  Maiuigement  C 

The  end  of  the  line 

These  15  stocks  are  at  the 

very  bot- 

If  the  model 

is  right,  this  group  of 

torn  of  the  Shure  Investment  Mod- 

stocks 

will 

underperform 

the 

el's  universe  of  some  935  securities. 

market  over  the  next 

year. 

Esti- 

P/E (esti- 

mated 

 P/E  

-  mate) 

Recent 

earnings 

on  esti- 

-P/E 

Vec 

Company 

Rank 

price 

per  share 

mate 

relative  (relative) 

Beta 

val 

Clark  Equipment 

935 

29% 

$0.57 

51.2 

11.6 

4.39 

0.80 

3.5 

Rexnord 

934 

13% 

0.62 

22.0 

10.1 

2.18 

0.80 

1.7 

Cincin  Milacron 

933 

32% 

0.66 

50.1 

14.9 

3.36 

1.05 

3.5 

Qmark  Inds 

932 

20  '/< 

0.89 

22.7 

8.1 

2.79 

0.95 

2.6 

Hyster 

931 

40 '/« 

2.65 

15.2 

6.6 

2.29 

0.90 

2.0 

SPS  Technologies 

930 

14% 

0.55 

26.8 

9.4 

2.83 

1.35 

3.8 

Cross  &  Trecker 

929 

20'/. 

0.77 

26.3 

11.8 

2.22 

1.10 

2.4 

Kennametal 

928 

30% 

0.82 

37.7 

12.0 

3.12 

1.15 

3.5 

Natl  Semiconduct 

927 

28% 

0.76 

37.5 

13.6 

2.75 

1.50 

4.1 

Pabst  Brewing 

926 

21'/2 

0.55 

39.2 

15.7 

2.48 

0.85 

2.1 

Ramada  Inns 

925 

6l/s 

0.15 

41.7 

17.8 

2.34 

1.30 

3.0 

Measurex 

924 

18 

0.66 

27.2 

15.4 

1.76 

1.05 

1.8 

Lone  Star  Inds 

923 

29% 

1.02 

29.4 

11.3 

2.58 

1.05 

2.7 

Homestake  Mining 

922 

60% 

1.36 

44.2 

17.4 

2.54 

1.00 

2.5 

Timken 

921 

51'/4 

3.02 

17.0 

8.8 

1.92 

0.85 

1.6 

Source  Shure  Management  Co 
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Your  legacy:  A  way  of  life. 


i  you  love  the  wide  open  spaces?  Clean  air?  The  beauty  of 
ure?  Are  they  a  part  of  the  legacy  you  have  planned  for 
Jr  loved  ones? 

Dwning  a  large  piece  of  land  in  America  is  possibly  the 
!>st  important  decision  you  will  ever  make.  Mot  only  will 
lj  enjoy  the  rare  privilege  and  pleasure  of  owning  sizable 
lichland  today,  it  can  remain  a  private  corner  of  America 
the  future  history  of  your  family.  Forbes  Wagon  Creek 
inch  is  offering  just  404  people  the  unusual  opportunity 
purchase  a  sizable  spread  of  land  right  next  to  its  gigantic 
:  bes  Trinchera  Ranch  in  southern  Colorado. 
Minimum-size  family  ranches  are  40  acres,  and  vary  up 
74  acres,  with  prices  starting  at  $25,000.  Down  payment 
lis  low  as  1%  with  monthly  payments  of  $250  including 
2rest  at  9%. 


Here  in  the  foothills  of  the  magnificent  Rocky  Mountains, 
with  restricted  access  to  more  than  17,000  acres  (over  26 
square  miles),  you  can  hunt  deer,  elk,  grouse,  and  all  kinds 
of  wild  game  in  season.  Or  you  can  ski  cross  country,  fish 
for  trout,  ride  horseback,  or  just  enjoy  the  breathtaking 
dawns,  sunsets,  and  the  changing  seasons  in  the  shadow  of 
one  of  Colorado's  highest  peaks,  Mount  Blanca. 

This  exclusive  preserve  is  the  perfect  place  for  the  out- 
door-lover in  you,  and  when  passed  on  to  your  children,  or 
your  grandchildren,  your  ranchland  bestows  on  your  heirs 
the  privilege  of  an  unspoiled  way  of  life.  It's  a  very  thoughtful 
way  to  shape  the  futures  of  those  who  will  follow  you. 

For  more  information  on  how  you  can  become  a  part  of 
Forbes  Magazine's  private  mountain  hideaway,  write  or  call 
for  our  full-color  brochure. 


ORBES     WAGON     CREEK  RANCH 

Errol  Ryland,  Manager    Box  303  K    Fort  Garland,  Colorado  81133    (303)  379-3263 


Sangre  de  Cristo  Ranches  Inc  .  developer  This  is  not  an  olter  to  sell  in  states  where  not  registered  NJA104  0482CO  NAV820068  000039- A  AD18560(b) 
atement  and  ottering  statement  has  been  filed  with  the  Secretary  ot  State  ol  the  State  ol  New  York  The  tiling  does  not  constitute  approval  ol  the  sale  or  lease  or  otter  tor  sale  or  lease  by  the  Secretary  ot 
State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  ol  such  ottering  A  copy  of  the  ottering  statement  is  available,  upon  request,  from  Sangre  de  Cristo  Ranches  Inc  NYA82-78 

Obtain  the  Property  Report  required  by  Federal  law  and  read  it  betore  signing  anything. 
No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property.  Equal  Credit  and  Housing  Opportunity. 


was  wrong. 


The  sky  didn't  fall.  And  it's  not 
likely  to  fall  today.  Or  even  tomorrow. 

At  Drexel  Burnham  Lambert  we 
see  reason  for  optimism  in  today's 
uncertain  economy.  Here's  why 

First,  we  have  made  progress  in  our 
war  against  inflation. 

Second,  interest  rates  are  down 
sharply 

Third,  the  recent  tax  changes  have 
significantly  increased  after-tax 
returns  for  investors. 

Fourth,  energy  costs  are  under 
control. 


As  long  as  these  factors  persist,  we 
will  be  well  on  our  way  to  restoring 
the  financial  stability  essential  to 
maintaining  economic  growth. 

Already,  we  see  signs  of  recovery. 
Unemployment  has  begun  to  drop. 
New  factory  orders  are  up.  Construc- 
tion outlays  are  up.  Auto  sales  are  up. 

Of  course,  our  economy's  ills  will  not 
end  overnight.  The  road  to  sustained 
recovery  will  be  bumpy. 

But  smart  investors  recognize  that 
times  like  these  are  times  of  great 
opportunity. 


Drexel  Burnham  Lambert  cai 
you  spot  those  opportunities  — 
identify  potential  pitfalls. To  that 
we  offer  you  our  extensive  resoi 
—custom- tailored  to  your  parti 
needs. 

Drexel  Burnham  Lambert  is < 
international  investment  bank 
and  securities  firm.  But  not  too 
For  we  know  your  future  detern 
our  future. 

Drexel  Burnham  Lambert. 

A  voice  of  reason. 


Drexel  Burnham  Lambert 

Your  bottom  line  is  our  top  concern. 


60  Broad  Street.  New  York.  NY  10004  (2121  480-6000.  Offices  in  principal  financial  centers  worldwide.  Member  SIPC.  Copyright.  Drexel  Burnham  Lambert  Incorpora: 


Capital  Markets 
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Zeiro-coupon  bonds  can  be  injurious  to 
your  pocketbook.  Here  are  the  reasons. 


THE  BIG  0 


coupon  deposit  certificates.  So  far, 
they  have  been  issued  by  only  a  few 
banks  and  savings  and  loan  associ- 
ations. But  they  are  rated  Aaa  be- 
cause the  deposits  carry  FDIC  or 
FSLIC  insurance. 

But  don't  jump  into  zero-coupons 
without  giving  the  matter  careful 
thought.  They  have  substantial 
drawbacks.  Terms  are  not  always  as 
generous  as  in  the  better-estab- 
lished current-coupon  markets. 
More  important,  trading  markets 
are  neither  active  nor  deep,  and  re- 
selling zero-coupons  through  a  non- 
trading  firm  could  be  costly  if  you 
don't  know  your  way  around.  To  be 
blunt  about  it,  you  may  have  to  take 
a  severe  haircut  from  the  broker.  If 
there's  any  chance  you  may  have  to 
resell,  your  best  vehicle  would  be 
stripped  Treasuries.  They  are  the 
most  marketable  because  they  are 
"generic" — all  stripped  Treasuries 
of  similar  maturity  are  alike. 

But  reselling  is  not  the  way  to 
play  the  game.  The  first  rule  is:  Buy 
zeros  to  hold,  not  to  sell. 

And  in  all  taxable  zero-coupon  se- 
curities, remember  this:  Even 
though  you  don't  get  the  interest 
until  maturity,  you  still  incur  an 
annual  tax  liability.  The  IRS  says 
the  difference  between  issue  price 
and  maturity  price  is  interest,  even 
though  no  cash  changes  hands. 

For  this  reason,  zero-coupon  taxa- 
bles  are  probably  not  the  best  way  to 
speculate  on  falling  interest  rates. 
They  are  mainly  of  value  to  those 
who  don't  have  to  pay  taxes  any- 
way, such  as  investors  in  IRAs, 
Keoghs  or  children's  college  ac- 
counts and  the  like. 

Surprisingly,  many  zero-coupon 
investors  don't  do  their  homework. 
For  example,  last  year  I  warned  that 
Massachusetts  Bay  Transportation 
Authority  zero-coupon  tax-frees  of 
2003  to  2005  were  too  "rich."  They 


As  regular  readers  of  this  column 
know,  I  expect  interest  rates  to  fall 
all  this  year  and  into  1984.  Bond 
yields  should  shrink  2%  to  4%  be- 
low today's  levels.  If  I'm  right,  the 
capital  gains  potential  for  bonds 
this  year  is  almost  as  good  as  last 
year's,  when  total  returns  of  35% 
and  more  were  not  uncommon  on 
long-term  bonds. 

Many  investors  have  decided  the 
best  way  to  play  this  powerful  up- 
trend is  through  zero-coupon  bonds. 
Zero-coupons  can  be  useful  to  some 
individuals  because  of  one  out- 
standing advantage:  Not  only  is  the 
return  to  maturity  of  a  zero  calcu- 
lated according  to  today's  higher  in- 
terest rates,  but  the  bonds  "rein- 
vest" that  future  return  at  today's 
yields  instead  of  tomorrow's.  In  ef- 
fect, the  bond  compounds  current 
interest  rates  to  maturity.  By  con- 
trast, to  realize  the  stated  yield  to 
maturity  of  current-coupon  bonds, 
you  would  have  to  reinvest  your 
interest  payments  at  today's  higher 
rates  over  the  life  of  the  bond. 

Zero-coupon  securities  pay  no 
cash  interest  but,  instead,  are  issued 
at  a  price  far  below  the  face  value  of 
100.  They  come  in  several  forms:  as 
U.S.  Treasury  bonds  stripped  of 
their  interest  coupons,  as  taxable 
corporates  and  as  tax-free  municipal 
bonds.  It  is  also  possible  to  buy  zero- 

Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


came  to  market  at  $  1 7  per  $  100  face 
value — high  in  price  but  low  in 
yield.  They  were  paying  only  7.8% 
to  8.5%  while  current-coupon 
bonds  of  the  same  issue  were  paying 
13.25%.  Result:  the  overpriced  0s 
soon  came  down  substantially. 

Also  often  overlooked  are  re- 
demption terms.  When  the  zero 
game  began,  the  bonds  had  a  call 
price  of  close  to  100.  An  issue  pur- 
chased for  $15,  $25,  even  $45,  per 
$100  face  value  had  plenty  of  pro- 
tection against  early  redemption. 
Then  the  issuers  got  smart  and 
started  setting  the  call  price  as  a 
small  fraction  over  the  compound 
accreted  value,  or  CAV — the  value 
of  the  bond  at  any  time  as  it  moves 
from  issue  price  to  100.  The  market 
price  of  zeros  is  usually  close  to 
prevailing  yield  levels.  Thus,  many 
zero  buyers  today  are  paying  far 
more  than  the  call  price.  For  exam- 
ple, North  Carolina  Eastern  Mu- 
nicipal Power  Agency  original  issue 
discount  bonds  due  2014  are  trading 
at  up  to  97.65  even  though  they  are 
callable  at  90  on  Jan.  1,  1992. 

An  even  more  costly  mistake 
may  have  been  made  by  those  who 
bought  some  of  the  $4.4  billion 
worth  of  single-family  housing 
bonds  issued  by  various  local  au- 
thorities between  June  and  Decem- 
ber 1982.  When  interest  rates  fell, 
many  of  the  issuers  couldn't  make 
mortgage  loans  at  rates  high  enough 
to  pay  for  the  bonds.  Precisely  be- 
cause of  this  possibility,  the  terms 
of  the  issues  call  for  the  funds  to  be 
loaned  out  without  delay — usually 
within  one  to  two  years — or  re- 
turned to  investors.  Many  of  the 
bonds  have  actually  increased  in 
price,  again  because  of  the  sharp  fall 
in  interest  rates.  So  investors 
buying  these  bonds  today  could  find 
them  retired  within  a  matter  of 
months  at  a  whopping  discount. 

On  the  other  hand,  new  issues  of 
nonhousing  tax-exempts  such  as 
Metropolitan  Government  of  Nash- 
ville and  Davidson  County,  Term. 
Water  and  Sewer  Revenue  Bonds 
provide  reasonable  protection 
against  early  redemption.  The 
2013s  were  marketed  at  $4  per  $100 
in  December  1982  and  recently 
traded  at  4'/2.  They  are  not  callable 
for  15  years,  or  until  December 
1997.  The  call  price,  furthermore,  is 
generous— $21.93,  or  116%  of  the 
CAV  at  that  time  of  $18.91.  ■ 
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The  right  move  is  probably  not  to  wait  for 
a  correction,  since  such  things  are  getting 
to  be  fewer  and  farther  between. 

DEAR  ANNIE  . . . 


By  Ann  C.  Brown 


Dear  Ms.  Brou  n 

Help.'  I  missed  the  August  rally  and 
decided  to  wait  for  a  correction  before 
buying.  While  I  was  waiting,  the  No- 
vember rally  took  off,  and  I  missed  out 
again.  I'm  still  waiting  for  a  correction 
but  the  market  looks  as  if  it's  headed  up. 
Should  I  continue  to  wait  or  buy 
stocks  now? 

Jelly  Nerves 

Dear  Nerves: 

First  of  all,  take  comfort.  You  are 
not  alone.  Thousands  of  investors 
failed  to  catch  the  market  upturn 
last  summer  and  have  been  impa- 
tiently waiting  ever  since  for  an  op- 
portune moment  to  buy  equities. 
Since  most  of  you  had  your  money 
invested  in  high-yielding  market 
funds  or  Treasury  bills,  you  could 
afford  to  sit  back  and  wait  for  the 
stock  market  to  come  to  you.  How- 
ever, that  hasn't  happened  yet,  and, 
now  that  the  money  funds  are  yield- 
ing about  half  what  they  did  six  to 
eight  months  ago  (and  T  bills  not 
much  better),  a  sense  of  urgency  has 
entered  many  individual  invest- 
ment pictures. 

While  the  stock  market  has  been 
known  to  have  major  corrections,  a 
glance  at  the  charts  would  suggest 
that  in  recent  years  such  correc- 
tions are  fewer  and  farther  between. 
These  days  it  appears  that  correc- 


Ann  C  Brown  is  chief  executive  officer  of  the 
equity  advisor)'  and  portfolio  management 
firm  of  AC.  Brown  &  Associates. 


tions  are  more  rotational  in  nature, 
with  selloffs  spreading  from  indus- 
try group  to  group  over  time,  so  the 
"Big  Bang"  correction  of  the  past  is 
less  likely  to  occur.  Where  a  sharp 
marketwide  downturn  does  take 
place,  most  investors  who  are  al- 
ready out  of  the  market  tend  to  stay 
out,  scared  out  of  their  stocks  that 
the  worst  is  yet  to  come. 

Waiting  for  stock  market  correc- 
tions can  be  hazardous  to  your  fi- 
nancial health.  One  problem  is  that 
no  one  has  exactly  defined  what  a 
correction  really  is.  Some  strate- 
gists maintain  that  it  is  a  retrench- 
ment of  half  the  rise.  But,  taking  the 
present  market  as  an  example,  does 
that  mean  half  the  rise  from  last 
August's  767  DJI  low  to  the  current 
1 100  level  (buy  below  934),  or  is  it  a 
pullback  of  half  the  most  recent  rise 
from  around  900  DJI  late  last  year  to 
1 100  (buy  below  1000)?  And  what  if 
the  market  zooms  to  1200  or  1250, 
as  many  predict?  What  is  the  buy 
point  then? 

When  financial  historians  get 
around  to  doing  their  thing,  I  think 
they  may  come  to  the  conclusion 
that  the  period  from  1977  to  mid- 
1982  (except  for  the  blip  in  1980) 
"was  one  of  the  longer,  steeper  mar- 
ket corrections.  During  those  years, 
double-digit  inflation  silently  de- 
stroyed more  stock  portfolios  than 
poor  market  timing  ever  did.  Now 
that  inflation  is  in  the  5%  range 
and  is  likely  to  stay  there  for  the 
next  12  to  18  months  or  more,  and 
now  that  the  economic  recovery 
appears  to  have  arrived,  investors 
should  still  be  able  to  find  some 
moneymaking  stocks,  correction  or 
no.  Granted,  most  of  the  so-called 
"easy  money"  has  been  made,  so 
you  will  have  to  select  your  securi- 
ties with  greater  care,  but  you  are 
apt  to  find  the  effort  more  reward- 
ing than  remaining  on  the  side- 


lines. Especially  when  some  su 
pnsingly  good  corporate  earninj 
start  to  roll  in  at  the  end  of  th 
quarter  and  the  next  and  the  or 
after  that. 

Among  those  companies  who; 
1983  earnings  are  estimated  to  1 
substantially  higher  than  last  ye 
is  Times  Mirror  (64).  While  most 
the  newspaper/broadcasters  mai 
aged  to  hold  1982  earnings  eve 
with  1981,  Times  Mirror  felt  tl 
recession  more  keenly  than  othe 
because  of  its  ownership  of  new 
print  and  wood  products  facilitie 
As  the  economy  revives,  so  shou 
those  depressed  divisions,  ar 
Times  Mirror  stock,  which  has  bee 
in  a  holding  pattern  since  year-en 
could  resume  its  upward  climb.  Tl 
company  is  expected  to  grow 
about  18%  per  year  for  the  next  fr 
years  and  earnings  for  1983  could  1 
in  the  area  of  $4.75  and  $5  per  shar 
with  $6  to  $6.25  per  share  possib 
in  1984. 

One  stock  that  already  may  ha^ 
corrected  from  its  December  19£ 
high  of  67  is  CBS,  Inc.  (56).  Last  ye 
the  company  took  the  opportunity 
bad  year  affords  a  good  company  ar 
wrote  off  some  of  its  past  diversii 
cation  mistakes — CBS  Cable  T 
stereo  retail  outlets,  etc.  With  m 
dia  analysts  applauding  this  dec 
sion  to  cut  losers,  CBS  will  probab 
rid  itself  of  the  remaining  margin 
properties.  Earnings  estimates  "f 
the  big  broadcaster  are  all  over  tl 
lot,  ranging  from  $6.20  to  $7.15  p 
share  this  year  and  $7.25  to  $8.. 
for  1984.  If  CBS  commands  a  ma 
ket  multiple  of  10  to  13,  the 
would  appear  to  be  considerable  u 
side  potential  for  the  stock  over  tl 
months  ahead. 

While  CBS  is  busy  getting  out 
businesses,  the  Washington  Post  (5 
is  up  to  its  balance  sheet  in  possib 
new  ventures.  High  on  the  cor 
pany's  to-be-considered  list  is  deve 
oping  FCC-franchised  systems  fi 
mobile  telephones  (a.k.a.  cellul 
technology).  Should  this  and  oth 
projects  come  to  pass,  they  cou 
involve  some  hefty  startup  cost 
but  the  company  should  be  able 
finance  them  without  penahzii 
earnings.  This  year  $4.20  to  $4.f 
looks  possible;  next  year  per-sha 
earnings  could  come  in  at  around  $ 
The  Washington  Post  has  split  i 
stock  twice  in  the  past  seven  yea 
and  is  currently  overdue.  ■ 
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Your  company's 

Annual  Report 
gets  attention 
in  Forbes 


Lesults 

)RBES  gets  results 
st  year's  section 
inerated  well  over 
4,000  individual 
Iquests  for  annual 
borts,  with  each 
vertiser  receiving 
.  average  of  more 
Ian  4,800  requests 
)RBES'  readers 
!>pond. 

✓ost  Efficient 

t  the  low  cost  of  $2,660 
r  a  1/8  page,  black  and 
lite  advertisement,  the 
nnual  Report  Section  will  feature  highlights 
)m  your  current  annual  report.  It  will  be 
sn  by  FORBES'  100,000  subscribers  at  a  cost 
r-thousand  of  only  $3.80. 


Active 
Investors 


FORBES  has  100,000 
subscribers  and  a  total 
readership  that  exceeds 
2,000,000.  98%  of 
FORBES'  subscribers  have 
investment  portfolios  with 
an  average  value  of  $615,000. 
FORBES'  subscribers  are  in 
on  a  sizable  piece  of  the 
action  in  American  business 
because  of  their  wealth: 
average  annual  household  in- 
come is  $124,000  and  average  net 
worth  tops  the  $915,000  mark.  In  fact,  one 
out  of  five  FORBES  subscribers  is  a  millionaire. 
In  addition  to  their  own  portfolios,  more  than 
half  of  FORBES'  subscribers  help  make 
investment  decisions  for  others. 

(Source:  Dim  Bnwdren  Associates,  1983) 


Issue  Date:  April  25,  1983    Closing  Date:  March  11,  1983 

Take  advantage  of  this  special  opportunity  to  present  your  company's  performance  record 
to  an  important  group  of  investors:  the  readers  of  FORBES.  For  further  information,  contact: 
Sarah  Madis(m,  60  Fifth  Avenue,  New  York,  N.Y.  1 00 1 1 
(212)  620-2371 
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Psychology  &  Investing 


US.  investors'  portfolios  are  less  polar- 
ized than  those  in  other  countries.  A  sig- 
nificant factor  for  brokers  and  markets. 

THE  AMERICAN  WAY 


small  companies,  since  these  pro- 
vide a  much  greater  chance  of  capital 
gains  (or  losses).  A  common  com- 
ment: "I  want  to  take  a  shot,  a  gam- 
ble with  a  portion  of  the  money." 

Last,  but  by  no  means  least,  U.S. 
investors  usually  earmark  a  sub- 
stantial portion  of  their  money  for 
middle-level  companies  that  are 
plentiful  in  almost  every  industry, 
normally  with  sales  in  the  $500  mil- 
lion-to-$1.5  billion  range,  such  as 
Federal  Express,  Intel  and  ADP. 

Why  does  this  matter?  Because  it 
tells  us  a  lot  about  American  invest- 
ing habits.  In  no  other  country  does 
one  find  this  seemingly  "natural" 
division  of  investment  moneys.  In 
the  seven  countries  where  suffi- 
cient numbers  of  individual  inves- 
tors have  been  kind  enough  to  let 
me  examine  their  investment  rec- 
ords— England,  Holland,  France,  It- 
aly, Sweden,  Japan  and  Canada — 
investors  act  differently.  They 
bunch  their  money  at  the  top  and 
bottom  of  the  size  range  and  unwit- 
tingly avoid  the  middle. 

Why?  Investors  everywhere  are  in- 
clined to  follow  the  flow  of  invest- 
ment capital  in  their  country.  That 
is,  where  government  and  business 
are  spending  money  is  where  indi- 
vidual investors  in  that  nation  want 
to  spend  theirs  as  well.  They  travel 
on  an  investment  road  laid  down  by 
large  financial  entities. 

In  the  U.S.  investors  follow  the 
smart  (or  more  accurately,  big)  mon- 
ey being  spent  on  R&D,  believing 
that  they  are  among  the  first  to  hear 
of  every  new  technological  innova- 
tion. Canadian  investors  also  follow 
the  big  money  in  their  country  and, 
therefore,  invest  in  firms  that  are 
undertaking  major  capital  expansion 
projects.  Such  as?  The  bulk  of  them 
are  connected  with  the  mineral-rich 
nature  of  the  country:  mines,  refiner- 
ies and  smelters.  The  drug,  defense, 
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American  investors  are  unique.  I 
found  out  to  what  extent  recently 
when  I  was  asked  to  analyze  wheth- 
er Canadians  would  use  the  services 
of  discount  brokers — which  they 
will  be  able  to  do  under  a  law  that 
goes  into  effect  Apr.  1.  In  surveying 
1,200  Canadian  investors,  I  quickly 
discovered  that  their  investment 
habits  are  more  polarized  than 
those  found  in  the  U.S. 

In  what  way?  If  you  ask  a  broad 
spectrum  of  American  investors 
how  they  would  invest  $300,000  in 
stocks,  the  replies  make  it  clear 
that,  on  average,  they  would  distrib- 
ute the  money  evenly  among  small, 
medium  and  large  companies.  It's 
not  something  they  do  deliberately. 
Few  are  even  aware  that  that  is  how 
they  operate. 

The  typical  American  investor 
wants  shares  of  some  huge,  multina- 
tional firms  (such  as  IBM  and  GE)  in 
his  portfolio  because  the  companies 
are  household  names  and  seem  se- 
cure. A  representative  remark: 
"These  companies  are  strong 
enough  to  withstand  any  damage 
done  them  by  the  economy — or 
themselves."  Dividends  paid  by  this 
group  of  stocks  tend  to  be  higher  as 
well.  For  quite  different  reasons,  the 
typical  American  also  wants  some 

Dr.  Srully  Blotnick  is  a  research  psychologist 
atul  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


computer  and  electronics  indus- 
tries— the  major  spenders  on  R&D  in 
the  U.S. — are  less  significant  sectors 
of  the  Canadian  economy. 

The  upshot:  Canada's  greater  cap- 
ital investment  (as  opposed  to  R&D] 
focus  has  accidentally  schooled  its 
individual  investors  to  have  a  differ- 
ent view  from  that  held  in  the  U.S. 
Although  R&D  can  be,  and  often  is, 
financed  by  individuals,  major  cap- 
ital expansion  projects  are  rarely  un- 
dertaken by  individuals,  and  foi 
good  reason:  They  simply  cannol 
afford  to  build  a  hydroelectric  plant, 
refinery  or  smelter.  Hence  Canada's 
resource  orientation  has  meant  that 
companies,  not  individuals,  tradi- 
tionally take  the  risk. 

That  has  produced  a  "schizo- 
phrenic" investor  outlook  in  Cana- 
da: Shares  that  appear  low  risk,  such 
as  banks  and  utilities,  are  all  right  tc 
buy  and  hold  tightly  for  the  long 
pull.  Everything  else,  particularly 
shares  in  metals,  mining  and  energy 
companies,  is  treated  as  mere  play- 
things that  occasionally  produce 
large  payoffs  for  investors.  It's  the 
homegrown  gambling  casino.  Cal] 
it  Las  Vegas  North. 

The  result:  polarized  portfolios 
with  a  stable  portion  consisting,  foi 
instance,  of  Bell  Canada  and  Royal 
Bank  at  one  end  and  Hudson  Bay 
and  Dome  Mines  at  the  other. 

But  what  is  the  connection  be- 
tween portfolios  whose  middles  are 
missing  and  discount  brokers?  A 
strong  one.  It  turns  out  that  you 
need  a  broker  most  for  the  stocks  in 
the  middle.  How  well  the  very  big- 
gest companies  are  doing  is  every 
day  news. 

Small,  speculative  companies 
don't  require  a  broker  either,  since 
U.S.  and  Canadian  investors  say 
that  they  usually  hear  about  then 
from  friends  or  read  about  them  ir 
the  press.  Brokers  sometimes  men 
tion  small  ventures,  but  investors 
tell  me:  "It's  more  convincing  wher 
I  read  it  in  a  magazine." 

By  contrast,  what  do  investors 
who  are  oriented  toward  quick  ins 
and  outs  want  most  once  they  know 
the  names  of  the  companies  they 
are  supposed  to  buy?  A  low  com 
mission  rate  to  make  the  round  trip 
less  costly. 

As  for  Canada,  once  they  put  up 
their  shingles,  discount  brokers 
should  do  at  least  as  well  there  as 
they  have  done  in  the  U.S.  ■ 
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INC.  N 

PA.,  ,  Feb.  3,  1983— Ametek,  Inc.  (NYSE,  PSE), 
ported  the  highest  earnings  in  the  company's 
ir  both  the  fourth  quarter  and  the  year  ended  Dec. 


fourth  quarter  the  industrial  manufacturer's  earn- 
hed  a  record  $5.8  million  or  53  cents  per  share  on 
192.7  million,  compared  to  $5.4  million  or  50  cents 
e  that  Ametek  earned  in  the  last  quarter  of  1981, 
les  totaled  $104.1  million, 
k's  earnings  for  the  year  were  $27.3  million  or 
r  share,  up  from  the  $26.5  million  or  $2.44  per 
irned  in  1981,  which  stood  as  the  previous  profit 
ir  the  company.  In  1982,  sales  were  $423.7  million, 
lately  six  percent  below  the  record  1981  sales  of 
nillion. 

s  lagged  throughout  the  year,"  Ametek's  President 
Noland  said,  "but  it's  becoming  apparent  that 
ached  a  low  point  midway  through  the  fourth  quarter 
and  we  have  seen  a  very  gradual  improvement  in 
ler  rates  since  that  time.  Our  backlog  of  orders 
d  to  $183.4  million  at  year  end  and,  with  stronger 
rter  orders  for  electric  motors  and  certain  capital 
Ametek's  backlog  of  orders  in  early  1983  has 
2d  to  increase,"  Noland  reported. 
Ametek  president  ascribed  the  growth  in  the  com- 
1982  earnings — while  sales  declined — to  results  of 
utting  program  begun  in  late  1981  and  the  effect  of 
d  productivity  resulting  from  more  than  $88  million 
plant  and  equipment  installed  since  1978.  Noland 
that  charges  against  fourth  quarter  earnings  to 
for  several  plant  moves  and  consolidations  were 
tan  counterbalanced  by  higher  investment  income 
ower  effective  tax  rate. 


1982 
$92,742,000 
$  5.788.000 
share  $.53 
share  $30 


1981 
H04.084.000 
$  5.414.000 
$50 
$30 


$423,651,000 
$  27.264.000 
$2.50 
$1.20 


Twelve  Months 
1982  1981 
$448,086,000 
$  26,448,000 
$2  44 
$1.05 


ires 


mg 


10.949,030 


10.913,600  10,858,839 


more  information  or  a  copy  of  the  Annual  Report: 
itact:  Darrah  E.  Ribble,  Ametek,  Inc.,  Station  Square 
aoli,  PA  19301.  Phone:  (215)  647-2121.) 


INiTEO  STATES  SHOE  CORPORATION  N 

CINNATI,  OH.,  January  27,  1983— The  United  States 
:orporation  has  announced  that  its  Board  of  Directors 
1 3d  the  quarterly  dividend  of  $0.34  per  share,  payable 
: ,  1983,  to  shareholders  of  record  on  March  24,  1983. 
!  Board  of  Directors  also  declared  a  2-for-l  stock  split 
form  of  100  percent  common  share  dividend,  subject 
roval  by  shareholders  of  an  increase  in  the  authorized 
Dn  shares  of  the  corporation  from  15  million,  no  par 
common  shares,  to  30  million  shares.  U  S  Shoe 
tly  has  approximately  11  million  common  shares 
I  and  outstanding. 

I  increased  authorized  shares  will  be  submitted  to 
nolders  at  the  annual  meeting  to  be  held  in  Cincinnati, 
<  n  May  26, 1983.  The  record  date  for  the  stock  dividend 
ie  May  26,  1983,  and  the  payment  will  be  June  17, 

;  Board  of  Directors  also  announced  that  upon  approv- 


al  of  the  increased  shares  it  plans  to  declare  a  $0.19  per 
share  quarterly  dividend  on  the  split  shares,  payable  July 
15,  1983,  to  shareholders  of  record  on  June  30,  1983.  This 
would  be  the  equivalent  of  $1.52  per  share  on  the  pre-split 
shares,  up  from  the  current  annual  rate  of  $1.36  per  share. 

Philip  G.  Barach,  Chairman  and  Chief  Executive  Officer  of 
U.S.  Shoe,  said  that  the  increase  in  authorized  shares  and 
the  stock  splits  are  intended  to  enable  U.S.  Shoe  shares  to 
trade  in  a  price  range  more  attractive  to  individual  investors 
and  for  other  corporate  purposes. 

(Contact:  Thomas  H.  Voss,  Senior  Vice  President-Finance 
&  Administration,  The  United  States  Shoe  Corporation,  One 
Eastwood  Drive,  Cincinnati,  OH  45227.  Phone:  (513)  527- 
7471.) 


TELEFLEX  INCORPORATED  A 
TELEFLEX  1982  REVENUES  AND  EARNINGS 
CONTINUE  RECORD  PERFORMANCE 

LIMERICK,  PA.,  February  8,  1983— Teleflex  Incorporated 
today  announced  1982  revenues  of  $112,204,300— up  8 
percent  from  the  1981  level  of  $103,770,400.  Net  income 
increased  54  percent  from  $7,106,300  in  1981  to 
$10,954,100  in  1982,  including  a  $2,914,000  gain  from  the 
sale  of  an  investment.  Earnings  per  share  increased  to 
$2.33  compared  with  $1.52  for  1981.  Included  in  1982 
results  is  $.62  per  share  from  the  sale  of  an  investment. 

Commenting  on  the  results,  Chairman  Lennox  K.  Black 
said,  "It  is  encouraging  in  this  difficult  economic  period 
that  the  strength  of  our  Technical  Products  and  Services 
markets  more  than  offsets  the  weakness  in  our  commercial 
markets.  Additionally,  these  results  demonstrate  the  sound- 
ness of  our  strategic  plan  of  investing  in  specialized 
technology  markets." 

TELEFLEX  INCORPORATED 
COMPARATIVE  SUMMARY  OF  REVENUES  AND  EARNINGS 

Year  Ended 
December  26,  1982       December  27,  1981 
Revenues  $     112,204,300  $103,770,400 

Net  income  $  10,954,100(A)  $  7,106,300 

Earnings  per  share  $  2.33(A)  $  1.52 

Shares  outstanding  4,671,817  4,643,892 

Three  months  ended 
December  26,  1982       December  27,  1981 

Revenues  $      28,668,300  $  27,589.400 

Net  income  $    4.884.100(A)  $  1,903.300 

Earnings  per  share  $  1.04(A)  $  41 

(A)  Includes  gam  on  sale  of  investment  ol  $2,914,000.  net  ot  expenses  and 
taxes,  or  $.62  per  share. 

(Contact:  Seaborn  C.  Langley,  Director  of  Corporate  Com- 
munications or  John  H.  Remer,  Senior  Vice  President, 
Teleflex  Incorporated,  155  S.  Limerick  Road,  Limerick,  PA. 
19468.  Phone:  (215)  948-5100.) 


UNITED  TELECOMMUNICATIONS,  INC.  N 

KANSAS  CITY,  MO.,  Feb.  3. — United  Telecommunications, 
Inc.  earnings  per  share  from  continuing  operations  were 
$2.49  in  1982,  compared  to  $2.48  in  1981,  Chairman  Paul 
H.  Henson  reported  today. 

Earnings  per  share  for  the  year  were  $2.49.  compared  to 
$3.23  in  1981  when  the  company  recorded  a  gain  of  75 
cents  per  share  on  the  sale  of  Calma  Company.  Prior  year 
results  have  been  restated  for  the  January  1982  acquisition 
of  Insurance  Systems  of  America. 

Henson  said  the  recession,  start-up  cost  in  developing 
new  businesses  and  a  6  percent  increase  in  common  shares 
outstanding  contributed  to  the  nominal  earnings  gain. 


Following  a  17  percent  increase  in  1981,  United  Telecoms 
total  revenues  and  sales  were  up  6  percent  to  $2.4  billion  in 
1982 

Income  from  continuing  operations  increased  5  percent 
to  $202  million  during  the  year. 

UNITED  TELECOMMUNICATIONS,  INC. 

(Consolidated) 

3  Mos.  Ended  Dec.  31    12  Mos  Ended  Dec.  31 
1982        1981(a)         1982  1981(a) 

Revenues  and  Sales 
United  Telephone 

System  $477,334  $431,988  $1,833,624  $1,639,967 
United  Communications 

Systems  99,149  123  238  430.155  486.115 
United  Telecom  Computer 

Group  34,990  32.858  1  48,687  160,255 
United  Telecom 

Communications  6,297           4.655        22,599  16.991 

Inter-Company  Sales  (3,879)  (4,277)  (15,896)  (16.061) 
Total  revenues  and 

sales  $613,891  5593.462  $2,419,169  $2,287,267 
Income  from  continuing 

operations  $  50,758       $41418   $  201,563    $  191.796 

Discontinued  operations  ...                              ...  55,929 

Net  income  $  50,758  $41418  $  201,563  $  247,725 
Preferred  stock 

dividends  1,193  1,306  4,897  5,440 
Earnings  applicable  to 

common  stock  $  49,565       $40  112   $  196,666    $  242.285 
Earnings  per  common  share 
from  continuing  operations 

Assuming  no  dilution  0.61            0  51           2.49            2  48 

Assuming  lull  dilution  0.60            0  50           2.43            2  40 

Earnings  per  common  share 

Assuming  no  dilution  0.61            0  51           2.49            3  23 

Assuming  full  dilution  0.60  0  50  2.43  3  11 
Aveiage  number  ot 

common  shares  81.261          77,971        79,111  75,009 
(a)  Restated  to  include  company  merged  on  a  pooling  ot  interests  basis, 

(Contact:  Don  Forsythe,  United  Telecommunications,  Inc., 
P.O.  Box  11315,  Plaza  Station,  Kansas  City,  MO  64112. 
Phone:  (913)  676-3343.) 


WORLDWIDE  VENTURES  CORP.  0 

ORANGE,  N.J.,  February  8,  1983— Larry  Formato,  Presi- 
dent of  Worldwide  Ventures  Corp.  an  over-the-counter  com- 
pany, proudly  announces  the  signing  of  a  contract  with  Jilly 
Rizzo  and  Anthony  DelVecchio  to  joint  venture  a  multi- 
million  dollar  resort  complex  located  in  the  Pocono  Moun- 
tains of  Pennsylvania. 

The  resort  will  feature  a  multi-purpose  sports  arena  and 
All  Star  Hall  of  Fame.  The  plans  for  this  complex  include  a 
300  unit  hotel,  luxury  condominiums,  sports  arena,  three 
restaurants,  health  club,  night  club,  indoor  and  outdoor  pool 
facilities,  tennis  courts,  riding  stables  and  other  recreation- 
al facilities. 

Financing  is  contemplated  through  conventional  means 
and  a  proposed  public  offering. 

Mr.  Formato  also  announced  that  the  new  resort  hotel  will 
feature,  in  every  room,  Worldwide's  Safe-T-Scape  emergency 
descent  device  that  has  successfully  been  demonstrated 
from  the  11th  floor  of  the  Stapleton  Plaza  Hotel  in  Denver 
and  the  14th  floor  of  the  Sahara  Hotel  Las  Vegas,  Nevada 
last  week. 

Worldwide  Ventures  Corp.  is  planning  future  demonstra- 
tions of  the  unique  lifesaving  Safe-T-Scape  in  Canada  and 
Europe. 

The  management  is  continually  and  actively  seeking  new 
acquisitions  and  negotiations  are  currently  being  conducted 
on  other  projects. 

Contact:  President,  Worldwide  Ventures  Corp.,  350  Main 
St.,  Orange,  N.J.  07050.  Phone:  (201)  672-2535  or  Will 
Noyes,  Financial  Development  Associates,  Inc.  Phone:  (303) 
424-7783. 


(For  information  on  advertis'ng  in  Corporate  Report  Updates,  call  Sarah  Madison  (212)  620-2371) 
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If  you  are  betting  on  deflation,  you  wan 
the  longest-term  bonds  with  the  best  cal 
protection  you  can  find. 

ON  THE  WATERSHED 


By  Ashby  Bladen 


Both  the  American  and  the  world 
economies  are  now  balanced  precar- 
iously on  the  watershed  that  sepa- 
rates deflation  from  runaway  infla- 
tion. On  which  side  they  will  ulti- 
mately come  down  is  a  political 
question  whose  answer  is  far  from 
clear.  In  the  last  issue  of  Forbes  I 
mentioned  the  many  letters  I  have 
received  recently  expressing  a  grow- 
ing fear  of  hyperinflation  and  asking 
what  to  do  about  it.  I  answered  that 
the  way  to  cope  with  hyperinflation 
is  to  borrow  to  the  hilt  and  buy  real 
things,  but  I  also  warned  that  if 
things  go  the  other  way,  the  ending 
of  inflation  is  tough  on  venture- 
some borrowers. 

About  the  time  that  issue  reached 
subscribers,  the  wholesale  price  in- 
dex posted  a  1%  decline,  and  now  I 
suppose  I  can  expect  a  flood  of  let- 
ters asking  how  to  cope  with  defla- 
tion. The  securities  markets  have 
also  been  reacting  violently  to  each 
tidbit  of  news,  reflecting  a  total  con- 
fusion about  the  basic  trend.  If  you 
are  confused  too,  relax.  It  shows 
that  you  understand  the  situation. 

I  cannot  tell  you  for  sure  how 
the  situation  will  ultimately  work 
out,  but  I  can  explain  why  you  are 
right  to  be  confused.  The  basic 
cause  of  inflation  is  simply  an  ex- 


Ashby  Bladen  is  seriior  vice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


cessive  rate  of  debt  formation,  fir 
by  governments  that  borrow  in  c 
der  to  spend  more  than  they  dee 
it  advisable  to  take  from  the  peop 
in  taxes,  and  then  by  people  wl 
try  to  protect  themselves  again 
the  government-induced  inflatk 
by  borrowing  in  order  to  buy  infl 
tion  hedges.  That  worsens  the  i 
flation,  which  goes  on  gettu 
worse  until  the  burden  of  person 
and  business  debts  becomes  t< 
heavy  to  be  supported  by  the  infl 
tion-hedgers'  incomes.  That 
when  it  becomes  a  crisis. 

What  happens  next  depen 
mainly  on  the  political  reactio 
The  government  may  decide 
use  its  own  credit  freely  to  hi 
out  the  overextended,  thus  cau 
ing  everybody  to  conclude  th 
borrowing  to  buy  inflation  hedg 
is  a  matter  of  heads  I  win,  tai 
the  taxpayer  loses.  If  the  gover 
ment  takes  this  course,  then  tl 
borrowing  and  spending  speed  u 
and  sooner  or  later  hypennflatic 
sets  in.  On  the  other  hand,  if  tl 
government  does  not  bail  ever 
body  out,  then  the  forced  sellh 
of  real  things  by  overextendi 
debtors  pushes  prices  down,  ai 
the  losses  and  bankruptcies  sea 
people  back  into  prudence  with  r 
spect  to  borrowing  and  spendin 
If  the  government  will  not  redu 
its  own  borrowing  and  spendin 
as  ours  will  not,  then  the  on 
way  to  stop  inflation  is  by  forcii 
the  people  to  stop  theirs. 

The  forces  that  make  prices  in  tl 
world  marketplace  have  now  turn< 
severely  deflationary.  The  wealtl 
industrial  countries  have  to  deci< 
whether  they  want  to  bail  out  tl 
commodity  producers  at  a  tin 
when  a  lot  of  their  own  people  a 
unemployed  or  overindebted.  To  c 
so  would  be  to  risk  worsening  wor 
inflation  by  persuading  debtor  n 
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The  T.Rowe  Price  IRA. 
You  start  out  with  freedom  of  choice 
and  always  have  freedom  to  change. 

Invest  your  Individual  Retirement  Account  with  T.  Rowe  Price  Mutual  Funds, 
and  you'll  get  more  than  a  competitive  return  on  your  money.  You'll  get  freedom 
of  choice.  You're  free  to  choose  from  eight  no-load  funds,  each  pursuing  a 
different  investment  objective. 

You  also  have  the  freedom    I  —  —  —  —  -i 

j   The  T.Rowe  Price  IRA. 


to  switch  from  fund  to 
fund  when  changes  in  the 
markets  or  your  needs 
suggest  a  change  in  invest- 
ment strategy.  All  it  takes  is 
a  toll-free  telephone  call. 
For  a  free  IRA 
information  kit,  call: 

1-800-638-5660. 

In  Marvland, 
1-800-49^-1976. 
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|  tions  that  they  will  always  be  bailed 
out.  It  is  a  tough  decision  because 
j  for  some  people  in  the  poorest  coun- 
tries the  alternative  to  bailout  is 
starvation. 

The  oil-producing  countries,  too, 
are  in  a  bind  because  they  borrowed 
heavily  on  the  expectation  that  the 
i  i price  of  oil  would  go  up  endlessly. 
I  'Now  that  demand  is  dropping,  they 
are  forced  to  sell  their  oil  for  what- 
ever it  will  bring  in  order  to  service 
their  debts.  The  falling  world  price 
of  oil  is  the  main  reason  the  Ameri- 
can wholesale  price  index  went 
down  last  month. 

i  In  the  U.S.  the  question  of  wheth- 
er deflation  is  politically  tolerable 
I'probably  cannot  be  answered  for 
certain  before  the  1984  elections. 
The  politicians  will  continue  to 
'  iiook  in  vain  for  easy  answers,  and 
they  will  get  sidetracked  by  minor 
-  issues,  such  as  whether  to  make 
scapegoats  out  of  the  bankers  who 
assumed  that  nothing  would  go 
i  i  wrong.  My  hunch  is  that,  in  the  end, 
iaoth  overextended  countries  and 
domestic  borrowers  will  get  some 
li  irelief,  but  not  enough  to  prevent  the 
]  iDresent  crisis  from  doing  its  salu- 
jtary  job  of  breaking  the  inflation. 
,  However,  I  am  honestly  not  sure 
iivhether  this  is  a  balanced  evalua- 
tion or  an  expression  of  my  native 
optimism. 

i   Bond  yields  still  reflect  a  consid- 
erable inflation  premium,  and,  if 
v  'the  basic  trend  has  turned  defla- 
tionary, then  real  interest  rates  are 
:  3utlandishly  high  and  some  bonds 
!  ire  screaming  buys.  Which  ones? 

Deflation  means  bankruptcy  for 
.  some  poorly  financed  companies 
.  ind  default  for  some  poorly  secured 
Donds.  It  also  means  that  the  most 
creditworthy  borrowers  will  refi- 
nance their  highest  coupon  bonds 
is  soon  as  they  have  the  legal  right 
:o  do  so.  If  you  are  betting  on 
deflation,  you  want  the  longest- 
r.erm  bonds  with  the  best  call  pro- 
jection you  can  find.  And  if  you  are 
more  interested  in  capital  gains 
:han  maximum  income,  you  also 
want  the  lowest-coupon  and  low- 
est-priced bonds  you  can  find  be- 
muse they  will  appreciate  the  most 
before  they  hit  the  ceiling  that  is 
mposed  by  the  fact  that  sooner  or 
:  ater  they  will  be  paid  off.  But  re- 
nember,  just  as  deflation  is  tough 
or  borrowers,  serious  inflation  is 
murder  for  bondholders.  ■ 
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TEACHING  KIDS 

BUSINESS  IS 
OUR  BUSINESS. 


Junior  Achievement  offers  business 
people  a  rare  opportunity.  A  chance 
to  share  their  knowledge  with  the 
next  generation  of  business  people. 

In  our  JA  evening  program  you'll 
meet  once  a  week  with  high  school 
students  to  help  them  set  up  and  run 
their  own  companies.  Or,  in  our 
daytime  program,  Project  Business, 
you'll  go  into  classrooms  once  a 
week  to  teach  8th  or  9th  graders 
about  the  business  world. 

To  find  out  more  about  Junior 
Achievement  contact  our  local  office 
listed  in  your  white  pages  or  write 
Junior  Achievement  Inc.,  National 
Headquarters,  550  Summer  St., 
Stamford,  Conn.  06901. 

Like  over  30,000  other  men  and 
women  you'll  discover  a  special 
sense  of  achievement  when  you  join 
Junior  Achievement. 

A  little  pride  will  'jJR 
go  a  long,  long  way.  «lr  ■ 


Invest  for 
Income  & 
Growth. 

▲  No  sales  charge  when  you  open  or 
add  to  your  account. 

A  Nowithdrawalfeewhenyou remove 
money  from  your  account. 

▲  Free  telephone  exchange  privileges 
within  the  Financial  Group. 

▲  Tax  sheltered  retirement  plans 
available. 

1^800^525^8085     Con  nen  a  u 

▲  779-1233  collect  in  Colorado 

FINANCIAL  INDUSTRIAL 
INCOME  FUND,  INC. 

P.O.  Box  2040.  Denver.  CO  80201 

Send  me  a  free  prospectus  with  more  complete  information 
on  this  no  load  fund,  including  management  fee  charges  and 
expenses.  I  will  read  it  carefully  before  I  send  money  or  invest. 


Name 
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At  times,  great  fortunes  have  been  made 
in  real  estate.  Such  a  time  may  be  near. 

KNOWLEDGE  + 
UNCERTAINTY = 
WEALTH 


By  Stephen  E.  Roulac 


Of  the  Forbes  400  wealthy  Ameri- 
cans (Sept.  13,  1982),  63  made  their 
fortunes  primarily  in  real  estate. 
Many  more  employed  real  estate  to 
pyramid  and  then  preserve  wealth 
made  elsewhere. 

But  in  1983  vacancies  are  up, 
rents  down  and  the  prospect  of  an 
inflation  boost  to  stimulate  real  es- 
tate returns  seems  remote.  Can  you 
still  make  a  fortune  in  real  estate? 

When  I  posed  this  question  to  a 
shrewd  entrepreneur,  who  over  the 
years  has  built,  bought,  managed 
and  sold  enough  real  estate  to  cover 
a  good-size  city,  he  replied:  "There's 
a  time  to  buy,  a  time  to  sell,  a  time 
to  build  and  a  time  to  hold.  Today's 
a  time  to  buy." 

To  understand  why  now  is  a  time 
to  buy,  you  have  to  know  how  to 
make  money  in  real  estate  investing: 

•  Look  for  opportunities  to  up- 
grade cash  flow— by  raising  both 
rents  and  occupancy  rates. 

•  Purchase  for  a  high  capitaliza- 
tion rate  and  sell  for  a  low  capital- 
ization rate.  A  cap  rate  is  the  real 
estate  market's  equivalent  of  the 
P/E  ratio:  $1,000  of  income  capital- 
ized at  10%  is  worth  $10,000.  The 
same  income  is  worth  $12,500  if 
capitalized  at  8%. 


Stephen  /■:  Roulac  is  chairman  of  National 
Management  Adi  isory  Sert  ices,  a  clii  ision  of 
Kenneth  Leventhal  &  Co.,  a  national  CPA 
firm  specializing  in  real  estate  and  financial 

sen  'ices. 


•  Use  mortgage  financing  to  lev- 
erage the  size  of  your  holdings. 

•  Shelter  income  through  depre- 
ciation and  tax  credits. 

All  these  factors  suggest  that 
conditions  arc  favorable  to  real  es- 
tate investments  bought  today. 
Here's  why: 

Earnings  and  multipliers:  Ideally, 
one  starts  with  low  rental  rates,  low 
occupancy  and  relatively  low  build- 
ing costs  and  concludes  at  the  other 
end  of  the  cycle.  This  classic  pat- 
tern, in  fact,  prevailed  over  the  last 
half-dozen  years,  starting  with  the 
mid-1970s  real  estate  depression 
and  culminating  in  the  1980  real 
estate  boom.  Since  the  1974-75 
Manhattan  office  market  depres- 
sion, rents  for  quality  property 
moved  from  the  $15  per-square-foot 
range  to  the  $50  range.  Now  they 
have  softened. 

Now,  consider  this:  If  rents  rise 
$30  per  foot  and  if  two-thirds  of  this 
gain  is  taken  down  to  the  bottom 
line,  an  extraordinary  increase  in 
value  results.  Suppose  the  cap  rate 
on  the  building  is  8%  (equivalent  to 
a  P/E  of  12.5)  and  suppose  the  build- 
ing contains  1  million  square  feet. 
In  such  a  case  the  increase  in  rents 
results  in  an  increase  in  the  build- 
ing's value  of  $250  million.  No 
wonder  so  many  fortunes  have  been 
made  in  real  estate! 

Today,  space  rates  are  dropping, 
vacancies  are  increasing,  capitaliza- 
tion rates  are  more  conservative  and 
construction  costs  are  lower  than  in 
the  recent  past.  Office  rents  have 
dropped  10%  to  25%  in  the  last 
year,  while  national  vacancy  rates 
exceed  10%,  up  from  5%  a  year  ago. 
Capitalization  rates — in  the  7%  to 
9%  range  two  years  ago — were  re- 
cently 10%  to  12%.  Classic  signs 
that  the  cycle  is  bottoming. 

Most  major  markets  are  by  no 
means  in  the  disarray  that  prevailed 
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in  the  mid-1970s  real  estate  deprc 
sion.  Nevertheless,  the  opportur 
ties  for  major  plays  in  selected  sit 
ations  are  today  greater  than  at  ai 
time  since  then. 
Leverage  Institutional  lenders 

1981  and  for  the  first  two-thirds 

1982  made    funds  available 
"bullet"  loans  with  five-year  tcrr 
as  a  maximum.   Now,  howev< 
longer  terms,  in  the  12-to-15-ye 
range,  are  available. 

In  a  subdued  investment  mark< 
sellers  of  income  property  are  mo 
and  more  mimicking  the  "creati 
financing"  terms  of  resident! 
house  sales.  The  seller  accepts  mo 
debt,  at  a  lower  interest  rate,  ai 
waits  longer  to  get  paid  off. 

Tax  shelter:  Tax  sheltering  oppc 
tunnies  via  real  estate  are  today  f 
better  than  they  have  been  ov 
most  of  the  last  decade.  The  T 
Reform  Act  of  1976  did  elimina 
certain  favorable  tax  provisions 
earlier  years,  but  in  spite  of  that,  tl 
current  tax  climate  is  favorable 
capital  formation  generally  and  re 
estate  specifically. 

As  a  consequence  of  the  Econor 
ic  Recovery  &  Tax  Act  of  1981,  tl 
cost  of  acquiring  properties  can 
amortized  over  a  15-year  term  (\ 
20  to  30  years  or  more  prior 
1981),  favorable  investment  t 
credits  are  available  for  certain  i 
habilitation  expenditures  and  tl 
20%  capital  gains  tax  rates  are  tl 
lowest  they  have  been  in  decade 
Although  minimum  tax  rules  ha 
largely  foreclosed  the  opportum 
to  avoid  taxes  entirely,  the  opport 
nity  to  defer  taxes  remains. 

Barring  major  shocks  to  the  ec 
nomic  system,  the  stage  is  set  f 
opportunity.  Look  especially  for  tl 
turnaround  situation,  where  a  di 
tressed  seller  and/or  financial  ins 
tution  will  make  a  property  ava 
able  on  favorable  financing  terms 

My  advice  to  corporate  treasure] 
Now's  a  good  time  to  shift  more 
your  pension  assets  into  real  estat 
Corporate  executives  with  respon: 
bihty  for  space  decisions  shou 
consider  locking  in  favorable  rat 
and  selectively  creating  investme 
positions  in  real  estate. 

The  best  means  for  individual  i 
vestors  to  participate  in  the  loor 
ing  opportunities  is  through  pai 
nerships  and  real  estate  investme 
trusts  whose  managements  are 
tune  with  today's  markets.  ■ 
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In  today's  nervous  stock  market  should  you. . . 

uy?  Sell?  Do  Nothing? 

More  specifically,  what  should  you  do  NOW  about 
these  (or  1700  other)  fast-changing  stocks? 


MAX  INC.  INT'L  BUSINESS  MACH. 

ITLANTIC  RICHFIELD  INTEL  CORP. 

ANKAMERICA  CORP.  JOHNSON  &  JOHNSON 

EKALB  AgRESEARCH  MERRILL  LYNCH  &  CO. 

NSERCH  CORP.  MOBIL  OIL 
EN'L  ELECTRIC 
ULF  OIL 


PHILLIPS  PETROLEUM 
RCA  CORP. 
SEARS,  ROEBUCK 
SONY  CORP. 
SYNTEX 

OCCIDENTAL  PETROLEUM  TANDY  CORP. 
PEPSICO,  INC.  WARNER  COMMUNICATIONS 


l}'ve  picked  the  21  stocks  above  for 
ijstration — from  more  than  1700  regularly 
i  i/ered  by  The  Value  Line  Investment 
Ijrvey— because  each  has  recently  been 
r  the  "most  active"  list  and  may  therefore 
I  of  special  interest. 

lie  stock  market,  and  the  investment 
uues  therein,  are  now  going  through  a 
ipisat  deal  of  rapid  change.  This  is  no  time  to 
l  on  your  hands.  It  is  urgent,  we  think,  that 
tij  check  without  delay  every  stock  that  in- 
vests or  concerns  you  to  see  if  it  currently 
lers  the  investment  credentials  most  im- 
|irtant  to  you.  To  illustrate,  let's  look  at  the 
ipcks  listed  above: 

ERFORMANCE:  Every  one  of  these 
i  >cks— at  one  time  or  another— has  offered 
|if  prospect  of  superior  relative  price  per- 
il mance.  Right  now,  however,  Value  Line 
Dings  suggest  that  7  of  these  stocks  should 
I;  avoided  for  the  time  being.  On  the  other 
l/nd.we  estimate  that  8  of  the  stocks  above 
i|l  clearly  outperform  most  other  stocks  in 
If!  next  12  months. 

AFETY:  9  of  the  stocks  listed  carry 
i  oerior  Value  Line  ratings  for  Safety, 
i  .'aning  they  have  typically  demonstrated 
n;ater  price  stability  than  the  majority  of 
:|>cks.  The  other  stocks  on  the  list  rate  only 

;3rage  on  this  score. 

ELD:  The  dividend  yields  of  these 
.icks  estimated  by  Value  Line  for  the  12 
!  mths  ahead  range  all  the  way  from  Nil  to 
.  2%.  Thirteen  of  the  stocks  offer  yields 
I  ow  6.0%.  Only  5  stocks  provide  yields  of 

or  higher. 

'PRECIATION:  Value  Lines  es- 
lates  of  Appreciation  Potential  in  the  next 

0  5  years  for  these  stocks  range  all  the 
iy  from  15%  up  to  nearly  225%.  Five 
icks  offer  long-term  potentials  of  150%  or 
iher. 

te  data  above  come  from  the  Issue  of 
l  24/82  The  Value  Line  Survey.  For  actual 
estment  decisions,  be  sure  to  see  the 
ssr  weekly  Value  Line  edition.) 

HERE  ELSE  CAN  YOU  GET  ALL 

HIS? 

lue  Line  gives  you  the  key  ratings  outlined 
ove,  updated  every  week,  for  EACH  of 

i00  stocks— so  you  can  make  coherent 
mparisons  of  any  stock  against  any 
lers  with  respect  to  the  investment  at- 

outes  you  care  about.  In  addition,  Value 

lie  regularly  presents  comprehensive  full- 
ge  Research  Reports,  with  15-year  vital 

litistics,  for  each  of  1700  stocks.  We  apply 

1  same  quality  and  comprehensiveness  of 
search  and  evaluation  not  only  to  virtually 
3ry  "big  name"  stock  (like  the  ones  listed 
ove)  but  also  to  more  than  a  thousand 
sser"  stocks— which  make  up  a  signifi- 
:nt  part  of  a  great  many  portfolios.  We 
ilize  that  when  YOUR  money  is  involved, 


an  investment  in  U.S.  FILTER  can  be  just  as 
important  as  the  same  amount  in  U.S. 
STEEL.  If  you  want  to  re-assess  your  stock 
portfolio  with  an  eye  to  greater  rewards 
and/or  lower  risks  in  today's  unusual 
market.  ...  if  you  want  to  make  rational 
decisions  about  what  stocks  to  hold,  sell,  or 
buy  now.  ...  we  believe  that  no  other  source 
even  comes  close  to  providing  the  help  that 
Value  Line  systematically  gives  you. 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  new  Summary  & 
Index  presents  up-to-date  ratings  of  EACH 
of  1700  stocks  relative  to  all  the  others,  as 
follows.  .  .  . 

a)  Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— ranging  from  1 
(Highest)  down  to  5  (Lowest).  We  urgen- 
tly suggest  you  sfay  away  from  the  400 
stocks  now  ranked  4  or  5. 

b)  Rank  for  investment  Safety  (from  1  down 
to  5).  If  Safety  is  important  to  you,  we 
suggest  you  concentrate  on  stocks 
ranked  1  or  2  in  this  respect. 

c)  Estimated  Yield  in  the  Next  12  Months. 
Every  week  we  also  present  a  "screen"  of 
the  100  stocks  with  the  highest  yields, 
which  ranged  from    10.4%  to  13.4% 
(Value  Line  12/24/82). 

d)  Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years — showing  the  percen- 
tage change  from  the  recent  price.  Every 
week  we  also  present  a  "screen"  of  the 
100  stocks  with  the  highest  potentials, 
which  ranged  from  170%  to  405%.  (Value 
Line  12/24/82). 

e)  P/E  Ratio  and  current  price,  plus  es- 
timated annual  earnings  and  dividends 
in  the  current  12  months.  Also  latest 
quarterly  results  vs.  year  ago. 


PLUS  FULL-PAGE  REPORTS 

In  addition  to  the  weekly  coverage  above, 
each  of  the  1700  stocks  is  the  subject  of  a 
comprehensive  new  full-page  Research 
Report  at  least  once  every  three  months — 
including  22  series  of  vital  financial  and 
operating  statistics  going  back  15  years  and 
estimated  3  to  5  years  ahead.  About  130 
new  full-page  Reports  like  this  are  issued 
each  week.  .  .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line 
Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  10  weeks  for 
only  $37— about  HALF  the  regular  rate— if 
no  one  in  your  household  has  subscribed  in 
the  past  two  years.  And  you  get  these  two 
bonuses: 


BONUS  #1  — 

Value  Line's  2000- 
page  Investors  Refer- 
ence Service  includ- 
ing our  latest  full-page 
Reports  on  each  of 
1700  stocks— fully  in- 
dexed and  looseleaf- 
bound  for  easy  refer- 
ence, and  systematic- 
ally updated  by  new 
full-page  Reports  in 
the  weeks  ahead. 


Hi  J& 


A  Subscriber's  Guide 
by 

Arnold  Bernhard 
Research  Chairman 


BONUS  #2— 

A  Subscriber's  Guide, 
the  72-page  "classic" 
by  Arnold  Bernhard, 
Value  Line's  founder 
and  research  chief, 
revealing  methods  of 
stock  evaluation  that 
took  decades  to  refine. 
You  KEEP  this  book 
even  if  you  return  the 
other  material  for  your 
money  back. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American 
Express  or  Visa,  phone  1-800-331-1750 
(operator  13)  24  hrs.  7  days  a  week. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avenue,  •  New  York,  N.Y.  10017 

Department  216L14 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $37  to 
The  Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me  the  two 
bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for 
$365  and  send  me  the  two  bonuses  listed  above. 
There  are  no  restrictions  with  this  annual 
subscription. 

SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT  |— — ~-y\ 
CARD  LCD  CALCULA-  Wj  1  .... 
TOR  given  to  you  when  [,..„.  J 22 IS 2 
you     order    The    Value  | 


□  My  payment  is  enclosed.  □  Please  charge  to: 

□  American  Exp.  □  Master  Card  □  Visa 

Expiration  Date  

Account  #  

(N.Y.  residents  add  sales  tax.) 


Signature 


Name 


Address 


Apt.  No. 


Line  Investment  Survey  for  one  year. 

This  subscription  is  tax-deductible  and  non- 
assignable Allow  4  to  6  weeks  for  delivery. 


City 


State 


Zip 


Commodities 
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Selling  options  spreads  is  a  trading  meth- 
od that  allows  one  to  profit  without  fore- 
casting the  markets  direction. 

WASTING  AWAY 
TO  PROFIT 


By  Stanley  W.  Angrist 


In  my  last  column  I  promised  that  I 
would  discuss  some  more  compli- 
cated trades  that  can  be  done  using 
options  on  futures  contracts.  Be- 
cause of  the  large  open  interest  and 
volume  that  have  developed  in  the 
option  on  Treasury-bond  futures 
contracts,  I  will  confine  my  discus- 
sion to  those  options,  but  the  expla- 
nations rendered  here  apply  equally 
well  to  options  on  gold,  sugar  or 
even  stocks. 

In  general,  no  matter  what  one 
trades,  it  is  almost  a  necessity  that  a 
decision  be  made  about  the  future 
direction  of  the  market.  And  that, 
being  unknowable  by  definition,  is 
what  makes  consistently  profitable 
trading  so  difficult.  The  existence  of 
fungible  (interchangeable)  options 
that  can  be  readily  traded  offers 
traders  a  method  of  speculating  that 
does  not  require  an  explicit  hypoth- 
esis about  the  future  direction  of  the 
market.  It  is  for  this  reason  that 
traders  should  add  options  to  their 
bag  of  tricks. 

Options  will  not  only  let  traders 
profit  without  forecasting  market 
direction  but  will  also  let  them  set  a 
risk  level  consistent  with  personal 
preferences.  The  examples  consid- 
ered here  will  demonstrate  that 
ability.  Recently,  the  June  T-bond 
contract  was  selling  for  72-05  (72 

Stanley  U"  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


and  7i?)  with  the  following  June  op- 
tions quoted  in  points  and  64ths 
with  their  dollar  equivalents: 

Bond 

price   Calls  

72  2-06  $2,093.75 

74  1-20  1,312.50 

76  0-46  718.75 

Bond 

price   Puts  

68  0-30  $  468.75 

70  0-61  953.13 

72  1-54  1,843.75 

Suppose  we  believe  that  late  in 
May,  when  these  options  expire,  the 
June  T-bond  futures  contract  will  be 
very  close  to  its  current  price  of  72. 
Under  that  assumption,  we  might 
sell  both  a  June  call  and  put  option, 
each  of  them  having  a  strike  price  of 
72.  If  the  price  indeed  settled  on  the 
last  day  of  trading  at  72,  then  both 
of  these  options  would  expire 
worthless.  That  means  as  sellers  of 
the  options  we  would  get  to  keep 
the  sum  of  their  premiums,  or 
$3,937.50  ($2,093.75  +  $1,843.75), 
less  the  commissions  incurred. 
However,  it  is  naive  to  think  that 
bond  prices  will  just  sit  at  the  strike 
price  so  that  we  can  collect  the  pre- 
miums. The  first  chart  details  our 
potential  profit  or  loss  situation  at 
the  options'  expiration. 

If  we  are  willing  to  accept  a  lower 
profit  potential  in  exchange  for  a 
more  humble  view  about  what  bond 
prices  will  do,  the  options  market 
will  accommodate  us.  Suppose  we 
sell  a  call  with  a  strike  price  of  74 
and  a  put  with  a  strike  price  of  70. 
We  will  now  collect  premiums  to- 
taling $2,265.63.  If  the  June  T-bond 
futures  price  on  the  last  day  of  trad- 
ing is  between  70  and  74,  we  will 
get  to  keep  both  premiums  (less 
commissions)  as  the  options  will 
expire  worthless.  Indeed,  this  trade 
will  have  some  profit  associated 
with  it  if  the  June  futures  price  is 
between  67-47  and  76-17. 


But  we  can  shift  the  scales  towa 
the  profit  side  even  more  if  we  a 
willing  to  accept  a  lower  profit, 
this  case  we  sell  the  68  put  ai 
receive  ,0/«  ($468.75)  and  we  sell  tl 
76  call  and  receive  47m  ($718.75)  f 
a  total  premium  of  $1,187.50. 
June  bond  futures  are  between 
and  76  at  the  options'  expiration,  \ 
keep  both  premiums,  but  we  w 
realize  some  profit  if  the  price 
between  66-52  and  77-12,  for  a  pre 
it  range  of  10  m/m  points. 

The  margin  required  to  do  any 
these  spreads  would  be  the  pren 
um  received  plus  the  margin  on  a 
bond  futures  contract,  which 
right  now  about  $3,000.  Keep 


Profit  polygons 


By  electing  to  sell  options  tha 
are  further  away  from  the  curren 
price  of  the  T-bond  futures 
the  premiums  received  becom 
smaller — but  the  profit  zone  be 
comes  wider.  This  characteristic 
of  the  option  market  allows  trad 
ers  to  balance  their  taste  for  risl 
against  their  profit  objectives. 


SThousands 


High  roller's 
game 


Maximum  profit 
point:  $3,937 


J  I  L 


66    68     70     72  74 
Bond  price 


mind  that  these  analyses  do  not  i 
elude  the  effect  of  adverse  mov 
that  could  take  place  between  nc 
and  the  options'  expiration.  Thei 
fore,  options  sellers  must  be  pi 
pared  to  bail  out  from  their  po: 
tions  at  any  time.  Traders  shou 
set  their  stop-loss  profits  at  th 
price  that  would  generate  the  ma) 
mum  loss  they  are  willing  to  toh 
ate  on  a  single  trade.  ■ 
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In  markets  where  you  can  make 
money  by  the  minute,  talk  to  the  man 
*  who  makes  every  second  count. 


Time.  A  precious  com- 
modity. To  the  modem 
investor  it  seems  there's 
never  enough  of  it.  Fortu- 
nately, there  is  someone 
who  can  help  you  make 
the  most  of  what  you 
have.  Your  Heinold  Com- 
modities Broker. 

He  spends  all  his  time 
buying  and  selling  fu- 
tures. All  his  energy,  all 
his  insight  and  experi- 
ence are  directed  toward 
helping  you  make  money 
in  futures. 

And  his  trades  are  in- 
formed trades,  whatever 


©1982  Heinold 


the  market,  whatever  its 
movement.  Because  he's 
backed  by  a  team  of  econ- 
omists and  research 
analysts  who  evaluate 
information  on  a  global 
scale:  The  Heinold 
Research  Group. 

If  you  want  to  turn 
time  into  money  in  the 
futures  markets,  talk  to 


the  man  who  lives  there. 
Your  Heinold  Broker. 
If  you  want  more  infor- 
mation on  the  opportu- 
nities in  futures,  send  in 
the  coupon  below. 

He's  sure. 
He's  bold. 
Hels  Heinold. 

Chicago  •  New  York  •  London 

145  offices  nationwide. 

Member  of  all  principal  commodity  exchanges. 


Please  send  me  (tie  latest. copy  of  MARKETWATCH 

|  Mail  to:  J.  Barry  Weber 
Heinold  Commodities,  Inc.,  250  South  Wacker  Drive 
Chicago,  Illinois  60606  312.648.8000 


Name- 


Add  ress_ 
City  


.State. 


.Zip_ 


Phone  

□  I  am  a  Heinold  Commodities  Client. 

My  broker  is  


FIS-83 


The  Tax  Scene 


Are  you  ready  for 
the  next  surge  in 
the  stock  market? 

Some  investors  arc  kicking  themselves 
tor  not  putting  their  money  into  stocks 
when  the  market  took  off  last  August. 

is  are  sitting  hack,  still  waiting  for 
the  temporary  pullhack  that  will  take 
place  before  the  highest  stock  market 
surge  of  all  time. 

Both  groups,  meanwhile,  are  not  mak- 
ing any  money.  Waiting  for  the  right 
time  may  mean  waiting  most  of  the 
time. 

Is  there  some  way  of  staying  invested 
all  the  time  so  you  don't  get  Caught  like 
tins,  so  that  you  can  he  part  of  i  rising 
market  and  take  your  full  share  of  gains 

.  and  yet  enjoy  some  measure  of  pro 
tection  if  the  market  turns  down? 
We  suggest  there  is.  What's  more,  it's  a 
way  that  doesn't  put  you  at  the  mercy 
of  the  fads  and  fancies  of  the  institu 

tions. 

The  Special  Situation,  by  its  very  na- 
tuie,  qualities  in  every  respect  as  the 
best  vehicle  tor  the  individual  investor 
willing  to  strike  out  on  an  independent 
path.  The  potential  tor  handsome  gains 
is  certainly  present.  At  the  same  time, 
the  stock  m  question  is  usually  so  un 
dervalued  through  market  neglect  or 
sonic  othei  reason  that  the  investor  is 
protected  against  any  disastrous  drop. 
At  this  stage  of  the  market,  it  makes 
even  more  sense  to  consider  the  Special 
Situations  covered  by  Forbes  Special 
Situation  Survey. 

What  the  Special  Situation  Survey 
offers: 

I.  One  stock  recommendation  per 
month,  fully  researched,  in  a  type 
written  report  of  about  ten  pages 
with  anticipated  performance  and 
time  for  fulfillment  of  investment 
goal  (usually  1  -2  years] 

1  Periodic  review  of  each  stock  recom- 
mendations received  tor  as  long  as 
the  subscription  is  in  effect  Recom- 
mendations on  whether  holdings 
should  he  increased  or  maintained, 

3.  Final  "close  out"  recommendations. 
Stocks  are  held  only  for  the  period 
when  the  run  up  is  expected  to  be 
fastest.  After  that,  other  stocks 
should  offer  better  anticipated  cap 
ital  gains. 

I  Fast  service.  Reports  are  mailed  at 

close  oi  market  on  Friday 
i  Independence  and  Impartiality.  The 

service  is  not  tied  to  a  brokerage 

house,  not  does  it  manage  a  portfolio 

of  its  own 
6.  Association  with  the  research  re 

sources  of  Forbes  Magazine. 

Try  the  Survey  now. 

You  can  have  the  next  five  Special  Situ- 
ation Survey  recommendations  simply 
by  returning  this  advertisement  with 
your  name  and  address  to  the  address 
below.  Enclose  your  check  for  $195  or 
we  can  bill  you  later  if  you  prefer.  Why 
not  do  it  today! 

Forbes  Special  Situation  Survey 

60  Fifth  Avenue,  New  York,  NY  1001 1 

4002 


If  the  politicians  agree  to  aflat  tax,  it  wi 
be  for  more  complicated  reasons  tba 
simplifying  the  system. 

TROJAN  HORSE? 


By  A.  Gary  Shilling 


.  <i  r 


The  flat  tax  is  far  from  dead,  even 
though  President  Reagan  did  not 
propose  such  a  measure  in  his  State 
oi  the  Union  message.  We  have  not 
heard  the  last  ol  this  proposal  that 
would  do  away  with  most  deduc- 
tions and  replace  our  present  gradu- 
ated income  tax  rates  with  a  single, 
flat  percentage  t.ix  applying  to  rich 
and  poor. 

It's  not  the  simplicity  that  will 
appeal  to  the  politicians  but  the  fact 
that  the  flat  tax  can  be  used  as  a 
means  of  raising  taxes,  while  seem- 
ing to  cut  them.  This  tax  system 
certainly  won't  be  pushed  as  a  rev- 
enue-enhancing measure.  We  will 
hear  about  its  other  virtues:  that  it 
represents  genuine  tax  simphlica 
tion  because  almost  no  deductions, 
exemptions  or  other  complicated 
calculations  would  he  needed.  The 
flat  tax  would  also  remove  almost 
all  the  distortions  the  current  sys- 
tem introduces.  Good-bye  tax  shel- 
ters. The  flat  tax  might  boost  volun- 
tary compliance,  reducing  the  size 
of  the  underground  economy.  Final- 
ly, a  lower  tax  rate  would  increase 
investment  incentives.  A  flat  tax  at 
25%  would  allow  an  investor  in  the 
highest  tax  bracket  to  keep  75%,  vs. 
today's  50%  of  the  last  dollar — his 


A.  deny  Shilling,  a  guest  columnist,  is  presi- 
dent  of  A  Gary  Shilling  &  Co.,  Inc.,  a  New 
York'  economic  consulting  firm.  He  is  author 
of Is  Inflation  Ending?  Are  You  Ready?,  i<>  he 
published  by  McGraw-Hill  in  ;\j»  il 


attertax  return  would  double. 

But  let  us  now  turn  from  thd 
to  political  realities.  The  tedc 
government  desperately  needs  r 
cnucs.  A  $200  billion  deficit  for 
current  fiscal  year  seems  almost  i 
avoidable,  and  talk  of  future  $c 
billion  deficits  is  eommonpla 
Cuts  in  social  programs  are  virti 
ly  impossible  and  significant  red 
tions  in  defense  spending  arc- 
likely.  Upper-bracket  tax  inerea 
are  philosophically  unacceptable 
the  President.  The  flat  tax  might 
a  way  out  of  this  dilemma,  a  r 
enue  raiser.  Let's  see  why. 

In  1980,  the  last  year  for  wh 
complete  data  are  available,  indiv 
uals  paid  $256  billion  in  fedt 
taxes.  That  amounts  to  20%  of 
$1.28  trillion  in  taxable  income 
the  income  figure  seems  low,  th; 
because  taxable  income  exelu 
deductible  items  such  as  medi 
expenses,  state  and  local  taxes, 
terest,  contributions  and  ot 
itemized  deductions.  It  also 
eludes  personal  exemptions  or  st 
dard  deductions.  If  we  put  all  th 
deducted  items  back  in,  we  incre 
the  total  tax  base  from  $1.28  trill 
to  $1.61  trillion.  That  puts  $333  1 
lion  more  into  the  tax  base. 

It  we  further  include  as  inco 
employer  contributions  for  medi 
insurance  and  pensions,  interest 
municipal  debt  and  the  capital  ga 
that  are  excluded  from  taxable 
come,  we  end  up  with  $1.83  tnlli 
Finally,  if  we  throw  in  transfer 
income  of  $265  billion,  i.e.,  Sot 
Security,  welfare  and  unempl 
ment  benefits,  we  bring  our  gr 
income  up  to  $2.09  trillion. 

Perhaps  you  are  beginning  to 
the  point.  By  the  broadest  definit 
of  taxable  income,  the  tax  b 
swells  in  round  numbers  from  $ 
trillion  to  $2.1  trillion.  Suppos 
the  federal  government  levied  a  I 
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tax  of  "only"  20% .  Then  federal  rev- 
nues  from  the  personal  income  tax 
would  soar  from  $256  billion  to 
S422  billion.  In  one  stroke,  you  bal- 
ince  the  budget. 

Of  course,  in  the  real  world,  tax 
simplification  wouldn't  be  that 
l^asy.  Congress  would  never  elimi- 
nate all  deductions  or  tax  Social  Se- 
curity income.  Let's  assume,  there- 
:ore,  that  transfer  payments  and 
nome  mortgage  costs  are  sacrosanct 
is  deductions.  These  changes  re- 
duce the  gross  1980  income  base  to 
'$1.77  trillion.  If  a  flat  tax  on  this 
lincome  base  had  been  25%  in  1980, 
i  individual  income  tax  revenues 
would  have  increased  by  almost 
)S190  billion — again  enough  to  close 
the  deficit  gap. 

J  Since  the  average  tax  rate  rises  by 
10.5%,  some  people  would  be  pay- 
ing higher  taxes.  Who?  With  a  25% 
flat  tax  rate,  everyone  up  to  the 
$100,000  gross  income  level  would 
have  paid  more  tax,  and  only  those 
itaxpayers  above  $100,000— about 
jjl% — would  have  paid  less.  Since 
current  tax  rates  rise  rapidly  with 
income  level,  the  tax  rate  increase 
would  be  greatest  at  the  lowest  in- 
come levels. 

On  the  plus  side,  this  distribution 
pf  tax  increases  would  benefit  per- 
sonal savings.  Households  with 
pver  $50,000  gross  income  save 
isbout  one-third  of  their  aftertax  net, 
iwhile  those  under  $10,000  typically 
ispend  about  $1.40  for  each  buck  of 
irakc-home  pay.  But  the  squawks 
iwould  be  loud  and  intense  from 
most  of  the  population. 

The  impact  of  the  flat  tax  on 
poorer  citizens  could  be  alleviated 
by  providing  healthy  exemptions. 
For  simplification  let's  assume  that 
everybody  up  to  the  $10,000  income 
level  was  dropped  from  the  tax  rolls. 
This  would  eliminate  26%  of  the 
[taxpayers.  If  we  dropped  everyone 
with  $15,000  and  under  in  gross  in- 
come, we  would  eliminate  45%  of 
the  taxpayers — almost  half. 

Even  with  nearly  half  the  people 
i exempted  from  income  taxes,  a 
125%  flat  tax  would  raise  an  addi- 
tional $89  billion — not  enough  to 
close  the  budget  deficit,  but  enough 
to  put  a  mighty  dent  in  it.  This  is 
iplaying  with  numbers — but  it 
makes  an  important  point:  If  you 
can  raise  taxes  by  seeming  to  cut 
them,  you  have  a  proposal  with  sol- 
id political  appeal.  ■ 


Vdiue  Line  Options,  limited  risk  investment  ||| 

products  listed  by  the  Kansas  City  Board  ||| 

of  Trade  and  traded  on  the  iioor  of  the  C  hi  ||| 

cago  Bo«ird  of  Trade,  afford  astute  investors  ||| 
and  professional  traders  unequalled  oppor- 

mmm  »""'"--< 

III    Options  on  Value  line  futures  represent  III 

the  latest  development  in  the  dynamic  new  HI 

market  of  stock  index  futures.  Because  the  ||| 

Value  Line  Stock  Index  is  unweighted  and  ||| 

comprised  of  nearly  1700  blue  chip  and  |fj| 

second-tier  sloiks,  it  is  the  most  sensitive  to  m 

overall  stock  market  movement— it  leads  ■ 

the  market.  For  this  reason  Value  Line  j 

futures  and  Value  Line  Options  w;ive  traders  55! 

opportunities  not  found  with  similar  stock  J 
index  products. 

Through  Value  Line  Options,  investors  may  gg|| 

|    purr,  hase  the  right  bul  not  the  obligation  to  m 

I    take  delivery  of  long  or  short  positions  in  ■ 

I    Value  Line  Futures.  As  a  result  Value  Line  ■ 

Options  offer  opportunities  to  profit  from  ! 

broad  stock  market  moves  ...  up  or  down  J 

with  defined  limited  risk.  And  Value  Line  j 

I    Options  allow  for  a  whole  new  spectrum  I 

I    of  investment  strategies  for  portfolio  man-  HI 

I    agers,  %to<k  specialists  and  sophisticated  III 

H    private  investors  and  a  means  of  protecting  III 
llll    diversified  portfolios 

|    While  options  oiler  high  leverage,  limited  jjB 

risk  and  unusual  flexibility  in  conjunction  j 

>   with  Value  Line  Futures,  options  should  not  I 

I    be  construed  to  be  an  appropriate  tool  for  HI 

I    everyone    Astute  investors  will  decide  to  HI 

lllllll    trade  Value  line  Options  only  after  III 

HIM    fully  considering  the  ratio  o(  risk  to  potential  ||| 

IIHIM    reward  and  as  a  part  ol  an  overall  invest  III 

IIHIIII  strategy  ll| 

!     For  more  information  on  Value  Line  Options  and  J 
'    Value  line  futures  tall  or  write: 

■  ■■■■■■I  III 

ssssssss:ssssssssssssssssssss: 


Kansas  City  Board  o!  Trade 

4800  Main  Street,  Kansas  City,  MO  64112  (816)  753-7500. 

The  Right  Choice  For  Astute  Investors: 
Value  Line  Options  |  Value  Line  Futures 
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Tick,Tick,Tick. 

Imagine  living  with  a  potential  time  bomb  inside  you  That's  exactly  what 
it's  like  tor  the  thousands  of  sons  and  daughters  of  Huntington's  Disease  victims 

They  wait.  Hoping  that  the  50/50  odds  of  inheriting  this  terrifying,  fatal 
illness  fall  in  their  favor.  With  no  possible  way  of  knowing  if  and  when  it  will  strike. 

Until  the  bomb  goes  off. 
Give  generously  to  the  National  Huntington's  Disease  Association. 

Help  make  this  generation  its  last. 

H>  National  Huntington's  Disease  Association  128A  East  74  Street,  N  Y.,  N  Y  10021 
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REAL  ESTATE 


BUSINESS  OPPORTUNITIES         BUSINESS  OPPORTUNITIES       BUSINESS  OPPORTUN 


MONTANA'S 
BLACKFOOT  RIVER 

Over  4  miles  of  this  spectacular  river 
flows  through  the  middle  of  one  of 
western  Montana's  largest  ranches.  Of- 
fered for  sale  with  excellent  purchase 
terms,  8722  deeded  acres  in  a  con- 
tiguous hlock  with  over  80%  of  capac- 
ity on  deeded  lands.  A  well-improved, 
efficient  ranching  operation  only  35 
miles  from  Missoula — Price  reduced 
over  $1,000,000. 

Contact  Exclusive  Agents  for  sellers: 

HALL  &  HALL,  INC. 

P.O.  Box  1924 
Billings,  MT  59103 
(406)  252-2155 


HUTCHINSON  ISLAND, 
FLORIDA 
The  Grace  of  Old  Bermuda 

Buttonwood,  an  island  manor,  where 
the  grace  8  charm  of  old  Bermuda 
are  reserved  for  just  eighteen  fam- 
ilies. Condominium  residences  from 
$305,000 

CALL  OR  WRITE: 

Dutcher,  Higginbotham  &  Bass,  Inc., 
REALTORS.  3601  S.E.  Ocean  Blvd. 
Stuart.  FL  33494  •  (305)  286-7600 

Prices  subject  to  change  Offer  void 
where  prohibited. 


FREE  CATALOG 

Big  .  .  .  Free  SPRING  Catalog  describes 
and  pictures  farms,  ranches,  acreages,  rec- 
reational properties,  businesses,  town  and 
country  homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
KansaCitv.  MO.  64112 


JESSE  JAMES  COUNTRY 

(Western  Missouri) 
635  acre  Gentlemen's  Ranch  farm  site. 
30  min  from  Int'l  airport. 
10  min  from  7000  ac.  lake. 
Adjoins  Federal  Wildlife  area. 
Partially  in  crops.  $1,200,000 

Toll  Free  800  255-6004 
H.  Reed  2708  W.  43rd  Ave. 
Kansas  City,  Kansas  66103 


LOOKING  FOR  NEW  BUSINESS  OPPORTUNITIES? 


General  Electric  s  1983  edition  of  the  "New  Product/New-Buslneu  Digest"  describes 
over  500  products-and-processes  that  are  currently  available  for  acquisition  or  licensing 
to  use  or  manufacture  and  market  yourself. 

Items,  large  and  small,  range  from  new  Inventions  and  R&D  spinoffs  to  fully 
developed,  tooled-up  products  from  a  variety  of  sources;  universities.  RAD  firms,  Govern- 
ment agencies,  entrepreneurs  and  major  companies  Including  GE.  You  may  find  the  one 
product  you  need  to  start 'your  own  business,  or  add  to  your  product  line. 

Began  13  years  ago  as  an  outlet  for  GE  Items  only,  the  NP/NB  Digest  now  contains 
Items  from  sources  around  the  world. 

The  Illustrated  t'h  x  1 1 1nch  "New  Product/New  Business  Digest"  contains  over  40  pages 
and  Includes  complete  names  and  addresses  for  direct  follow-up  The  1 983  Annual  Edition 
is  $59.00/copy  ($75X»/copy  overseas)  Only  prepaid  orders  are  accepted  NY  State 
residents  add  sales  tax 


General  Electric  Company  •  Business  Growth  Services 
120  Erie  Boulevard,  Room  111  •  Schenectady,  NY  12305  USA 

GENERAL  @k  ELECTRIC 


MAIL  ORDER  OPPORTl 


Start  a  profitable  home  bu 
America's  fastest  growing 
—  growing  50%  faster  than  gen 
Nationally  known  authority  i 
you  No  previous  experience.  f! 
investment  required  Work  fu 
time  Write  for  free  book  about 
opportunities,  case  histories. | 
plete  details  No  obligation 

Mail  Order  Associates 
Dept  416,  Montvale.  NJ  07( 


BUSINESS  OPPORTUNITIES 

Established  businesses  located 
west  of  the  Mississippi  for  sale  by 
owners.  Many  owner  financed. 
All  price  ranges  available. 

Call  collect. 
Agricultural  &  Related 
Businesses 
Food  Manufacturing 

or  Processing 
Retail  &  Wholesale 

(durable  goods) 
Personal  Services 
AFFILIATED  BUSINESS 
CONSULTANTS 

Box  6339.  Dept  F  Co.  Spgs  CO  80934 
(3031  630-8188.  Ext.  14 
No  fee  to  buver  involved 


 HOME  IMPORT  

MAIL  ORDER  BUSINESS 

Big  earnings  in  profitable  spare/full 
time  project  Deal  direct  with  over- 
seas suppliers  Newest  products  at 
fraction  U.S.  cost.  Up  to  500% 
profit.  No  product  investment. 
Famous  world  trader  starts  you. 
Write:  Mellinger,  Dept.  H1593 
Woodland  Hills.  CA  91367 


LAND  WANTED 


INVESTOR  WANTS  LAND 

A  scenic  working  ranch  or  timber- 
land.  Not  less  than  10.000  acres. 
Will  buy  for  cash  or  terms  as  re- 

qU'red   Box  A246  Forbes 
60  Fifth  Avenue 
New  York.  N.Y.  10011 


Small  Company  seeks:  Limited  p. 
to  complete  development  of  Electro 
Navigation  Systems  for  military 
System  based  on  U.S.  Patents 
3,875,676  dated  April  8,  1975  an 
4,358,985  dated  November  16, 191 
applications  also  in  place  in  Fore 
tries  Contact:  Hamilton  Instrumen 
L.  A.  Hamilton,  106  Neuhaus, 
Texas  77061—(713)  644-0923 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are 
cepted  at  the  discretion  of  the  Publisher.  Line  rate  is  $28. 
Minimum  size  ad  is  one  inch  (14  agate  lines)  cosl 
$392.00.  FORBES  will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rat€ 
$27.50.  Minimum  size  for  display  of  two  inches  (28  ac 
lines)  costing  $770.00.  Must  be  submitted  as  film  nega 
or  camera-ready  mechanical  to  size.  For  specific  requ 
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FAST  FACTS  ★  200,048  serve  on  ★  260,140  serve  on  ★  683,200  own 

ABOUT  FORBES  their  companies'  boards  of  one  or  securities.  Average 
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tion:  700,000  management  positions  income:  $124,060  $915,313 
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COMPUTERS 

MISCELLANEOUS  FOR  SALE                EXECUTIVE  GIFTS 

EXECUTIVE  GIFTS 

; 


INDUSTRIES  INC. 

0%-15%  DISCOUNT 
OR  MORE 


JRS-80 


NEW  I  I1U~UU  BY  RADIO  SHUCK 

New  in  Cartons  Delivered  Save  Slate 
ax  Texas  Residents  Add  Only  5%  Sales 
oen  Mon  -Sat  9-6  We  pay  freight  and 
nee  No  extra  charge  tor  Mastercard  or 
}all  us  lor  a  Reference  Farmers  State 
TBrookshire.  Texas 

ORDER  MODEL  16  TODAY 

Orders:  1-B00-231-3680 
22511  Katy  Fwy 
Katy  (Houston),  Texas  77450 
Questions  &  Inq?  1-713-392-0747 
G  1980,  Marymac  Industries,  Inc. 
Ed  or  Joe  McManus 


FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95; 
three  for  $17 

Binders:  $7.50; 
three  for  $21.75 

check  with  your  name  and 
address  to: 
iiSSE  JONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 
;  Philadelphia,  PA  19141 


IS  CARING 


GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade. 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


CONSULTING 


BUSINESS  VALUATIONS 

For  Taxes,  Litigation.  ESOP.  Sale 
Comp.  Plans.  Consult,  to  Law. 
Business.  Gov't  Tax  Authorities 

Expert  Court  Testimony 
AMBROSE/MANAGEMENT 
ADVISORS,  INC. 
1200  Lincoln  #410,  Denver,  CO  80203 
303/571-0111 


 (K)  

Xampion  Matt,  £td. 


THE  EXECUTIVE  COLLECTION 
Hampton  Hall  Ltd  ,  the  leading  manufacturer  of  corporate  neckware,  will 
design  a  handsome  he  and  scarf  for  your  company,  or  school  Add  to  this  a  leather 
bound  wallet  and  a  belt  of  the  same  motif  and  you  have  the  Hampton  Hall 
executive  collection  Custom  designed  tote  bags  and  hats  are  also  available.  For 
additional  information  and  brochure,  please  call  or  wnte:  (mm  nMer  150  units) 
HAMPTON  HALL  LTD  .  220  5th  Ave.,  Suite  903-04,  N.Y.,  N  Y.  10001    (212)  685-2440 
 Dept.  FB3 


JEWELRY 

MERCHANDISE 

PEAR  SHAPE  DIAMOND  5  14  cts. 
High  white,  excellent  shape  &  bril- 
liance. $15,000. 

ROUND   DIAMOND    12  48  cts. 
VVS-beautiful  model  &  brilliance. 
$55,000. 

Princ.  only. 

(212)  247-3438 

One  half  of  photo  archive,  this  half 
containing  26,330  negatives  uncir. 
Subject  matter  big  bands  and  jazz  per- 
sonalities from  1930s  to  1960s.  Ap- 
praised $150,000,  open  to  offers,  for 
more  info,  contact  Mr.  Randolph. 
Noon  to  8  PM  EST 
609-399-3110 

BUSINESS  CONNECTIONS 

LUXURY  VILLAS 

ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Wnte  Box  A245  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


VILLAS 

With 

Pools  and  Staff 

FRANCE,  ITALY  SPAIN 

N.Y.C.  10028 
212/744-2567 


123  E.  83rd  St. 
Suite  4B 


HEWLETT-PACKARD  -  TEXAS 
INSTRUMENTS  -  ATARI  -  COM- 
MODORE -  TIMEX  -  EPSON  - 

HP-75C  $849  95  -  HP-41CV 
$219.95  -  HP-41C  $169.95  -  Atari 
800-48K  $499.95  -  400-16K 
$199.95  -  COMMODORE  Vic  20 
$169.95  -  Super  64K  $595.00  + 
free  goods  —  Atari  TV  game 
$99.95  -  Intellivision  $149.95  - 
Epson  computers  —  Portable 
computer  $1795.00  —  Timex  com- 
puter $59.95  —  Printer  for  Timex 
$94.95  and  more.  Thousands  of 
items  for  sale  at  great  prices:  send 
$2  for  112-page  catalog. 
OSC  P.O.  Box  74545,  L.A.,  CA 
90004—800-421-8045  or  213- 
739-1130  VISA/MC 


TRAVEL 


COURSES  SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  800-362-7052 
SOUTHLAND  UNIVERSITY 
Dept.  21B       35  N.  Craig  Ave. 
Pasadena,  CA  91107 


WHITE  WATER 
RAFTING 


ROCKY  MOUNTAIN 
RIVER  TOURS 

Idaho  Whitewater  raftinq  expeditions. 
Main  Salmon  and  Middle  Fork.   •  / 
Featurinq  exceptional  Dutch-oven  cuisine. 
David  and  Sheila  Mills  (208)  788-9300 
Post  Office  Box  126  Hailey,  Idaho  83333 
3  to  6  day  trips 


Cruise  beautiful  French  canals 
on  hotelboat1  Superb  French 
cuisine  Relax  on  sundeck  or  cy- 
cle alongside  while  floating 
through  Burgundy  Visit  pictur- 
esque villages  and  chateaus  In- 
dividuals or  charter  group  (max- 
imum-12)  Paris  pickup  HORI- 
ZON. 215  N  75th.  Belleville.  IL 
62223,  800-851-3448 


Hideaways 
 Guide  ^ 


The  Picturebook 
of  Secret  Escapes 

World  Wide  listings  of  vacation  homes 
for  rent,  exchange  S  sale 
Also  yacht  charters  &  country  inns 

call  617  369  0252  now! 

or  write  POB  1459  F  Concord,  MA  01742 
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ONE  OUT  OF  EVERY  5  FORBES 
SUBSCRIBERS  IS  A  MILLIONAIRE 


Forbes /Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


AFC  Inds   109 

Advanced  Robotics   154 

Allied   96,  116 

Allis-Chalmers   120 

American  Express   26,  48 

American  Ship  Building   72 

AT&T   8,  26 

American  Television  &  Communications   10 

Apple  Computer  132 

Arco   8 

Arthur  Andersen  &  Co    10 

Automatix   158 

Bairnco   14 

Baker  Intl    138 

Bank  of  the  Soutwest  (Houston)    174 

Banque  Nationale  de  Paris  (Francel    174 

Bath  Iron  Works    74 

Bendix    158 

Black  &  Decker    148 

Bolt  Technology    135 

Brooks,  Hamburger,  Satnick   43 

Burns  Intl  Security  Services    18 

CBS    98 

Caterpillar  Tractor    55 

Celanese    98 

Chemical  NY   170 

Chevron    8 

Chrysler   10 

Cincinnati  Milacron    86,  154 

Circle  AW  Prods   8 

Coca-Cola   8,  26 

Coca-Cola  Bottling  Co  of  New  York    8 

Coleco   102 

Commodore   132 

Coopers  &  Lybrand    8 

Crocker  National    170 

Cummins  Engine    55 

Dart  &  Kraft    26 

Data  General    86 

Deere  &  Co   119 

Del  Labs   116 

Digital  Equipment    8 

Discount  Corp  of  New  York    138 

Disney  Productions   26 

Eastman  Kodak    26 

Energy  Assets  Intl    186 

Exxon    8,  26 

Fanuc  ||apan|    158 

First  City  Bank  (Houston!    174 

First  City  Federal  Savings  &  Loan   8 

First  Pennsylvania   176 

Florida  National    170 

Ford  Motor   10,  120 

Fruehauf   116 

General  Dynamics    74 

GE    86 

General  Host    90 


GM   8,  10,  26,  55,  86,  158,  176 

General  Motors  Acceptance    176 

GTE   86 

GIoIk   18 

Gulf  Oil   8,  96 

Gulf  &  Western   41 

Halliburton   !i   138 

R  A  Hanson    146 

Harper  &  Row    104 

Harris    86 

Hitachi  Japan!    132,  154 

Hobart  lnds    158 

Hughes  Tool    138,  186 

IRE  Financial   8 

//  /^rofiresso  78 

Industry  Forecasts  104 

Inland  Steel   96 

Intel   132 

IBM   86,  158 

International  Harvester    119 

Iveco  (Italy!    55 

Johnson  &  Johnson    142 

Kawasaki  Heavy  Inds  ||apan|   154 

Koger   182 

Kogcr  Properties    182 

LSI  Logic    86 

LTV    150 

Lihhcy-Owcns-Ford   109 

Eli  Lilly    146 

McCall's  79 

Macfield   110 

Manufacturers  Hanover  Trust  176 

Masscy-Fcrguson    119 

MasterCard   48 

Matsushita  Group  llapan)    154 

Mattel    102 

Merck   142 

Metropolitan  Government  of  Nashville  £*  Davidson 

County,  Water  &  Sewer  Revenue  Bonds    195 

Metropolitan  Savings  Bank   8 

Micron  Technology   130 

Minolta  (Japan!    10 

Mitsubishi  (|apan|    154 

Mobil   8 

Morgan  Guaranty  Trust   184 

Motorola   •.   39,  132 

Mullens  &  Co.  (U.K.)    84 

National  Enquirer    78 

National  Examiner  78 

National  Gypsum    109 

National  Semiconductor    132 

A.E.  Nettleton    171 

Newport  News  Shipbuilding   74 

Nissan  Motor  (Japan!    154 

Nordson    158 

Northrop    86 

Novotel  SIEH  (France)    1?4 


PPG  Inds   

Parker  Brothers   

Peat,  Marwick,  Mitchell   

C.A.  Pesko  Assocs  

Professional  Secretaries  Intl   

Quaker  Oats   

RCA   79 

Rank  Organisation  |U  K.I   

Rank  Xerox  |U.K.)   

Hauler's  Digest  

Renault  (France!   

Republic  Gypsum   

Revlon  

R.J,  Reynolds   

Richardson-Vicks   

A  H.  Robins   

Sankyo  Seiki  ||apan|  

Schlumbcrger   

Joseph  E  Seagram  &  Sons  (Canadal   

Seeq   

Shell  Oil  

Shure  Management   

Signal  Cos  

Southwest  Inns  Ltd  

Star   

Stewart-Warner   

Stop  &  Shop  

Sun   

TRW  

Techniclone  Intl  

Tenneco  5£ 

Texaco   

Texas  Instruments   

The  Corporate  Word   

3M   

Time  Inc    1 

Todd  Shipyards  

Touchc  Ross  Intl   

Tround  Intl   

TV  Guide  

Unifi  

U.S.  Gypsum   

United  Technologies  

Verbatim   1 

Visa   

Volvo  (Sweden!  

Wang  Labs   

Warner  Distributing  

Warner-Lambert   

Washington  Post   

Wcstinghouse  Elec   

White  Motor  

Woman's  Day   

World  News   

Xerox  .'.  

Xicor   

Yaskawa  (Japanl  


Do  you  know  anybody 
who  is  somebody  in  businei 
who  does  not  read 
Forbes  Magazine? 

Forbes: 
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Flashbacks 


"The  more  things  change. . . ." 
J  Items  from  past  issues  of  Forbes 

iixty  years  ago  in  Forbes 

From  the  issue  of  March  17,  1923) 

(Instead  of  enumerating  and  empha- 
izing  all  the  multiplying  evidences  of 

(rowing  business  activity,  I  am  dis- 

!  osed  to  urge  businessmen  not  to  act 
n  the  assumption  that  the  country  is 
ipe  for  and  is  entering  a  prolonged 

i  eriod  of  extraordinary  prosperity. 

fhe  prospect,  as  I  see  it,  is  this:  The 

more  marked,  the  more  abnormal  ex- 
ansion  becomes,  the  shorter  the  peri- 

|'d  it  will  last." 

A  gentleman  from  the  South  says 
orn  whisky  is  a  better  barometer  of 
iusiness  in  the  South  than  the  mule, 
le  points  out  that  when  conditions 
Ire  poor  corn  whisky  sells  in  Birming- 
ham, Charlotte  and  other  centers  at  $2 
quart  and  is  of  good  quality  and 
i'lentiful,  while  when  conditions  are 
lood  it  is  $4  a  quart,  not  so  easy  to 
jibtain  and  poor  stuff  generally.  Watch 
whisky  prices,  he  says,  and  you'll  have 
J  true  index  to  affairs  in  the  South." 

i  Are  not  the  Germans  acting  unwise- 
ly in  enabling,  in  forcing  the  French  to 
mrn  the  Ruhr  into  a  veritable  French 
jolony,  with  French  administrators, 
J;rench  railway  workers,  French  min- 
jrs,  French  everything?  The  Ruhr  was 
jierman;  it  is  rapidly  becoming 
r'rench.  Let  the  process  go  on  as  it  has 
|>een  going,  and  it  will  be  very  diffi- 
cult by  and  by  for  Germany  to  take 
]>ver  the  operation  of  the  region.  .  .  ." 

rifty  years  ago 

March  15,  1933) 

([Bank  moratoria  are  opiates.  They  ap- 
parently, immediately  and  effectively 
elieve  acute  distress.  But  they  don't 
hire.  Bluntly,  the  sooner  the  country 
t  an  return  to  normal  banking,  the  bet- 
ler  will  it  be  all  round. 
I  "Who,  what,  brought  on  the  spate 
|»f  moratoria?  A  representative  at 
iVashington  made  an  ill-advised  state- 
ment which  precipitated  banking 
irouble  in  New  Orleans.  This  was  fol- 
lowed by  a  public  announcement  that 
nn  important  Detroit  institution  was 
n  straits.  The  governor  of  Louisiana 
lit  upon  the  'bank  holiday'  idea  and 
eceived  much  credit  because  it 
eemed  to  work  effectively.  The  gov- 
ernor of  Michigan  promptly  resorted 
p  the  same  expedient. 
"Meanwhile,  what  was  happening 


This  Big  Bear,  in  an  idle  Elizabeth,  N.J.  auto  plant,  was  among  the  first  supermarkets. 
Despite  the  story  at  right,  below,  which  was  the  rety  first  is  still  uncertain 


at  Washington?  That  chronic  trouble- 
raiser  Senator  Couzens  .  .  .  was  stir- 
ring up  uneasiness  throughout  the 
length  and  breadth  of  the  continent  by 
'revelations'  concerning  certain  ac- 
tions of  Charles  E.  Mitchell  of  the 
National  City  Bank.  .  .  .  Consequent- 
ly, public  confidence  in  banks  was  so 
seriously  shaken  that  withdrawals 
multiplied.  The  unleashing  of  mora- 
toria quickly  ensued." 

— Editor  B.C.  Forbes 
Here  creeps  in  a  new  note  soon  to 
become  common  in  establishment 
ranks,  that  the  real  danger  was  not 
from  faulty  past  corporate  and  govern- 
mental practices  but  from  reckless  of- 
ficials who  insisted  on  uncovering 
those  faulty  practices.  Thus,  in  the 
above  editorial,  the  spate  of  bank  clos- 
ings that  led  to  the  nationwide  bank 
holiday  of  March  1933  is  blamed  on 
"troublemakers"  like  Senator  James 
M.  Couzens  of  Michigan  who  shook 
public  confidence  in  the  banks. 


ANewYorkbauki/i  the  1933  bank  holiday 


"The  first  supermarkets  sprang  up 
several  years  ago  in  the  vicinity  of  Los 
Angeles;  but  only  within  the  past  year 
have  they  spread  sufficiently  to  draw 
the  concerted  opposition  of  estab- 
lished food  retailers.  .  .  . 

"As  lower  incomes  forced  house- 
wives to  cut  budgets,  supermarkets 
began  to  appear  in  abandoned  fac- 
tories and  unused  garages  in  other 
parts  of  the  country.  ...  It  is  still 
spreading;  and  as  each  new  super- 
market opens,  another  hand-to-hand 
battle  with  established  grocers  be- 
gins. Picturesque  names  are  charac- 
teristic: Trenton,  N.f.  has  the  Wild 
Tiger;  New  York  City  has  King  Kul- 
len  the  Price-Wrecker;  Elizabeth, 
N.J.  has  Big  Bear,  World's  Champion 
Price  Fighter." 

Twenty-five  years  ago 

(March  15,  1958) 

"The  retail  appliance  business  had 

known  no  greater  champion  of  so- 
called  'fair  trade'  than  Schenectady's 
General  Electric  Co.  In  the  45  states 
that  at  one  time  or  another  have  had 
fair  trade  laws,  GE  fought  gamely  to 
preserve  a  price  floor  under  dealers' 
stocks  of  small  GE  appliances.  ...  Fi- 
nally last  month,  GE  tossed  in  the 
towel  [with]  word  that  it  had  dropped 
fair  trade  prices  from  all  of  its  small 
appliances  except  photo  flashbulbs." 

"A  record  'natural'  increase  in  popula- 
tion (resulting  from  an  excess  of 
births  over  deaths)  is  reported  for  both 
the  U.S.  and  Canada  during  1957  by 
statisticians  of  Metropolitan  Life  In- 
surance Co.  The  excess  added  about 
2.68  million  to  U.S.  population  ...  for 
a  total  of  over  172.8  million.  .  .  ." 
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What  makes  for  greatness 
is  starting  something 
that  lives  after  you. 
Ralph  W.  Sockman 


An  achievement  today  is  but 
a  challenge  for  tomorrow. 
Eric  Hoffer 


Sometimes  a  noble  failure 
serves  the  world  as  faithfully 
as  a  distinguished  success. 
Edward  Dowden 


One  can  go  a  long  way 
after  one  is  tired. 
French  Proverb 


Nothing  is  so  fatiguing  as 
the  eternal  hanging  on  of 
an  uncompleted  task. 
William  James 


A  Text . . . 

For  precept  must  be 
upon  precept,  precept 
upon  precept;  line  upon 
line,  line  upon  line; 
here  a  little,  and 
there  a  little. 
Isaiah  28:10 


Sent  in  by  Mrs.  Lois  Tulman,  Walnut 
Creek,  Calif.  What's  your  favorite  text?  Tlx 
Forbes  Scrapbook  of  IhoHijbts  on  ibe  Business 
of  Life  is  presented  to  senders  of  texts  used. 


Gain  all  you  can,  by  common 
sense,  by  using  in  your  business 
all  the  understanding  which 
God  has  given  you.  And  see  that 
you  practise  whatever  you  learn; 
that  you  make  the  best  of  all 
that  is  in  your  hand. 
John  Wesley 


In  vain  we  build  the  work 
unless  the  builder  also  grows. 
Edwin  Markham 


Thoughts 

on  the  Business  of  Life 


First  make  sure  that  what  yon 
aspire  to  accomplish  is  worth 
iii  complishing,  and  then  throw 
your  whole  vitality  into  it 
"What's  north  doing  is  worth 
doing  well. "  And  to  do  anything 
well,  he  it  typing  a  letter 
or  drawing  up  an  agreement 
involving  millions,  we  must 
give  not  only  our  hands  to  the 
doing  of  it,  hut  our  brains, 
our  enthusiasm,  the  best — all — 
that  is  in  us.  The  task  to 
which  you  dedicate  yourself 
can  neve)'  become  a  drudgery. 
B.C.  Forbes 


A  man  is  only  as  good  as 
the  tool  he  uses. 
Goethe 


To  try  is  not  good 
enough;  you  must  succeed 
in  this  worldly  contest. 
William  Feather 


Genius  does  what  it  must, 
and  talent  does  what  it  can. 
Edward  Bulwer-Lytton 


Obstacles  are  those  frightful 
things  you  see  when  you  take 
your  eyes  off  the  goal. 
Hannah  More 


Light  grows  the  burden 
which  is  well  borne. 
Ovid 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Youth  is  the  time  for 
the  adventures  of  the 
body,  but  age  for  the 
triumphs  of  the  mind. 
Logan  Pearsall  Smith 


If  one  would  improve  the 
perception  of  others,  then 
let  him  look  to  his  own 
performance.  "It  is  the  light 
that  brings  forth  the  eye." 
Leonard  Read 


We  may  affirm  absolutely  that 
nothing  great  in  the  world 
has  ever  been  accomplished 
without  passion. 
Friedrich  Hegel 


A  single  breaker  may  recede; 
but  the  tide  is  evidently 
coming  in. 
Thomas  Macaulay 


When  you're  afraid,  keep  your 
mind  on  what  you  have  to  do. 
And  if  you  have  been  thorough] 
prepared,  you  will  not  be  afraid 
Dale  Carnegie 


The  victory  of  success  is 
half  won  when  one  gains 
the  habit  of  work. 
Sarah  A.  Bolton 


Whether  we  stumble  or  whethe 
we  fall,  we  must  only  think 
of  rising  again  and  going 
on  in  our  course. 
Francois  Fenelon 


In  business,  as  most  of  it 
is  constituted  today,  a  man 
becomes  valuable  only  as  he 
realizes  the  relation  of  his 
work  to  that  of  all  his 
associates.  It  is  the 
cumulative  effort  that  counts. 
W.  Alton  Jones 


Any  man  who  has  a  job 
has  a  chance. 
Elbert  Hubbard 
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"Water  covers  three-quarters  of  the  earth's  surface. 
Our  Wagoneer  covers  the  rest."  $sbs&b&1? 


Skipper  Dennis 
Conner  and 
his  America's 
Cup  crew  may 
rule  the  Seven 
Seas ...  but  nothing  covers 
the  land  in  between  like  the 
Jeep®  Wagoneer  Limited. 
And  that's  why  Wagoneer 
has  been  made  the  Official 
Vehicle  of  the  America's 
Cup  defenders. 


Like  the  boats  they  sail, 
the  Wagoneer  was  designed 
to  perform  to  the  limit,  even 
under  adverse  conditions. 
They  count  on  the  security 
of  Wagoneer's  remarkable 
Selec-Trac  2-wheel/4-wheel 
drive  system  -  especially 
when  the  dry  land  is  any- 
thing but  dry. 

It's  also  a  comfort  to  know 
that  in  a  Wagoneer  Limited 


the  classic  luxuries  are  stan- 
dard. From  its  genuine 
leather  upholstery  to  its  pre- 
mium sound  system,  quality 
is  never  compromised. 

And  because  it  does  so 
many  things  without  compro- 
mise, the  Jeep  Wagoneer 
Limited  has  developed  a  sin- 
gular reputation  as  the  perfect 
vehicle  for  that  other  quarter 
of  the  earth's  surface. 


Jeep  FI  Wagoneer  Limited.  The  Ultimate  Wagon.  M 


FROM  AMERICAN  MOTORS  CORP 


Now  every  company  can  afford 
an  employee  retirement  plan. 


...even  if  they  don't  think  so! 


If  it's  been  cost  that's  held  your  company  back  from 
having  an  employee  retirement  plan,  you  need  wait 
no  longer.  Now  every  company,  regardless  of  how 
much  it  wishes  to  contribute . . .  generously  or  nothing 
at  all... can  help  its  employees  build  a  retirement 
fund.  Under  the  new  tax  law,  a  company  has  the 
ability  to  sponsor  a  retirement  program  without 
making  any  dollar  contribution.  Of  course,  it  has  the 
option,  if  it  chooses,  to  make  contributions  to  a 
qualified  pension  or  profit  sharing  plan.  Or,  it  can 
set  up  a  thrift  plan  where  both  the  employee  and 
employer  contribute  to  retirement  savings. 

So  the  question  is  no  longer  whether  a  company 
can,  or  cannot  afford,  an  employee  retirement  plan. 
It's  only  what  type  of  plan  management  may  wish  to 
sponsor  and  what  kind  of  organization  is  best  fitted 
to  administer  the  plan. 

The  Bankers  Life  of  Des  Moines,  as  a  major 
insurance  company  in  the  retirement  field,  has  some 
distinct  advantages  over  other  organizations  such 
as  banks,  savings  and  loans,  and  mutual  funds. 
Among  these  are: 


THE  BANKERS  LIFE 

BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307 


•  Experience  -The  Bankers  Life  has,  for  years, 
written  more  group  retirement  plans  than  anyone 
else  in  our  country. 

•  A  choice  of  investment  options  for  participants... 
fixed  income,  equity,  money  market  fund  or 

real  estate. 

•  Because  of  "private"  fixed  income  investments, 
insurance  companies  have  historically  provided 
higher  fixed  income  yields  than  those  available  from 
other  sources. 

•  A  choice  of  pay-out  options,  including  a  monthly 
guaranteed  income  for  life.  A  benefit  only  insurance 
companies  can  provide. 

•  Full  service  capabilities  with  low  administrative 
expense. 

We  will  help  you  set  up  and  operate  your  plan  which- 
ever choice  you  make.  For  more  information  about 
establishing  the  retirement  plan  best  for  you . . .  and 
your  employees... contact  your  local  Group  Office 
of  The  Bankers  Life  of  Des  Moines  or  mail  the 
coupon  below. 

I  

The  Bankers  Life,  Group  Sales  FB-33 
Des  Moines,  Iowa  50307 

I'd  like  to  know  more  about  the  different  kinds  of 
Employee  Retirement  Funds. 

Name  

Title  

Company  

Address  

City  State  


.Zip. 


In  today's  world 
of  money  management,the 

alternative 
to  big  is  not 
necessarily 
bigger. 

In  a  world  that 
tends  to  equate  good, 
better,  best  with  big, 
bigger,  biggest-one  might  ask:  "What  follows 
biggest?55 

One  answer  is  "smaller55 
We  know,  because  of  the  type  and  size  of 
investment  accounts  that  more  than  ever  are  sho\ 
ing  interest  in  our  approach  to  money  managem 


The  Seligman  approach,  simply  stated,  is  that 
all  of  our  investments  adhere  to  carefully  developed 
strategies  and  that  all  of  our  strategies  adhere  to  our 
corporate  view  of  the  future. 

Back  that  up  with  a  deep  level  of  personal 
service  and  you  have  a  dimension  that  few,  if  any  of 
the  "biggest"  can  match. 

Today  we  have  over  $4  billion  under  manage- 
ment in  two  groups:  primarily  a  select  group  of 
private  accounts  which  we  manage  separately  for 
individuals  and  institutions  and  a  program  of  select 
mutual  funds. 

If  you're  interested  in  either  area  we'd  like  you 
to  know  more  about  us.  Just  call  or  write  Ron 
Schroeder,  our  President.  Outside  of  New  York  State 
our  number  is  (800)  221-7844;  in  New  York  State 
call  (212)  432-4000. 


J.  &W  Seligman  &  Co.  Incorporated 

One  Bankers  Trust  Plaza.  New  York,  N.Y  10006 
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130  Cover  Story:  Life  on 
the  Mississippi  is  not  easy 
these  days.  But  despair  is 
only  10%  of  the  story 


46  this  may  not  be  exactly 
what  the  FCC  had  in  mind 


78  Burroughs:  Misplaced 
pride,  missed  opportunity. 


39  Cuba: 

Russia's  Wondrous  Weapon 

That  $4  billion  the  U.S.S.R.  pumps  into  Cu- 
ba's collapsing  economy  every  year  may  not 
be  such  a  bad  bargain  after  all. 

41  Companies: 
Broadview  Financial  Corp. 

You  can't  expect  to  fire  your  auditors  without 
attracting  a  little  attention. 

42  Banking: 

M*A*S*H  In  The  Oilpatch 

The  bankers  have  come  up  with  some  ingen- 
ious first  aid  for  hard-pressed  drillers. 

43  Refining: 

An  111  Wind  Is  An  111  Wind 

OPEC's  troubles  aren't  helping  refiners. 

44  Taxes: 

Target  Of  Opportunity 

Congress  may  find  declining  oil  prices  a  tax 
situation  too  tempting  to  resist. 

45  Taxes: 

Robert  Dole  Sniffs  The  Wind 

And  what  the  Senate  Finance  Chairman  is 
detecting  may  not  be  good  news  for  business. 

46  Communications: 

Ma  Bell's  Dirty  Little  Secret 

Ah,  deregulation.  Everybody's  making  mon- 
ey from  the  services  of  Sharon,  Gloria  and 
Cindy — including  the  telephone  company. 

51  Companies: 
Kaiser  Cement 

Bigger  is  not  necessarily  better. 

54  The  Streetwalker: 

Monsanto;  Minorco;  Occidental  Pete 

What's  bad  for  the  farmers.  What's  good  for 
Harry  Oppenheimer.  What's  appealing  about 
Oxy's  Series  I  preferred. 

58  Companies: 
Toys  R'  Us 

What  makes  Charles  Lazarus  run?  His  wife  is 
a  psychiatrist,  and  she  doesn't  know.  What- 
ever it  is,  the  results  have  been  spectacular. 

78  Companies: 
Burroughs  Corp. 

Mike  Blumenthal  has  dealt  swiftly  with  the 
most  pressing  and  immediate  problems.  Now 
comes  the  hard  part. 


79  Entrepreneurs: 

Britain's  Gerald  Ronson 

Think  positive,  sure.  But  have  the  self-disci- 
pline  to  say  no. 

82  Commuter  Airlines: 
Welcome  To  It 

Another  market  taken  away  by  foreign  com- 
panies— but  Beech  and  Cessna  don't  seem  too 
worried.  Sour  grapes?  Not  at  all. 
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Mary  Crowley 

"Mary  would  like  to  mother  everybody  in  the 
world,"  says  one  of  her  managers.  That's  one 
way  she  built  a  $400  million  company. 
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Caressa  Inc. 

You'd  think  the  Taicher  brothers  might  not 
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succeed  in  high  tech.  Also:  foresight  at  Sikes 
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Closing  The  Door 

The  cash-accounting  door,  that  is.  Pity  the 
poor,  small  businessman. 

110  Companies: 
Morton  Thiokol 

It  was  easy  enough  to  see  why  Morton-Nor- 
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115  Companies: 
Equifax 

Snooping  has  its  problems — and  profits. 

116  Banking: 

The  Slow  War  On  Float 
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120  Technology: 

Signs  Of  Overkill 

The  great  personal  computer  boom  is  slowing 
down.  Also:  pictures  by  the  numbers,  high- 
tech style;  a  viable  slurry  system  at  last? 
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Side  Lines 


A  bet  I  hope  to  lose 

It  was  just  a  year  ago  that  this  magazine  and  Barron's — Dow  Jones' 
lively  financial  weekly — took  opposite  stands  on  the  energy  issue, 
Barron's  predicted  that  OPEC  would  crack  under  the  weight  of  the  oil 
surplus.  Forbes  agreed  that  prices  might  weaken  for  a  while  but 
warned  that  lower  prices  could  turn  out  to  be  a  trap  that  would  help 
bring  about  another  severe  energy  crisis  later  in  this  decade — perhaps 
abruptly.  So  I  made  a  bet  with  my  old  friend  Bob  Bleiberg,  who  is 
Barron's  publisher  and  editorial  director.  Terms  of  the  bet:  $100  even 
money  that  by  Dec.  31,  1985  the  OPEC  price  for  Saudi  benchmark 
crude  will  exceed  a  nominal  $34  a  barrel. 

Right  now  my  wager  doesn't  look  very  good  because  the  Saudi  price 
never  got  above  $34,  and  it  is  sinking  and  nobody  knows  where  it  will 
bottom.  I'm  not  settling  yet,  because  the  bet  still  has  nearly  three 
years  to  run.  A  lot  can  happen  in  this  changeable  world  in  the  next  34 
months.  But  you  know  what?  I'd  love  to  lose  that  $100. 


People,  not  abstractions 

Those  Forbes  readers  old  enough  to  have 
grandchildren  will  remember  Ernie  Pyle, 
the  Hoosier  farm  boy  who  became  World 
War  IPs  most  famous  correspondent  and 
died  at  the  battle  of  Ie  Shima  in  the 
Pacific.  Pyle  wasn't  your  ordinary  celeb- 
rity. His  stock-in-trade  wasn't  grand 
strategy.  It  was  people.  With  words 
alone,  Pyle  made  both  the  bravery  and 
terror  of  war  real  to  the  folks  back  home. 
He  made  them  understand  the  fear  and 
the  boredom  and  the  muddy  discomfort 
in  a  way  that  today's  TV  camera  can't 
surpass.  The  GIs  were  grateful  for  that. 

We  hope  it  isn't  presumptuous  to  men- 
tion that  we  at  Forbes  sometimes  think 
of  our  Jerry  Flint  as  the  Ernie  Pyle  of  business  journalism.  Jerry's  at 
home  with  all  kinds  of  business  stories,  but  he  really  shines  when  he's 
writing  about  people,  as  he  does  in  this  issue's  cover  story.  We  sent 
Jerry  to  Dubuque,  Iowa  to  find  out  how  that  old  Mississippi  River 
town  was  faring  in  the  midst  of  what  some  people  say  is  the  worst 
recession  since  the  1930s.  Jerry's  a  Midwesterner  himself,  born  and 
educated  in  Detroit;  a  quarter  of  a  century  in  journalism — for  the  Wall 
Street  Journal,  the  New  York  Times  and  now  for  Forbes — hasn't  refined 
the  Midwest  out  of  him.  Ordinary  people  aren't  economic  abstrac- 
tions to  Jerry,  and  it's  a  different  picture  he  paints  of  Dubuque  than 
one  customarily  gets  from  the  Midwest  these  days.  More  human- 
and,  for  that,  much  more  hopeful.  "I've  learned  how  to  save  my 
money"  starts  on  page  130.  We  hope  some  of  you  will  recognize  the 
Ernie  Pyle  in  Jerry. 


Jeny  Flint 


Editor 
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NEED  NEW  TRUCKS  BUT  CAPITAL  IS  SHORT? 
CREDIT  TIGHT?  BUSINESS  UNCERTAIN? 

ITS  RYDER 
TO  THE  RESUj  l  . 


Ryder  can  provide  the 
trucks,  tractors  and  trailers 
you  need  right  now  without 
you  laying  out  big  chunks 
of  cash.  And  without  you 
r  risking  any  commitment 
beyond  90  days. 

For  90  days  you  test 
the  costs  and  advantages 
of  leasing  from  Ryder.  We 

!!  provide  exactly  the  equip- 
ment you  need,  complete 
l  maintenance  and  repairs, 
replacements  if  needed, 
| ;  24-hour  emergency  road 


service,  the  works. 

Then  you  decide.  If 
you're  not  convinced  that 
Ryder  can  keep  your  trucks 
rolling  more  efficiently 
than  you  can,  you  just  leave 
the  lease  and  leave  it  clean. 
You  pay  only  for  the  time 
you  use  the  truck. 

Let  Ryder  rescue  you 
with  a  no-risk,  can't  lose 
90-day  trial.  Call  your 
nearest  Ryder  District 
Office  or  mail  this  coupon 
right  now 


Ryder,  I  like  the  idea  of  getting  trucks 
without  a  big  cash  outlay  and  without 
a  long-term  commitment.  Tell  me  more. 


Name/Title 


Company  Name 


Type  of  Business 


Address 


City/State/Zip 


■ 


R 


Phone 

Mail  to:  Ryder  Truck  Rental.  Inc. 
Don  Estes,  President 
P.O.  Box  520816 
Miami,  Florida  33152 


RYDER  TRUCK  LEASING 
AND  RENTING 

A  Service  of  Ryder  System 


FI4  [ 


Trends 


Edited  by  John  A.  Conway 
I  


Steel  versus  the  world 

Logic,  and  the  expressed  wish  of  lead- 
ers like  David  Roderick  of  U.S.  Steel, 
would  dictate  that  the  ultimate  move 
to  control  imports  into  the  U.S.  would 
be  a  worldwide  agreement  on  all  steel 
trade.  Talk  in  the  industry  is  about  an 
equivalent  of  the  multilateral  fiber 
pact  controlling  textiles,  despite  the 
horrendous  complexity  that  would 
entail,  given  the  myriad  steel  grades 
and  alloys  and  the  number  of  coun- 
tries producing  them.  The  U.S.  and 
Europe's  Common  Market  already 
have  a  deal  on  general-purpose  steels, 
so  why  not  one  on  specialty  types? 
Brazil  and  South  Korea  head  a  Third 
World  list  that  wants  to  keep  access 
to  the  U.S.  (even  though  they  bar  im- 
ports of  any  type  they  make  them- 
selves). Speculation  about  a  world 
agreement  gained  momentum  when 
American  steel  companies  withdrew 
blanket  dumping  charges  against  Ja- 
pan in  January,  which  looked  like  sure 
evidence  that  negotiations  with  To- 
kyo were  in  the  offing.  An  immovable 
object,  however,  stands  in  the  way  of 
all  this  logic.  The  Reagan  Administra- 
tion may  speak  in  many  voices  on 
other  matters,  but  it  is  resolved  that 
the  free  market  will  rule  steel.  The 
U.S.  industry's  off-and-on  attack  on 
Japan  was  finally  rejected  by  the  Ad- 
ministration. With  Ronald  Reagan 
backing  that  stand,  any  world  pact 
will  have  to  wait  for  another  Admin- 
istration. The  U.S.  holds  the  cards.  As 
one  executive  of  Eurofer,  Europe's 
steel  cartel,  put  it:  "The  European 
Community  can  do  nothing  to  stop 
the  U.S.  doing  anything  it  wants." 


Down  on  the  farm  . . . 

Farmers  are  still  falling  behind  on 
their  debts,  the  Farm  Credit  Adminis- 
tration says,  alarming  the  bankers, 
who  hold  more  than  35%  of  farm 
debt.  (The  rest  is  held  by  government 
agencies,  co-ops  and  private  vendors.) 
Walter  Minger,  senior  vice  president 
of  the  Bank  of  America,  says  5%  of  his 
farm  customers  are  in  "serious  trou- 
ble" and  25%  have  rolled  over  loans 
to  stay  afloat,  the  worst  experience 
his  bank  has  had  in  decades.  Still,  an 
American  Bankers  Association  task 
force  that  met  recently  with  federal 
regulators  and  farm-state  congress- 
men urged  them  not  to  impose  a  mor- 
atorium on  farm  foreclosures.  The 
bankers  say  that  would  only  discour- 
age banks  from  lending  to  farmers  in 
the  first  place.  "Some  farmers  will  not 


make  it  through  these  troubled  times 
and  will  drop  out  of  farming,"  conced- 
ed Iowa  banker  Robert  Brcnton,  but 
he  docs  not  expect  1983  to  be  a  year  of 
"massive  foreclosures."  Farmers 
nonetheless  are  better  off  than  in  the 
1930s,  notes  economic  historian  Lee 
Alston  of  Williams  College.  From 
1926  to  1940,  he  says,  there  were 


Farm  machines  on  the  march 


Is  the  long  drought  ending? 


more  than  100,000  foreclosures  a  year 
(the  rate  hit  4%  in  1933)  and  25  states 
passed  laws  forbidding  them.  Today 
the  rate  averages  0.1%,  or  2,440  a 
year,  reflecting  the  massive  trend 
toward  fewer  and  larger  farms. 


. . .  and  back  at  the  ranch 

Cattlemen  now  expect  to  make  mon- 
ey this  year  after  a  long  drought. 
"We're  not  wildly  optimistic,  but  I 
think  folks  in  our  industry  feel  a  little 
better  about  the  future,"  says  W.J. 
(Dub)  Waldrip,  the  Texan  who  heads 
the  National  Cattlemen's  Associ- 
ation. The  nation's  1.3  million  ranch- 
ers, though  not  as  badly  hit  as  grain 
farmers,  have  had  to  diversify  and  bor- 
row to  survive.  Recovery,  they  hope, 
will  speed  demand  for  meat  (now  75 
to  80  pounds  a  year  for  beef),  while 
lower  interest  and  inflation  rates  will 
help  costs  level  off.  Beef  prices,  Wal- 
drip thinks,  will  stay  around  $2.35  to 
$2.60  a  pound  at  retail.  The  cattle 
raisers,  however,  will  stay  under  pres- 
sure from  pork  (about  a  third  lower  in 
cost)  and  poultry  (about  two-thirds 
below  the  price  of  choice  beef). 


Not  so  flaming  youth 

For  the  first  time  in  ten  years,  teen- 
agers are  using  less  marijuana  andl 
other  "recreational"  drugs,  according 
to  a  new  survey  by  George  Washing- 
ton University  and  the  Response 
Analysis  Corp.  of  Princeton,  N.J.  Ear- 
lier surveys  showed  that  the  number 
of  children  aged  12  to  17  using  mari- 
juana climbed  from  6%  to  17%  during 
the  1970s.  Last  year  a  check  of  more 
than  5,000  people  found  that  share  fell 
to  11.5%.  The  survey,  sponsored  by 
the  National  Institute  on  Drug  Abuse, 
found  similar  drops  in  the  use  of  alco- 
hol and  cigarettes  among  teenagers 
and  a  drop  in  cocaine  and  LSD  use 
among  adults  aged  18  to  25.  "Short- 
ages of  ready  cash  because  of  the  re- 
cession may  have  something  to  do 
with  what  we're  seeing,"  says  George 
Washington  sociology  professor  Ira 
Cisin,  who  directs  these  surveys  for 
the  university,  but  they  could  also 
reflect  a  shift  to  the  conservative. 


The  fine  print 

Although  the  volume  of  help-wanted 
advertising  stayed  flat  in  January,  it 
rose  during  the  quarter  ended  Jan.  31, 
indicating  the  labor  market  is  begin- 
ning to  turn  around,  says  The  Confer- 
ence Board,  the  New  York-based  busi- 
ness association.  Its  help-wanted  in- 
dex, at  83,  was  23  points  below  its 
106-point  level  a  year  ago,  but  five 
points  above  the  level  of  last  Novem- 
ber. (It  is  based  on  more  than  50  pa- 
pers.) Ad  volume  went  up  in  five  of 
the  nine  regions  the  board  measures. 
The  East  South  Central  region 
clocked  the  biggest  gain,  a  4.9%  in- 
crease over  the  previous  quarter.  The 
West  North  Central  gained  4.7%;  the 
South  Atlantic,  2.3% ;  the  Pacific, 
1.9%;  the  Mountain  region,  1.6%. 
The  East  North  Central  region  lost 
6%;  the  Middle  Atlantic,  4.4%;  New 
England,  1.9%;  and  the  West  South 
Central,  0.2%. 


TV  on  the  hustings 

Spending  for  television,  already  the 
first  commandment  for  political  can- 
didates, could  become  the  whole 
decalogue.  In  1982,  with  no  national 
campaign,  candidates  laid  out  more 
than  $117  million  for  tube  time,  29% 
more  than  the  $90.6  million  spent  in 
1980,  the  year  of  the  Reagan-Carter 
battle.  The  1982  increase  was  so  great 
that  it  caught  even  the  Television  Bu- 
reau of  Advertising  by  surprise.  Last 
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lore  and  more  of  my  clients  are  buying  the  high-yield 
Life  policy  I  bought  myself.  The  Hartford's  Solution/' 


Greg  Albers,  General  Agent,  Gregory  W.  Albers  Insurance,  Kansas  City,  Mo. 


durance  and  financial  advisors  across  the  country  are  buying  and  recom- 
endingThe  SolutionSM,  the  high-yield  universal  life  insurance  policy  from 
ire  Hartford.  And  no  wonder.  It  gives  you  the  permanent  protection  of 
1  hole  Life;  earns  a  highly  competitive,  tax-deferred  interest  rate  *  on  cash 
|  lue  over  $1,000,  and  lets  you  adjust  coverage  and  premium  payments  to 
ieet  your  changing  financial  and  estate  planning  needs, 
f^^s.   For  a  free  booklet  describing  policy  features,  mail  this  coupon, 
sp!^  Or  call  an  independent  agent  who  represents  The  Hartford. 

|:e  may  rise  or  fall  periodically  based  on  anticipated  monetary  conditions  but  will  never  drop 
I  ow  4% .  Cash  value  up  to  $1,000  and  c  ash  value  on  loan  earn  tax-deferred  interest  at  the  4%  rate 
ft  available  in  New  York. 

BUSINESS 
HOME 
AUTO 
LIFE 

et  us  protect  your  world.  TH  E  HARTFORD 

tford  Life  &  Accident  Insurance  Company,  Windsor,  Connecticut  06095 


The  Hartford  Insurance  Group  f-3/28/83 
Life  Sales/Marketing 
RO.  Box  320 
Windsor,  Conn.  06095 

I'd  like  to  know  more  about  The 
SolutionSM,  The  Hartford's  revolutionary 
universal  life  insurance  policy. 
Please  send  me  a  free  booklet. 

Name  


Address. 
City  


State. 


Zip. 


Home  Phone- 


Business  Phone. 


□  Check  here  if  you  are  an  insurance 
agent  or  broker. 
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July,  says  Roger  Rice,  the  TvB  presi- 
dent, the  bureau  figured  $100  million 
tor  political  ads  in  1982,  a  $17  million 
miss.  Last  year,  of  course,  was  one  of 
long  and  close  races,  which  demanded 
more  promotion.  It  was  also  a  farewell 
year  for  many  familiar  political  faces, 
which  meant  gaggles  of  new  candi- 
dates fighting  for  instant  recognition, 
another  factor  calling  for  TV's  magic. 
Cost  figures  in  the  bigger  numbers, 
too,  but  not  that  much.  Political  TV 
spending  was  $24.6  million  in  1972; 
last  year's  $  1 1 7  million  was  close  to  a 
fivefold  increase.  During  that  stretch, 
according  to  the  Ted  Bates  ad  agency, 
the  unit  cost  of  spot  TV — which  rates 
the  lion's  share  of  the  spending — did 
not  quite  double.  And  the  trend  is 
growing.  For  1984  the  TvB  predicts 
political  spending  of  at  least  $  1 80  mil- 
lion, $40  million  on  the  networks, 
reflecting  a  presidential  year — but 
doubling  the  figure  that  was  spent  on 
the  national  networks  in  1982.  Still, 
TV  is  no  panacea:  Chicago's  fane 
Byrne  outspent  her  opponents  by  mil- 
lions last  month,  and  lost. 

Boots,  boots,  boots 

After  marching  through  its  last  war  in 
shiny  black  boots,  the  Army  now 
plans  to  return  to  the  duller  brown 
brogans  that  carried  the  doughboys  of 
World  War  I  and  the  GIs  of  World  War 
II  and  Korea.  Specifications  for  the 
new  boots  include  no-eyelet  lacing, 
replaceable  heels,  smooth  leather  up- 
pers, weight  no  more  than  38  ounces 
and  water  and  flame  resistance.  The 
Pentagon  wants  its  new  footwear  by 
1985,  at  $60  a  pair  (the  current  black 
numbers  cost  $37),  and  all  must  be 
made  in  the  U.S.A.  Walk-off  testing 
will  start  in  May  to  pick  a  winner, 
with  400  pairs  working  out  in  Ft.  Ben- 
ning,  Ga.,  the  main  infantry  post,  an- 
other 100  at  Maryland's  Aberdeen 
Proving  Grounds,  200  more  at  the  Ma- 


rine Corps  base  in  San  Diego.  Why 
make  a  switch?  Styling  aside,  the  Pen- 
tagon says  that  the  color  brown  gives 
off  less  of  an  infrared  "signature"  on 
"the  battlefield. 

CPAs  and  the  flat  tax 

Even  tax  experts  can't  seem  to  predict 
what  effect  the  much-talked-of  "flat 
tax"  would  have  on  them.  Ira  Shapiro, 
national  director  of  tax  services  at 
Coopers  &  Lybrand,  says  such  a  uni- 
form, across-the-board  income  tax 
would  be  good  for  the  large  account- 
ing firms,  Coopers  included.  They  do 
a  lot  of  financial  planning  and  cash 
management,  he  says,  and  "as  long  as 
there  are  taxes — even  flat — you  need 
planning."  Moreover,  since  changes 
in  tax  laws  always  produce  confusion, 
he  feels  the  accountants  would  have 
plenty  of  new  work  on  compliance 
issues.  Peat,  Marwick,  Mitchell  Vice 
Chairman  Neil  Glenn,  on  the  other 
hand,  talks  of  a  true  flat  tax  as  a  for- 
mula for  doomsday.  "I  still  see  some 
questions,"  he  says.  "What  is  income 
and  when  is  it  income?"  But  with 
simplification  he  thinks  people  would 
need  far  fewer  accountants.  The  num- 
bers crunchers  do  seem  to  agree  that, 
while  a  truly  flat  tax  will  probably  not 
be  enacted,  change  is  in  the  wind. 
"We  have  developed  the  tradition  that 
tax  is  supposed  to  be  used  for  social 
policy,"  Glenn  says,  "and  Congress 
loves  to  play  with  that."  Shapiro  puts 
it  more  simply:  "The  real  issue  is  the 
economy  and  budget  deficit." 

The  banker's  lament 

Banks  are  fighting  tooth  and  nail — and 
probably  in  vain — to  avoid  having  to 
withhold  taxes  on  individual  ac- 
counts next  July,  charging  that  the 
paperwork  will  cripple  them.  But  that 
is  only  half  the  story.  The  states  are 
also  lining  up  to  get  into  the  withhold- 
ing act.  New  York's  Governor  Mario 
Cuomo  wants  a  3%  tax  to  be  withheld 
for  the  state's  income  tax,  to  go  along 


with  the  10%  federal  levy.  Pennsylva- 
nia's Governor  Richard  Thornburgh 
has  proposed  a  similar  plan  to  raise 
$35  million  for  his  1983-84  fiscal  year. 
The  problem  then  will  become  a  dou- 
ble layer  of  red  tape,  says  an  official  of 
the  Washington-based  Credit  Union 
National  Association.  A  credit  union 
with  $1  million  in  assets,  for  example, 
she  claims,  will  have  to  spend  about 
$3,000  on  training,  paperwork,  etc.  to 
comply  with  the  federal  law.  (Uncle 
Sam  will  give  them  $37:78  to  help 
cover  this.)  As  a  result,  loans  will  cost 
more.  "If  the  states  come  in  with  an- 
other system,  we'll  have  to  learn  that 
one,  too,"  the  CUNA  official  says. 
And  so  will  every  other  savings  insti- 
tution (as  well  as  brokerage  firms, 
who  will  have  to  perform  the  with- 
holding bit  for  dividends). 

Why  factories  fold 

Manufacturing  plants  die  gradually 
and  from  poor  management,  according 
to  Roger  Schmenner,  an  associate  pro- 
fessor of  Duke's  Fuqua  School  of  Busi- 
ness. Writing  in  the  Harvard  Business 
Renew,  Schmenner  says  that,  con- 
trary to  popular  opinion,  most  fac- 
tories that  close  are  not  multistoried 
antiques  victimized  by  voracious  la- 
bor unions.  After  studying  1 7 1  of  more 
than  1,000  plants  closed  in  the  1970s, 
Schmenner  concluded  that  the  aver- 
age at  folding  was  19.3  years,  the  me- 
dian only  15.  A  third  were  no  more 
than  six  years  old  and  two-thirds  had 
the  supposedly  efficient  one-story  lay- 
out. Two-thirds  of  the  closings  in- 
volved union  plants,  but  most  man- 
agements reported  that  the  unions' 
attitudes  had  been  tolerable.  The  chief 
culprits,  Schmenner  says,  were  too 
many  product  variations,  repeated  ex- 
pansions, too  many  employees,  sour- 
ing labor  relations  and  ignoring  new 
technologies.  For  good  manufacturing 
health,  he  says:  Don't  mix  different 
product  technologies  under  one  roof, 
and  fix  a  limit  on  plant  employment. 


Boots,  boots,  boots,  marching  up  and  down  again 

The  style  may  change,  but  the  job  will  stay  the  same. 

 4^  
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There  is  a  standard  of  excellence 
at  every  Trusthouse  Forte  Exclusive  Hotel 
that  is  simply  staggering. 


Admittedly,  it's  an  old-world  standard,  symbolized  by  the  centuries  old  emblem  of  hospitality  shown  here 

But  then,  our  managers  are  European-trained,  steeped  in  the  elegance  of  our  great  THF  hotels  abroad: 
the  Plaza  Athenee  in  Paris,  Brown's  Hotel  in  London,  the  Hotel  des  Bergues  in  Geneva,  the  Ritz  in  Madrid. 
You'll  find  our  managers  easy  to  recognize.  They  wear  our  hart  on  their  lapels. 


TRUSTHOUSE  FORTE 


ot  Philadelphia 
215-963-2222 


garden  cny 

HOTBo 

Long  Island 
New  York 
4  516-747-3000 


EXCLUSIVE  HOTELS 


THE  PAVILLON 

Miami 

Ta^f(mewad  305-577-1000 


Dallas 
214-747-7222 


THE  KJNQ 
rEDWATO 


New  York  v — 
212-535-2000 


Toronto 
416-863-9700 


mm* 


hi  ilPjUlll 

•  '''•  > 

•  »»•  mm 


FOR  TOLL-FREE  RESERVATIONS  CALL:  800-223-5672.  IN  CANADA,  800-268-9761. 


IDther  banks  can  give  yi 

We  give  you  Me: 


"First  Chicago  has  a  large 
international  banking  net- 
work. Of  course.  Many  world 
class  banks  do.  But  when  we 
make  the  distinction  be- 
tween 'network'  and  'team- 
work', we're  doing  more  than 
playing  with  words.  We're 


talking  about  our  structure. 
Our  commitment.  Our  atti- 
tude. Your  business. 

"First  Chicago  gives 
you  strong  teams  of  interna- 
tional banking  professionals. 
People  experienced  at  pull- 
ing together  every  First 
Chicago  resource  to  work  for 


you.  To  work  smart  and : 
while  consistently-main 
ing  the  highest  quality  sj 
ards.  Thisls  teamwork  tl 
has  been  helping  clients 
years.  In  trade  finance,  fr 
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FIRST  TEAM 


i  International  Network, 
tonal  Teamwork." 


nt,  investment  banking, 
1  local  currency  credit. 

"Well  show  you  how 
^national  Teamwork 
rks  for  you.  Gall  me, 
hur  Massolo,  at  (312) 
ff5956r  V 

Chicago  Worldwide:  Atlanta  • 
-  more* Breton -Chicago -Cleveland  • 
is  •  Denver  •  Houston  •  Los  Ahgeles 


Miami  •  New  York  •  San  Francisco  • 
Washington,  D  C.  •  Abu  Dhabi  •  Athens  • 
Barcelona  •  Beijing  •  Buenos  Aires  •  Cairo  • 
Calgary  •  Caracas  •  Dubai  •  Dublin  • 
Dusseldorf  •  Edinburgh  •  Frankfurt  • 
Geneva  •  Guernsey  •  Hong  Kong  •  Jakarta  • 
Kano  •  Kingston  •  Lagos  •  London  •  Madrid 
Manila  •  Mexico  City  •  Milan  •  Munich  • 
Nairobi  •  Panama  City  •  Paris  •  Port 
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Follow-Through 


The  natives  are  restless 

In  December  1978  President  Jimmy 
Carter  used  the  Antiquities  Act  of 
1906  to  establish  17  national  monu- 
ments on  56  million  acres  in  Alaska. 
That  had  a  noble  ring,  except  that  the 
move  blocked  one  side  of  3  million 
acres  of  promising  oil  and  mining 
lands  given  to  the  Bristol  Bay  Native 
Corp.  as  part  of  the  $1  billion,  44- 
million-acre  settlement  with  Alaska's 
75,000  natives  set  by  Congress  in 
1971.  Since  the  native-owned  com- 
pany's land  was  also  blocked  on  the 
other  side  by  impassable  mountains 
and  ice  packs,  the  presidential  fiat 
effectively      barred  development 


wasn't  a  total  loss.  In  creating  the 
parks  in  1980,  Congress  called  for  a 
cooperative  land  management  plan 
for  the  Bristol  Bay  region's  27  million 
acres  by  the  end  of  1983.  When  BBNC 
settled  its  case  with  the  government 
in  1981,  it  managed  to  get  in  on  the 
planning.  The  native  corporation's 
chief  aims  now  are  to  have  the  plan 
include  pipeline  and  road  access 
across  the  Alaska  peninsula  to  the 
Pacific  deep  water  ports,  and  to  get 
land  exchanges  with  the  federal  and 
state  governments.  "We're  hip  deep  in 
the  fight,"  says  Foster. 

With  $53  million  in  assets,  the 
company  is  not  entirely  dependent  on 
natural  resources,  of  course.  To  pay 


Alaska  brown  bears 

The  cause  was  noble,  but  the  effect  could  have  been  a  disaster. 


(Forbes,  May  14,  1979).  Fumed  com- 
pany attorney  George  Miron,  "What 
does  Carter  call  an  object  of  antiqui- 
ty? Living  brown  bears.  Salmon 
streams.  Volcanos."  BBNC's  angry  ex- 
ecutives sued  to  get  the  Carter  ukase 
rescinded. 

The  suit  failed  because,  two  years 
after  Carter  created  the  parks,  Con- 
gress acted  to  make  them  permanent. 
The  new  law  created  10  million  acres 
of  new  parks  and  refuges  in  the  Bristol 
Bay  region  alone  and  included  1  mil- 
lion of  the  natives'  3  million  acres 
within  park  boundaries.  "To  my 
knowledge  there  is  no  precedent  for 
taking  private  land  on  this  scale  and 
including  it  in  federal  refuges  and 
parks,"  says  lohn  Foster,  BBNC  assis- 
tant general  counsel.  But  the  suit 


down  a  burdensome  debt,  it  sold  off 
its  $83  million  (sales)  seafood  packing 
company  in  1979  for  $23.5  million. 
Since  then,  BBNC  has  acquired  an  $1 1 
million  (sales)  maker  of  pet  foods, 
jams,  soft  drinks  and  peanut  butter.  It 
also  owns  the  Anchorage  Westward 
Hilton,  which  grosses  a  healthy  $10 
million  a  year  or  so  and  several  joint 
ventures  in  drilling  and  mining.  For 
the  nine  months  ended  Dec.  31,  the 
company's  sales  jumped  14%  to  $20 
million,  and  earnings  more  than  tri- 
pled to  $1.8  million. 

The  big  question  still  remains.  Will 
BBNC  get  commercial  access  to  its 
land,  rich  in  natural  resources?  If  not, 
says  Foster,  "we  will  be  an  island  sur- 
rounded by  wildlife  refuges." 


The  mess  at  EPA 

"We  were  slow  getting  started,  but  we: 
are  serious,"  Rita  Lavelle,  head  of  the 
Environmental  Protection  Agency's 
toxic  waste  program,  told  Forbes  last 
year  (Aug.  2,  1982).  Armed  with  a  $1 .6 
billion  "superfund"  created  by  Con- 
gress, the  EPA  seemed  at  last  on  track 
toward  cleaning  up  the  thousands  of 
poisonous  dumps  scattered  across  the 
country  and  creating  a  system  to 
monitor  the  154  billion  pounds  of  tox- 
ic waste  the  U.S.  produces  each  year. 
With  predictions  that  toxic  waste  dis- 
posal would  add  up  to  a  $2  billion 
business  by  1985,  companies  special- 
izing in  the  grubby  trade  were  lining 
up  to  cash  in. 

Then  the  grit  hit  the  plan.  Last 
month  Rita  Lavelle  was  fired  along 
with  a  clutch  of  other  EPA  officials, 
including  the  inspector  general  and 
the  chief  administrator.  Half  a  dozen 
congressional  committees,  the  Justice 
Department,  the  FBI  and  the  White 
House  launched  investigations.  The 
President  rushed  a  corporal's  guard  of 
seasoned  bureaucrats  into  EPA  to 
shore  up  its  harassed  chief,  Anne 
McGill  Burford.  A  miasma  of  charges 
about  shredded  documents,  conflicts 
of  interest,  political  favoritism  and 
cronyism  surround  the  agency. 

The  political  uproar  made  it  diffi- 
cult to  assess  who  had  done  what  to 
whom.  For  one  thing,  although  the 
hyperbole  was  deafening,  no  one  had 
yet  proved  that  anyone  did  anything, 
wrong.  The  big  problem  seems  to  be 
that  in  staffing  the  Reagan  EPA,  the 
White  House  had  hardly  made  the 
wisest  choices.  Anne  Burford  was  a 
former  telephone  company  lawyer 
and  Colorado  legislator  with  a  record 
of  fighting  against  environmental 
laws.  Rita  Lavelle  had  served  as  a  pub- 
lic relations  officer  for  Aerojet  Gener- 
al, a  company  accused  of  contributing 
to  a  particularly  notorious  California 
dump.  Kathleen  Bennett,  who  over- 
sees air,  noise  and  radiation,  was  a 
lobbyist  for  the  American  Paper  Insti- 
tute. Robert  Perry,  an  enforcement  of- 
ficer, was  a  former  Exxon  lawyer  and 
is  now  under  investigation  for  possi- 
ble perjury.  John  Horton,  fired  as  as- 
sistant administrator,  is  under  scruti- 
ny for  allegedly  running  private  busi- 
nesses from  his  EPA  office.  James 
Sanderson,  a  personal  friend  of  Bur- 
ford's,  figures  in  at  least  five  Capitol 
Hill  probes  into  charges  that  he  repre- 
sented private  clients  while  acting  as 
a  top  consultant  to  the  EPA  director. 

Sanderson,  a  former  EPA  regional 
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DO  SOMETHING 
BOUT  DRUNK  DRIVING 


drunk  driver  is  like  a  loaded  gun, 
i  th  you  as  the  target.  Every  20  min- 
xes on  average  the  gun  takes  aim. 
;id  another  life  is  tragically  lost. 
!  Drunk  driving  costs  us  800,000 
incidents  a  year,  and  25,000  needless 
J  aths.  It  adds  hundreds  of  millions 
I  dollars  to  the  insurance  premiums 
I  all  pay. 

Something  must  be  done. 

The  property  and  casualty  insur- 
ice  industry  is  helping.  As  a  first 
lap,  we've  assembled  the  facts  you 
I  ed  to  know  about  which  preventive 
liaasures  work,  and  which  ones  don't. 

Tougher  drunk  driving  laws  alone 


are  not  the  answer.  The  more  severe 
the  penalties,  the  more  reluctant 
judges  and  juries  are  to  impose  them. 

Instead,  new  approaches  are 
attacking  the  problem  at  its  source: 
the  attitudes  of  potential  offenders 
and  of  society  at  large.  Drinking 
before  driving  must  become  a  social 
stigma,  instead  of  a  socially  accept- 
able form  of  homicide. 

There  are  signs  that  this  change 
in  attitude  is  beginning  to  take  shape. 
And  there  are  ways  that  all  of  us  — 
governments,  community  groups, 
concerned  individuals— can  help 
the  change  happen  faster. 


Our  latest  report,  Drunk  Driving: 
A  Killer  We  Can  Stop,  explains 
what  each  of  us  can  do  in  the  life-or- 
death  battle  against  drunk  driving. 

We'd  like  you  to  have  a  copy,  free 
of  charge. 
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DOIT. 


Insurance  Information  Institute 
110  William  Street 
New  York.  NY  10038 


Please  send  me  a  free  copy  of  Drunk  Driving: 
A  Killer  We  Can  Stop. 
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INSURANCE  INFORMATION  INSTITUTE 

A  nonprofit  action  and  information  center. 
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Pitney  Bowes  offers  a  dependable  line  of  convenience  office  copiers.  From  economy 
desk-top  models  for  even  the  smallest  business,  to  full-feature  consoles  for  the  biggest 
business.  And  we  stand  behind  them  with  our  own  nationwide  sales  and  service 
organization.  For  a  free  demonstration  of  any  Pitney  Bowes  copier,  just  call  toll  free 
anytime  (except  Alaska  or  Hawaii)  800-621-5199  (in  Illinois  800-972-5855).  Or  write 
Pitney  Bowes,  1 71 8  Crosby  Street,  Stamford,  Connecticut  06926. 

s§P  Pitney  Bowes  Copiers 

Over  600  sales  and  service  points  throughout  the  U.S.  and  Canada.  Mailing  Systems,  Copiers.  Word  Processing.  Dictating  Systems, 

Facsimile  Systems,  Business  Forms  and  Office  Supplies. 


Follow-Through 

counsel  in  Denver,  returned  to  private 
I  practice  in  1977,  and  in  1980  he  began 
representing  Chemical  Waste  Man- 
agement, a  subsidiary  of  Chicago's 
j  Waste   Management   Inc.   The  38- 
year-old   lawyer  never  represented 
Waste  Management  while  an  em- 
ployee of  the  EPA,  insists  Harold 
Gershowitz,  senior  vice  president  of 
the  company.   As  for  Sanderson's 
I  supposed     influence,  Gershowitz 
notes  that  his  firm  has  been  trying 


EPA  director  Anne  Burford 
The  politics  of  pollution. 


:  for  18  months  to  get  clearance  for  its 
incinerator  ship,  Vulcanus.  Another 
toxic  waste  facility,  near  Sanderson's 
I  home  base  in  Denver,  is  also  stymied 
by  a  Colorado  court  decision  of  last 
I  summer.  This  held  that  Waste  Man- 
agement could  not  operate  it  with- 
out approval  of  local  officials,  which 
they  refuse  to  give. 

The  Reagan  Administration's  major 
concern  is  that  the  furor  over  EPA  has 
handed  the  Democrats  another  hot 
issue.  A  healthy  environment  ranks 
with  motherhood  as  a  voter  concern, 
and  the  $1.6  billion  superfund  en- 
trusted to  the  EPA  for  cleaning  up 
toxic  waste  is  a  wide-open  target  for 
partisan  charges  of  hanky-panky.  So 
Democrats  and  even  many  Republi- 
cans in  Congress  are  in  full  cry.  And 
the  charges  now  echoing  around  Cap- 
itol Hill  could  be  only  the  beginning. 
Six  congressional  committees  are  al- 
ready conducting  full-scale  probes. 
But  there  are  more  than  40  congres- 
sional bodies  that  can  claim  some  sort 
of  oversight  over  EPA. 


CAPITAL 
APPRECIATION 

With  Free  Check  Writing 

Capital  Shares,  a  no-load  aggressive  growth 
fund,  invests  for  capital  appreciation  in  emerging 
growth  companies  and  special  situations. 

Complete  liquidity  by  transferring  at  any  time  by  toll-free 
telephone  into  Dollar  Reserves,  a  money  market  fund, 
offering: 

•  Free  personalized  checks 

•  A  $250  check  writing  minimum 

•  No  limit  on  number  of  checks 

Free  telephone  transfers  at  any  time  into  Capamerica  Fund, 
an  equity-income  fund,  or  Golconda  Investors,  a  gold  fund. 

$1,000  minimum  initial  investment. 

No  sales  charge,  no  redemption  fees,  no  penalty  for  early 
withdrawal,  no  commissions  of  any  kind. 

Flexible  IRA,  Keogh  and  403(b)  plans  cover  all  of  the  Funds 
in  the  Bull  &  Bear  Group. 


0  BULL 
&BEAR 


CAPITAL  SHARES 


CALL  TOLL  FREE: 
800-431-6060  ext.  170 

(In  New  York  State:  1-800-942-6911  ext.  170) 


Bull  &  Bear  Marketing  Services  foi 
Glenford,  NY  12433 

For  more  information,  including  charges  and  expenses,  send  for  free  Capital  Shares 
and  Dollar  Reserves  Prospectuses.  Please  read  them  carefully  before  you  invest 

Name   .  


Address 
City  


State 


Zip 


Please  also  send  brochure  and  application  form  for:   □  IRA   □  Keogh   □  403(b) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  En- 
ter your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes  enter  your  address  on  this 
form  and  check  the  subscription  you  pre- 
fer. □  1  year  $36  □  3  years  $72  (the  equiv- 
alent of  one  year  free).  Canadian  orders,  1 
year  $50,  3  years  $104.  Orders  for  other 
countries  add  $25  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Name       (please  print) 


New  Address 


City 


State  Zip 


Date  of  Address  Change 

F-4826 


FORBES,  MARCH  28,  1983 


17 


We  don't  know 

what  you're  going 

to  ask. 

But  we  probably 
have  the  answer: 


NEXIS 


NEXIS'  is  the  leading  on-line,  full-text  general  news  and  business  information  search  and  retrieval 
service  in  the  world. 

NEXIS  has  just  obtained  an  exclusive  license  to  The  New  York  Times  Information  Service  Data  Base. 
This  means  that  the  full  text  of  every  issue  of  The  New  York  Times  since  1980  will  be  added  to  the  NEXIS 
data  base.  In  addition,  there  will  be  more  than  two  million  abstracts  of  articles  from  The  Times  since  1969,and 
abstracts  from  some  60  publications  and  the  Advertising  and  Marketing  Intelligence  Service  (AMI). 

The  NEXIS  service  already  includes  the  full  text  of  national  and  international  newspapers,  wire 
services,  magazines,  newsletters  and  government  publications. 

Some  publications  and  services  cover  general  and  business  news.  Examples  are  The  Washington  Post, 
Newsweek,  U.S.  News  &  World  Report,  Business  Week,  AR  UPI,  and  Reuters;  others  cover  specific 
industries— The  American  Banker  and  The  Oil  and  Gas  Journal  are  examples. 

Many  international  sources  are  included  in  NEXIS;  among  them, 
The  Economist,  the  BBC  Summary  of  World  Broadcasts,  and  the 
English-language  wires  of  the  Japanese  and  Chinese  news  agencies. 

And,  if  world  affairs  are  vitally  important  to  you,  extensive  political, 
government,  military,  cultural,  travel  and  economic  facts  and  statistics 
on  every  country  in  the  world,  the  50  U.S.  states,  the  12  Canadian 
provinces  and  major  international  organizations  can  be  found 
in  NEXIS. 

Now  we  have  a  question  for  you.  May  we  give  you  a  hands-on 
demonstration  of  how  easy  it  is  for  your  people  to  find  what  they're 
looking  for  fast  in  NEXIS? 

For  a  demonstration  in  your  office,  call  1-800-227-4908. 
(In  Ohio,  call  1-800-762-6626.) 


When  you  need  to  know.  Now. 

Data  Central 

PO.  Box  933,  Dayton,  Ohio  45401 
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Readers  Say 


U.S.— China  amity 

Sir:  It  is  true  that  there  are  compel- 
ling reasons  for  the  relationship  be- 
tween the  U.S.  and  China  to  grow 
more  firm  ("When  Russia  Plays  Its 
China  Card/'  Fact  and  Comment,  Feb. 
28).  Well  said. 
— George  F.  Shultz 
Secretary  of  State 
Washington,  DC. 


Who  is  to  blame? 

Sir:  High-cost  health  care  is  not  to  be 
blamed  on  physicians  ("Why  medical 
costs  are  out  of  control,"  Feb.  28). 
They  are  only  reflecting  the  expecta- 
tions of  the  public  and  government 
(including  the  judiciary).  Unless  ex- 
pectations [are  changed]  that  unlimit- 
ed health  care  is  a  "right"  to  all  age 
groups  regardless  of  age,  health  care 
costs  will  continue  to  increase  more 
rapidly  than  the  general  inflation  rate. 
— William  C  Bartnsek 
Vice  president  of  Support  Services, 
Brokaw  Hospital 
Normal,  III. 

Sir:  Michael  Bromberg  of  the  Feder- 
ation of  American  Hospitals  evaded 
your  question  as  to  whether  fear  of 
malpractice  suits  might  motivate 
physicians  to  order  more  tests  than 
they  otherwise  might. 

I  am  a  radiologist  and  if  something 
could  be  done  to  improve  the  system 
for  compensation  in  liability  cases,  it 
would  go  far  in  decreasing  the  number 
of  examinations  ordered  without  good 
clinical  indication. 

Daily  I  am  sent  patients  for  exami- 
nation by  good  doctors  who  are  sim- 
ply afraid  to  take  a  chance  on  making 
the  slightest  avoidable  error  in  clini- 
cal judgment. 
— H.  Robert  Reno,  M.D. 
Dade  City,  Fla. 


Fear  of  programming 

Sir:  Srully  Blotnick's  suggestion  (Feb. 
28)  that  computer  owners  must  be 
computer  programmers  is  analogous 
to  requiring  automobile  drivers  to  be 
mechanics  to  use  their  cars  fully.  This 
elitist  approach  has  intimidated  po- 
tential buyers  and  discouraged  the 
rapid  integration  of  computer  effi- 
ciency into  American  business. 

In  Side  Lines  Jim  Michaels  extols 
the  power  of  his  new  word  processor.  I 
would  be  very  surprised  if  he  knew — 


or  cared — if  his  program  were  written 
in  BASIC  or  Pascal. 

— Susan  Stevens 
Buffalo,  N.Y. 


Great  reporting 

Sir:  Reading  Side  Lines  (Mar  14),  I 
thought  I  ought  to  tell  you  that  when 
the  Gandhi  movie  came  out  I  was 
impelled  to  reread  the  Bapu  story  in  A 
Ireasury  of  Great  Reporting.  It  stands  up 
beautifully. 
— Ray  Brady 
CBS  News 
New  York,  N.Y. 

A  Treasury  of  Great  Reporting,  pub- 
lished by  Simon  &  Schuster  in  1962.  is  a 
journalism  classic,  reprinting  what  the 
authors  considered  the  greatest  news  sto- 
ries of  four  centuries.  Among  them:  Jim 
Michaels'  account  of  the  death  and f unci- 
al cortege  of  Mohandas  K.  Gandhi,  writ- 
ten in  January  of  1948. — Ed. 


Car  has  company 

Sir:  The  caption  for  this  picture  in 
Flashbacks  (Jan.  17)  says,  ".  .  .  note 
lone  auto  at  far  right."  Looks  like 
two  to  me. 

— Mark  Faulkner 
Neiv  York,  N.Y. 

Reader  Faulkner  is  correct — Ed. 


Chicken  or  egg? 

Sir:  I  question  Dr.  Pollock's  observa- 
tion that  "powerlessness  can  corrupt" 
(Fact  and  Comment,  Feb  14).  If  he  ob- 
tained data  from  a  random  mixture  of 
subjects,  he  could  only  reliably  con- 
clude that  there  is  some  sort  of  corre- 
lation between  power  and  mental 
health  or  dysfunction. 

Powerlessness  may  cause  mental 
dysfunction,  or  mental  dysfunction 


may  cause  powerlessness.  Only  a 
study  in  which  subjects  were  ob- 
served and  tested  throughout  their 
lives  could  sort  out  this  chicken-or- 
cgg  problem  for  sure. 

Sorry  to  rain  on  your  intellectual 
parade.  Hope  my  remarks  don't  leave 
you  and  Dr.  Pollock  feeling  empty  and 
useless. 

— Snellen  Houston 
Colchester,  Conn 


Not  so  abstract 

Sir:  Re  the  exclusionary  rule  (Fact  and 
Comment  II,  Feb.  28).  It  was  the  great 
English  jurist  Sir  William  Blackstonc 
who  observed:  "It  is  better  that  ten 
guilty  persons  escape  than  one  inno- 
cent suffer." 

Civil  rights  are  often  viewed  as  ab- 
stract. However,  when  it  gets  to  the 
point  where  we  or  someone  we  know 
is  in  dire  need  of  protection,  their 
importance  becomes  quite  clear. 
— William  T.  Brown 
Vrbana,  III 


Didn't  write  it 

Sir:  In  your  article  on  "Brother  Cun- 
ningham and  the  guards"  (Feb.  14), 
you  state  that  ".  .  .  Cunningham  con- 
tracted the  union's  health  insurance 
on  the  cheap,  first  with  General 
American  and  then  with  Blue  Cross." 
We  cannot  find  any  indication  of  hav- 
ing written  a  case  on  Mr.  Cunning- 
ham or  the  guards  he  represents. 
— Warren  A.  Goodenough 
Vice  president, 

General  American  Life  Insurance  Co. 
St.  Louis,  Mo. 

The  prosecuting  attorney  had  con- 
firmed that  the  company  in  question  was. 
General  American.  But  Labor  Depart- 
ment documentation  indicates  the  firm 
was  Great  American.  We're  sorry  for  the 
error — Ed. 


Verbing  a  noun 

Sir:  You  remarked,  ".  .  .  Reagan  is  .  .  . 
reluctant  to  summit  with  his  Soviet 
counterpart  ..."  (Fact  and  Comment, 
Feb  14).  Since  when  is  summit  to  be 
used  as  a  verb?  Next  we  shall  be  read- 
ing about  the  DJI  average  summiting 
to  new  highs.  Hold,  enough! 
— Da  rid  Trowbridge 
Bexley,  Ohio 
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Fidelity  USA. 


No  other  account  does  more  for  your  money. 


Introducing  the  Ultra  Service 
Account:  money  market  yields, 
unlimited  checking,  plus  the  essen- 
tial financial  services  you  need -all 
in  one  convenient  account.  And  the 
only  fee  you  pay  is  $3  a  month! 

Today's 
yields. 

•  All  cash  is  automati- 
cally invested  in  Fidelity 
Daily  IncomeTrust,  the  highly 
respected  money  market  fund. 


1 


Unlimited 
checking. 

Write  checks  for  any  amount  - 
no  minimum.  And  any  number  of 
checks.  No  extra  charge. 

Personalized  checks. 

Specially  printed  with  your  name 
and  the  Fidelity  USA  emblem. 
No  extra  charge. 

4 Cancelled  checks 
returned  to  you 
•with  statement. 

So  you  can  keep  for  your  permanent 
records. 


2 

nom 
checj 

3 


•Choice  of 
checkbooks. 

Select  wallet-style 
with  register  (free),  end- 
stub,  or  executive  three-per-page. 

Check-coding  system. 

Automatically  tracks  your 
•  spending  by  category  for  tax 
and  budgeting  ease. 


6 


7 


Discount  brokerage 
service. 

Save  up  to  70%*  on  commissions, 


even  more  if  you're  an  active  trader. 

8 Margin  borrowing 
I  privileges. 
•  Borrow  against  your  stocks  at 
low  margin  rates. 


MasterCard. 


Prestigious 
^gold  MasterCard 

Obtain  cash  at  any  MasterCard 
bank,  make  purchases  worldwide  at 
3  million  locations.  No  extra  charge. 


10. 

day  or  n 

11 

paymer 
dates  yc 

12 

stolen  ca 

13. 
14 

monthly  i 
a  clear  ov 

15. 


Pay-By-Phone. 

Pay  bills,  any  amount,  any  time 
day  or  night.  No  extra  charge. 

Automatic 
payments. 

>•  Regular  bills  (mortgage,  car 
payments,  etc. )  paid  automatically  on 
dates  you  select.  No  extra  charge. 

Credit  card 
security. 

f#  You  can  cancel  all  lost  or 
stolen  cards  with  one  toll-free  call. 

Direct  deposit. 

Paychecks  automatically 
deposited  in  your  account. 

The  Ultra 
statement. 

Easy-to-read 
monthly  statement  gives  you 
a  clear  overall  financial  picture. 

Easy 

transfer  of  funds. 

A  phone  call  moves  money 
from  your  bank  to  Fidelity  USA  or  vice 
versa.  Or  between  Fidelity  USA  and 
other  Fidelity  accounts. 

'Minimum  commission  $30. 00.  Based  on  1982  survey  of 
representative  full-cost  commissions.  Not  applicable  on 
underwritten  offerings  where  commission  is  fixed. 
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18. 
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locations, . 

20. 


Special  toll-free 
numbers. 

Do  all  your  business  over 
the  phone.  Call  24  hours  a  day 
for  current  interest  rates. 

Expert  account 
representatives. 

Complete  service 

and  account   ^ 

information  by 
specially 
trained  Fidelity 
USA  staff.  And 
at  27  Fidelity 
Brokerage 
branches 
nationwide. 

Professional 
accounts. 

Fidelity  USA  can  help  profes- 
sional people  earn  high  rates,  maxi- 
mize float,  simplify  tax  filings  and 
bookkeeping. 

ATM  access. 

Later  this  year,  you'll  be  able  to 
get  cash  at  automatic  teller 
locations,  24  hours  a  day,  7  daysa  week. 

More  to  come. 

New  features  and  technol- 
ogies will  be  continually 
added  to  keep  Fidelity  USA  the  most 
up-to-date  financial  service  available. 


ULTRA  SERVICE  ACCOUNT 

82  Devonshire  Street  Boston,  MA  02109 

Call  Free  (800)  225-6190 

In  Mass.  call  collect  (617)  523-1919 

□  YES.  please  send  me  information  about  the  exciting 
new  Fidelity  USA  account,  including  a  FDIT  prospectus. 
1  will  read  carefully  before  investing.  I  understand  the 
minimum  account  is  $10.000. 

|  Instead  send  me  information  on  □  a  money  market  fund 

that  has  a  $1,000  minimum  □  Fidelity's  money-saving 
1  discount  brokerage  services. 
|  Name  

I  Address  

I  City  

■ 

■State   


USE  COUPON  OR  CALL  ANY  FIDELITY  OFFICE  Atlanta,  GA  404-231-3456  □  Austin,  TX  512-346-3393  □  Beaumont,  TX  713-832-7956  □  Boston,  MA  617-423-01 16 
Chicago,  IL 312-726-3500  □  Clearwater,  FL 813-441-4508  □  Cleveland,  OH 216-566-1400  □  Dallas,  TX 214-263-7482  □  Dearborn,  MI 313-336-8866  □  Denver,  CO303-694-1680 
)arden  City,  NY  516-248-4060  □  Grand  Rapids,  MI  616-456-7741  □  Houston,  TX  713-960-0500  □  Kansas  City,  MO  816-474-4770  □  Los  Angeles,  CA  213-552-0047  □  Miami,  FL  305-371-9495 
Naples,  FL  813-263-4101  □  New  York,  NY  212-820-9700  o  New  Orleans,  LA  504-837-4600  □  Paramus,  NJ  201-967-9600  a  Phoenix,  AZ  602-264-9700  □  St.  Louis,  MO  314-727-6661 
San  Francisco,  CA  415-421-0813  □  SanJose.CA  408-371-9373  □  Sarasota,  FL  813-923-3881  □  Seattle,  WA  206-625-1414  □' Tulsa,  OK  918-627-1480 


What  if  you  choql 

as  a  busine 


AtKirke-VanOrsdel, 
HP  computer  networ) 
speeds  data  processii 
fivefold." 

Kirke-Van  Orsdel  in  Des  Mol 
Iowa,  is  one  of  the  nation's  hi 
insurance  broker/administral 
national  associations. 

Senior  Vice  President  Donal  I 
Brandt  says,  "Our  network  c| 
HP  3000  computers  has  enabl 
to  increase  our  business  voh| 
fold  in  just  five  years.  How? 
we  can  handle  data  five  timel 
than  with  our  previous  systel 
premiums  and  applications  I 
processed  the  same  day  theyl 
received.  Second,  computer! 
claims  processing  enables  oil 
juster  to  handle  over  100  clai  f 
per  day:  twice  the  claims  mol 
petitors  can.  And  third,  we  cl 
expand  the  network  without! 
programming. 

"With  the  HP  network,  we  hi 
gained  a  competitive  edge  inl 
service  and  price." 


ii:=i*ih: 


What  should  you  expect 
from  a  computer  partner? 

Quality — from  researching  cus- 
tomer needs  to  product  develop- 
ment, manufacturing,  marketing, 
after-sales  service,  and  support! 

Quality,  by  HP's  definition,  encom- 
passes more  than  the  product. 

This  high  quality  recently  was 


recognized  by  the  Union  of  Japa- 
nese Scientists  &  Engineers,  who 
awarded  a  coveted  Deming  Prize  to 
Yokogawa-Hewlett-Packard,  HP's 
joint  venture  company  in  Japan. 

YHP  offers  the  entire  spectrum  of 
HP  products  and  in  1981  accounted 
for  Japanese  sales  of  more  than  $200 
million.  Nearly  60  percent  of  the 
products  YHP  sells  are  imported 
from  HP  manufacturing  operations 


The  Deming  Prize:  for  outstar, 
merit  in  the  control  of  quality. 


lewlett  -  Packard 
omputer  partner? 


At  City  National  Bank, 
four  HP  computers  deliver 
mainframe  capability 
at  one-eighth  the  cost." 

The  Computer  Service  Division  of 
City  National  Bank,  in  Los  Angeles, 
sells  data  processing  services  to 
more  than  150  West  Coast  banks. 
Newton  Gore,  Sr.  Vice  President, 
says,  "We  use  four  HP  1000  comput- 
ers to  control  over  2,000  terminals  in 
our  distributed  data  processing  net- 
work. The  HP  systems  also  run  our 
Instant  Teller  Network  and  its  300 
automatic  teller  machines. 
"Of  the  vendors  we  considered, 
only  HP  offered  the  flexibility  we 
needed  to  build  a  network  that 
could  grow  with  our  business.  With 
the  HP  1000s,  we're  easily  accom- 
modating a  40  percent  annual 
growth  rate.  And  we're  getting 
mainframe  capability  and  perfor- 
mance at  one-eighth  the  cost. 

"Our  HP  systems  have  demon- 
strated 99  percent  uptime  for  three 
years.  That  kind  of  dependability, 
passed  on  to  our  customers,  gives  us 
a  quality  advantage  in  our  market." 


JS  and  abroad.  Conversely, 
Manufactures  and  exports 
i  products  to  HP  customers 
\out  the  world. 

il  quality  control  approach 
ich  YHP  was  awarded  the 
;  Prize  is  a  point  of  pride 
\out  HP.  Customers  in  every 
>the  world  should  expect 
as  a  fundamental  element  in 
•uter  partnership  with  HP. 


You  should  consider  a 
working  partnership  with 
HP.  Now. 

For  a  free  copy  of  our  brochure  ex- 
plaining HP's  practical,  proven  ap- 


proach to  meeting  your  long-term 
computer  and  information  needs, 
write  to  A. P.  Oliverio,  Senior  Vice 
President,  Marketing,  Dept.  207, 
Hewlett-Packard  Company,  P.O. 
Box  10301,  Palo  Alto,  CA  94303. 


When  performance  must 
be  measured  by  results 


HEWLETT 
PACKARD 


Kidder;  Feabody 
offers  tax-advantaged 
investments  that 
provide  income 
as  well  as  shelter. 

If  you're  in  a  position  to  need  shelter 
for  your  income,  you're  fortunate 
indeed.  But  even  the  most  fortunate 
can't  afford  to  take  imprudent  risks. 

Tax-advantaged  investments 
based  on  sound  economics  can  pro- 
vide many  benefits.  They  should,  of 
course,  offer  a  significant  reduction 
of  current  tax  liability  and  relief  from 
short-term  capital  gains  tax.  At  the 


same  time,  these  investments  should 
provide  for  the  conversion  of  ordi- 
nary income  into  long-term  capital 
gains  as  well  as  generate  appreciable 
tax-free  income  on  a  regular  basis. 
Most  importantly,  they  should  build 
greater  wealth.  But  there  are  so  many 
apparent  investment  opportunities 
available,  how  do  you  find  ones  that 
meet  your  specific  needs? 

At  Kidder,  Peabodyyou 
benefit  from  two  layers  of  thinking. 
From  stockbrokers  experienced  in 
helping  upper  income  individuals  get 
the  most  from  their  investable  dollars. 
And,  from  specialists  in  our  Tax 
Incentive  Group  and  our  Corporate 


Copyright  1983  Kidder,  Peabody  &  Co  IncorporaM 

Finance  Department.  Together,  these 
experts  identify  industries  that  are 
growing  noticeably  faster  than  the 
economy.  Then  they  originate  tax- 
advantaged  investments  that  meet 
both  Kidder,  Peabody's  stringent 
standards  and  those  of  our  clientele. 

Kidder,  Peabody  can  help 
tailor  tax-advantaged  investments  to 
fit  your  special  needs.  Simply  talk 
with  one  of  our  brokers  at  the  Kidder, 
Peabody  office  nearest  you. 


Kidder,  Peabody 
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60  offices  worldwide  /  Member  S1PC  


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WITHIN  THE  ADMINISTRATION,  WHETHER  PAUL  VOLCKER'S 

renamed  Federal  Reserve  chairman  this  summer  or  not  is  no  longer  the  question. 
Who  will  replace  him  is  what's  being  discussed.  And  is — almost — decided. 

ONE  ACCOMPLISHMENT  CAN  PUT  EPA  AT  A  PINNACLE 


In  the  26  months  of  the  Reagan  Administration,  the 
Environmental  Protection  Agency  has  been  whopped  by 
more  tornados  than  all  those  that  struck  the  whole  tor- 
nado belt,  from  Texas  to  Kansas  to  Illinois,  during  the 
same  period. 

But  the  EPA  can  come  up  smelling  like  a  rose — it  is  not 
often  charged  with  that  whiff  these  days — if  it  will 
promptly  come  up  with  means,  methods  and  places  for  a 
dozen  big  and  safe  dumps  for  toxic  wastes. 

A  number  of  technologies  to  do  just  that  exist. 

A  number  of  suitably  safe  sites  are  scattered  around  the 
country. 

ONE  WAY  TO  MAXIMIZE 

present  price  plunge  is  to  slap  on — right  away — a  per- 
barrel  import  fee  of  no  less  than  10  bucks  a  barrel.  Not  just 
$5  to  equal  the  immediate  price  decline,  but  at  least  a  $10 
fee  on  imported  barrels.  Not  only  would  that  cover  some 
probable  near-future  price  erosion,  but,  of  far  greater  sig- 
nificance, it  would  preserve  the  incentive  to  keep  drilling 
for  new  domestic  oil  sources.  And  maybe  make  us  more 
hesitant  to  abandon  all  of  the  many  well-along  undertak- 
ings to  develop  alternative  energy  sources. 


There  are  appropriated  funds  aplenty  at  hand. 

A  program  like  this  is  readily  accomplishable  with  the 
EPA's  present  authority,  buttressed  by  presidential  powers 
regarding  eminent  domain.  This  is  a  matter  of  eminent 
national  peril. 

It  takes  guts  and  leadership  of  the  old  New  Deal's 
General-Old-Iron-Pants-Johnson  sort  to  wrest  the  flourish- 
ing toxic-waste  racket  from  organized  crime  and  from  its 
own  disorganized  leadership.  Here's  a  piece  of  dramatic 
action,  direly  needed,  near-instantly  doable.  Here's  a  net- 
tle President  Reagan  will  gladly  grab  if  those  around  him 
will  hand  it  to  him. 

ONE  GOOD  FROM  OIL'S 

A  third  great  good,  of  course,  would  be  to  discourage  a 
swift  return  to  our  former  wastrel  ways  of  burning  up 
gasoline  and  oil. 

There's  a  fourth  compelling  reason:  The  government, 
faced  with  that  incomprehensible  deficit,  could  use  addi- 
tional revenue.  Collecting  from  this  source  would  be  doing 
much  good  and  no  harm. 

Mr.  President,  here's  another  one  you  can  bat  right  out 
of  the  park. 


YES,  VIRGINIA,  THERE  REALLY  IS  A  WILLIAM  BAXTER 


Even  that  devastatmgly  funny,  satirizing  skitster  Chevy 
Chase  couldn't  have  thought  what  William  Baxter,  chief 
of  the  Justice  Department's  antitrust  division,  said  about 
"a  good  prophylactic  measure"  to  abort  any  conceivable 
price-fixing  embryos.  Every  chief  executive  would  have 
to  tape  every  telephone  conversation  with  any  and  every 
other  chief  executive. 

Declaimed  trustbuster  Baxter:  "I  don't  want  them  even 


calling  each  other  up  to  discuss  their  golf  scores." 

Or,  presumably,  their  business  round-table  recommen- 
dations sought  by  U.S.  Presidents. 

Or  to  seek  to  sell  their  services  or  products  to  the  bosses 
of  the  biggest  possible  customers. 

Or  to  persuade  each  other  to  take  tables  for  the  multiple 
Worthy  Causes  their  companies  so  significantly  support. 

It  is  mind-boggling  to  think  that  even  a  bureaucrat 
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could  propose,  with  apparent  seriousness,  such  silliness. 

Bold  Baxter  the  Buster  says  his  Writ  of  Phone-Call 
Proscription  is  not  related  to  the  suit  he's  filed  against 
American  Airlines  President  Robert  Crandall.  Before  Bran- 
iff  Airways  went  belly  up  as  a  result  of  the  industry's  fare 
fratricide,  its  CEO  Howard  Putnam  secretly  recorded  a 
carefully  baited  telephone  conversation  with  competing 
American  Airlines'  Crandall  during  the  period  both  were 
bleeding  profusely  from  slashed-fare  veins. 

After  exchanging  expletive-studded  complaints,  Mr. 
Putnam  asked  if  Crandall  had  any  thoughts  on  how  to  end 


their  mutual  hemorrhaging:  "Do  you  have  a  suggestion  for 
me?"  Replied  Mr.  Crandall,  "Yes,  1  have  a  suggestion  for 
you.  Raise  your  goddamn  fares  20%." 

With  airline  lenders  and  suppliers,  worried  government 
agencies  and  most  of  us  in  the  business  of  punditing  on 
business  leadership  all — unsuccessfully — urging  airlines 
to  stop  the  insane  fare-cutting  before  the  whole  industry 
was  bankrupt,  it  was  hardly  a  crime  to  make  such  an 
obvious  observation  in  answer  to  a  sneaky  question. 

I  am  sure  Mr.  Baxter's  suit  will  be  lost  and  forgotten  long 
before  the  jokes  arising  from  his  suggested  ban-the-phone 
profundity  cease  to  get  laughs. 


WITH  THE  FINALE  OF  M*A*S*H  A  RECORD  BREAKING  SMASH 

the  only  question  is  not  if,  but  when,  M'A'S'H  II  starts. 
By  any  other  name,  it  wouldn't  be  the  same. 


UNDO  THE  UNDOING  THAT 

Landmarks  are  not  meant  for  razing, 
even  30-year-old  contemporary  ones. 
Look  how  we  now  worship  50-year-old 
art  deco  artifacts.  In  the  Big  Apple,  spec- 
ulating developers  now  want  to  tear 
down  Lever  House.  It  brought  back  recol- 
lections of  something  I  wrote  here  12 
years  ago: 

"It's  not  often  that  a  man's  undoing 
can  be  his  making.  But  that's  the  case 
with  Charles  Luckman.  Passing  by  the 
Lever  building  the  other  day  reminded 
me  of  his  unique  story. 

"A  whiz  at  soft-soaping  soap  buyers, 
Charles  Luckman  was  cleaning  up  as 
CEO  of  Lever's  U.S.  operations — until  he  started  devoting 
too  much  time  to  the  design  and  construction  of  their  new 
corporate  headquarters  at  East  52nd  Street  and  Park  Ave- 
nue. Under  his  inspired  guidance,  this  extraordinarily 


WAS  LUCKMAN'S  MAKING? 

handsome  building  turned  out  to  be  the 
first,  and  one  of  only  two,  beautiful 
postwar  Park  Avenue  structures. 

"Luckman's  architectural  triumph 
apparently  was  at  the  cost  of  share  of 
the  soap  market  for  Lever  Brothers,  and 
he  was  squeezed  out.  From  the  clean 
skin  and  teeth  business,  Luckman  went 
west  and  hung  out  his  shingle  as  an 
architect.  Charles  Luckman  Associates 
subsequently  became  one  of  the  most 
successful  major  architectural  firms  in 
the  country." 

Fortunately,  what  with  the  owners  of 
the  turf,  those  that  leased  rights  to  the 
building,  Lever's  lease  with  26  years  to  go,  and  its  hopeful- 
ly soon-to-be-confirmed  landmark  status,  the  would-be 
wreckers  may  not  be  able  to  bulldoze  their  way  to  clearing 
away  Lever  House. 


BORN  AGAIN  VANITY 

From  1913  to  1936  no  publication  better  captured,  re- 
flected, inspired  the  haut  monde  and  bons  mots  of  those 
two  whirling  decades  that  ended  during  the  Great  Depres- 
sion. As  the  current  great  Recession  is  ending,  if  its  first 

issue  is  a  fair  measure,  reborn 
Vanity  Fair  won't  be  long  in 
once  again  reflecting  and  setting 
the  tone  of  and  for  our  cultural 
tune-callers. 

With  a  luminous  editor-writ- 
er galaxy  covering  the  gamut  of 
events  and  arts,  Vanity  Fair  will 
give  shining  competition  to 
venerable   New   Yorker.  The 


IP  FAIR 


FAIR  HERE  TO  STAY 

gone  Conde-Nast-ers  will  be  trumpeting  the  present  ones 
to  their  cloudmates. 

Speaking  of  the  stars  twinkling  in  this  first  issue,  one  of 
the  brightest  is  photographer 
Richard  Avedon.  Those  faces 
"In  The  American  West"  are  for 
real.  This  one  of  Red  Owens, 
"Motorman,  Velma,  Oklaho- 
ma," is  so  Van  Gogh-like,  so 
reminiscent  of  that  artist's  self- 
portrait,  that  one  realizes  anew 
what  a  fantastic  portrayer  that 
mad-genius  painter  was. 
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HERSCHEL  WALKER  PROVES  VALUE  OF  EDUCATION 


The  University  of  Georgia  ought  to  be  super  proud  that 
one  of  their  undergraduates,  by  his  junior  year,  is  now 
worth  $4.5  million  as  a  result  of  what  Georgia  did  for  him 
(not  to  mention  what  he  did  for  them). 

How  many  who  stay  the  full  four  years  and  get  the 
parchment  can  come  anywhere  near  such  a  success  in  a 
whole  lifetime? 

Those  frothing  apoplectically  over  the  "ethics"  of  a 
college  sports  star  undergraduate  openly  getting  the  mon- 
ey he's  worth  are  providing  the  rest  of  the  country  with 
hearty  chuckles. 

These  really  big-time  college  teams  recruit  with  merce- 
nary and  psychological  ruthlessness  throughout  our  high 


schools.  Their  captured  sports  stars  keep  their  stadiums 
full.  Their  bagged  lads  get  tender  attention  to  every  need — 
including  any  need  to  lose  sleep  over  any  homework  that 
is  unrelated  to  their  sport. 

The  only  difference  for  Herschel  Walker  as  a  school  and 
college  star  and  now  as  a  player  for  the  U.S.  Football 
League  will  be  in  the  number  and  sum  of  emoluments. 

His  success  story  should  be  an  inspiration  to  the  thou- 
sands in  high  schools  and  the  hundreds  in  colleges  who 
aspire  to  go  and  do  likewise.  Walker's  the  example  par 
excellence — to  date — of  success  for  students  in  one  impor- 
tant department  of  U.S.  education. 

A  great  recruiting  poster  for  the  University  of  Georgia! 


MOVIES 


•  The  Lords  of  Discipline — In  this  military  academy  the 
concept  of  honor  is  stood  on  its  head  as  a  viciously  wicked, 
secret  hard  core  perpetrates  rednecked  tyranny.  Plenty  of 
suspense,  good  acting.  The  Good  Guys  emerge  totally 
triumphant  over  the  warped  School  Ring  worshipers. 

•  Muddy  River — This  grainy,  black-and-white  film  of 
the  friendship  between  two  seven-year-old  Japanese  boys 
couldn't  have  cost  $100,000  to  make.  In  its  depiction  of 
family  life  and  the  struggle  for  living,  there  is  a  haunting 
flavor  of  moving,  unadorned  reality.  It  may  be  hard  to  find 
where  this  non-Spectacular  is  showing,  but  make  the 
effort  to  see  it.  The  Year  of  Living  Dangerously — 
Despite  the  confusion  caused  by  too  many  themes  and 

CONVERSATION  INTENDED 

to  impress  does  indeed — in  exactly  the  opposite  way. 


crosscurrents,  this  Big  Budget  production  does  convey  the 
tension  that  eventually  erupts  into  brutal  bloodshed  when 
merciless  leftists  shoot  it  out  with  revengeful  rightists. 
We've  forgotten  the  tens  and  tens  of  thousands  so  vicious- 
ly killed  when  Indonesian  dictator  Sukarno  tried,  with  the 
aid  of  the  Communist  Party,  to  retain  power  in  an  over- 
whelmingly Moslem  country.  #  Yes,  Giorgio — Would 
you  believe  I  saw  this  (sort  of)  three  times  in  one  week?  It's 
so  awful,  even  the  breed  would  be  insulted  if  you  called  it  a 
turkey.  Yet  here  we  were,  high  in  the  air  flying  to  the  West 
Coast  and  on  to  Fiji,  when  Yes  showed  up  on  both  legs  of  the 
trip.  Coming  back  a  week  later,  ditto.  Anyone  who  can 
avoid  it  and  doesn't  is  dotto. 

NOT  TOPPING  ANOTHER'S  TALE 

is  what  makes  you  a  welcomed  conversationalist. 


The  Golf  Course 

S.  Cornish  and  Ronald  E.  Whitten 
(Rutledge  Press,  $35).  In  the 
words  of  Forbes  Publisher  Jim 
Dunn  (10-handicap),  the  unique- 
ness, the  challenge  and  the  beau- 
ty of  the  golf  course  itself  are  key 
elements  in  "making  the  game  so 
appealing  to  so  many  of  us.  Base- 
ball, football  and  soccer  fields,  basketball  courts  and  hock- 
ey rinks  just  do  not  have  such  appeal."  The  first  half  of  this 
book  colorfully  traces  the  evolution  of  golf  architecture. 
The  second  half  pedigrees  in  detail  every  course  you're 
ever  apt  to  ever  hear  of. 

Excerpt:  As  the  ocean  receded,  sandy  fields  formed. 
Golf  evolved  over  five  centuries  in  Scotland,  on  these 
fields  or  links  along  the  estuaries  of  the  rivers  Eden, 
Tay  and  Forth,  endowing  the  game  with  a  mystical 
link  to  sand. 


BOOKS 

by  Geoffrey  Their  Noble  Lordships:  Class  and 
Power  in  Modern  Britain — by  Simon 
Winchester  (Random  House, 
$14.50).  This  occasionally  amusing 
volume  sorts  out,  for  anyone  who 
possibly  could  care  that  much,  the 
caste  system  among  Britain's  Titled. 
The  author's  efforts  to  portray  them 


Their  NoNe 
m  Lordships 


as  having  considerable  real  power 

beyond  their  Social  influence  are  unconvincing. 

Excerpt:  After  his  brilliant  handling  of  the  cavalry  in  the 
field  [at  Waterloo]  that  June  day,  the  Earl  of  Uxbridge  was 
riding  off  to  camp  with  the  Duke  of  Wellington,  to  whom 
he  had  been  second  in  command,  when  a  stray  round  of 
grapeshot  smashed  his  right  leg  into  pulp.  The  Earl  is 
renowned  as  having  said  to  the  Duke:  "By  God,  sir,  I've 
lost  my  leg!"  and  Wellington,  taking  a  spyglass  from  his 
eye,  looked  across  at  his  wounded  colleague  and  retorted: 
"By  God,  sir,  so  you  have!"  and  calmly  resumed  his 
scrutiny  of  the  retreating  Napoleonic  forces. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Fierce  Competitor 

That  [American  Airlines'  Robert] 
Crandall  should  be  the  target  of  a 
price-fixing  suit  is  ironic.  He  is  reputed 
in  the  industry  to  be  a  fierce  competi- 
tor. In  the  late  1970s,  when  the  indus- 
try was  first  deregulated,  Mr.  Crandall 
had  American  introduce  Super  Saver 
fares,  which  provided  discounts  of  up 
to  40%  off  regular  fares.  The  move 
touched  off  the  biggest  price-cutting 
war  in  the  industry's  history. 

But  Mr.  Crandall  openly  stated  his 
opinion  that  Braniff's  price  cuts, 
which  carried  no  restrictions  such  as 
advance  purchase  requirements,  were 
suicidal.  A  few  months  later,  Braniff 
entered  bankruptcy  proceedings. 

— Wall  Street  Journal 

Hollowed  Movie 

Tempest  is  an  absurd  movie,  but 
what  an  artifact!  It  takes  a  high  degree 
of  civilization  to  produce  something 
so  hollow. 

— Pauline  Kael,  New  Yorker 

The  Point  of  IMF 

The  Administration's  strongest 
spokesman  [for  the  International 
Monetary  Fund]  is  Treasury's  Regan. 
He  points  out  that  the  U.S.  drew 
upon  IMF  resources  18  times  in  the 
1960s  and  6  times  in  the  1970s,  for  a 
total  of  $6.5  billion.  Regan's  chief 


point:  Unless  the  IMF  provides  mon- 
ey, private  banks  will  sharply  curtail 
their  lending  overseas  and  in  the  U.S., 
and  that  would  spell  disaster  on  a 
global  scale.  Whether  the  politicians 
like  it  or  not,  the  bankers  have  reality 
on  their  side. 

—Time 

Invitation  To  Cheat 

The  Swedish  honesty  has  been  a 
pride  for  me  and  my  generation.  Now 
I  have  the  feeling  that  we  are  becom- 
ing a  people  of  hustlers  as  a  result  of 
bad  laws.  Of  all  the  deficiencies  of  our 
income  tax  system,  for  me  the  most  is 
that  the  laws  directly  invite  us  to  tax 
evasion  and  tax  cheating. 

— Gunnar  Myrdal,  Swedish 
economist,  Los  Angeles  Times 

Fred?? 

Senator  Alan  Cranston  of  Califor- 
nia argued  that  he  should  be  taken 
seriously  as  a  contender  [for  the 
Democratic  Presidential  nomina- 
tion], boasting  of  past  successes  in 
fundraising,  television  commercials 
and  staffing.  But  what  seemed  to  be 
a  minor  coup  went  flat.  Mr.  Cran- 
ston impressed  the  politicians  by  ar- 
ranging to  be  introduced  by  David 
Nagle,  the  state  party  chairman 
from  Iowa,  which  has  the  first  cau- 
cus in  the  country.  Then  he  dis- 


pelled any  notion  of  political  inti- 
macy by  twice  calling  him  "Fred." 

— New  York  Times 

Fear  of  Volcker 

There  is  no  way  of  knowing  at  the 
moment  whether  the  bond  market  is 
more  troubled  by  its  own  "inflation- 
ary expectations"  or  by  Mr.  Volcker's, 
by  its  own  fears  of  future  inflation  or 
by  a  fear  of  what  Mr.  Volcker  will  do 
because  of  his  fear  of  future  inflation. 

— Irving  Kristol, 
Wall  Street  Journal 


The  two  parties  have  shown 
they  can  save  Social  Securi- 
ty by  compromise.  One 
guesses  they'd  think  the  na- 
tion's defense  was  just  as 
important. 

— Morton  Kondracke, 
Executive  editor.  New  Republic 


Even  Charbroiled 

Sirs:  What's  the  big  deal  about  skeet 
shooting,  anyway?  The  damn  things 
taste  terrible. 

— Marvin  Stecker 
Nouveau  Riche  Ave. 
The  Hamptons 
National  Lampoon 

Yuri's  Vest  Sleeves 

Secretary  of  State  George  Shultz 
commenting  on  Yuri  Andropov's  pro- 
posal to  keep  Soviet  medium-range 
missiles  in  Europe  while  blocking  de- 
ployment of  any  new  American  mis- 
siles: "If  somebody  had  made  that  to 
me  when  I  was  a  businessman,  I 
would  have  said  he  proposed  to  give 
me  the  sleeves  from  his  vest." 

— press  reports 

Mistress  or  Wife 

"It's  much  more  fun  to  be  a  mis- 
tress," said  Susan  Mary  Alsop.  "It's 
much  easier,  and  after  all,  you  can 
also  do  both." 

"I  love  being  a  wife,"  said  Douglas 
Auchincloss'  wife,  K.K.  "I  seem  to  be 
one  all  the  time,"  said  Auchincloss, 
who. has  been  married  four  times.  "I 
think  everyone  should  try  to  arrange 
it — continuously." 

Drue  Heinz  sided  in  K.K.'s  court. 
"I'd  rather  be  a  wife.  The  other  is  so 
wearing.  But  I'd  rather  be  a  mistressy 
kind  of  wife.  You  have  to  keep  your 
husband  guessing." 

— quoted  in  W 
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Ma/iq  Word  Procntino 


Information  Retrieval  and  Nana«M*nt 


Powerful  and  Adaptable 


-  Unique.  Hovtble  Art 


Are  you  serious  about 
uying  a  personal  computer 

far  your  office?  Or  do  you 
want  to  play  games? 


We  started  building  compu- 
ters and  word  processing  sys- 
tems for  the  office  when  most 
computer  companies  were  still 
building  computers  for  the 
backroom.  And  ever  since, 
Wang  has  been  the  leader  in 
office  automation. 

Now  we've  put  all  that  experi- 
ence to  work,  with  the  introduc- 
tion of  the  Wang  Professional 
Computer-a  computer  so 
advanced  in  capability  and  de- 


sign, it's  like  no  other  personal 
computer  you've  seen. 

In  data  processing,  the  Wang 
Professional  Computer  is  faster 
than  any  other  personal  com- 
puter we've  tested.*  Fasterthan 
IBM.  Fasterthan  Apple  lie. 
Faster  than  DEC  Rainbow. 

What's  more,  with  the  Wang 
Professional  Computer  you 
can  have  unsurpassed  commu- 
nication capabilities  and  up  to 
640KB  in  memory.  It  even  gives 


you  more  "help"-a  feature  that 
lets  you  access  computer-aided 
instruction  right  in  the  middle  of 
any  operation  and  then  go  right 
back  to  where  you  left  off. 

Wang  also  gives  you  a  choice 
of  the  most  popular  software - 
including  Wang  Word  Process- 
ing, the  number  one  word 
processing  in  the  world. 

The  Wang  Professional  Com- 
puter. In  the  race        \\r    ^tl.  t      •       %n  i. 

to  office  auto    1  lie  Wang  Professional  Computer. 

®  1983  Wang  Laboratories,  Inc. 
"Benchmarks  using  CPU  intensive, interpretive  basic  programs. 


mation,  it  makes  the  competition 
look  like  they  haven't  even  started. 

For  more  information  on  the 
Wang  Professional  Computer, 
call  1-800-225-9264. 
Or  write  to  Wang 
Laboratories,  Inc. 
Business  Executive 
Ctr,  One  Indus- 
trial Avenue,  iW^t^^JSSEJ™ 
Lowell,  MA  01851.  WW$&m 


The  Office  Automation  Computer  Company 


IF  YOU'RE  ON 
THE  PHONE  A  LOT, 
THE  CALLING  CARD 

HELPS  A  LOT. 


fct  <gpP 


"When  I'm  not  on  the  controls. . .  I'm  on  the  phone. 


H- Bonnie  Tiburzi,  Pilot, 
American  Airlines. 


"My  work  requires  a  lot  of  travel. 
In  fact,  it  really  keeps  me  flying. 

"That  goes  for  when  I'm  on  the 
ground,  too. 

"So  when  I'm  not  in  the  air,  I'm  on  the 
phone.  And  now  I've  found  a  great  way  to 
help  make  all  my  connections- the  Calling 
Card  from  Bell. 

"Wherever  I  land,  the  Calling  Card  is 
the  fastest,  easiest  and  cheapest  way  to 
make  most  calls.  There's  no  charge  for  the 
Calling  Card,  and  you  can  use  it  just  about 
anywhere  you  fly. 

"Even  if  you're  not  the  pilot." 

HOWITWORKS:~ 

1.  You  get  your  own  private  Calling  Card 
number. 

2.  You  won't  have  to  wait  anymore  while 
an  operator  verifies  your  billing  to  a  third 
number  or  collect. 

3.  After  you  dial  your  call,  just  enter  your 
Calling  Card  number  if  you're  in  an  area 
that's  automated-or,  if  not,  just  tell  it  to  the 

operator. 

4.  When  you  have  many  calls  to 


make,  you  can  do  it  even  faster  now.  Just 
one  extra  touch  charges  each  call. 

5.  You'll  pay  less.  On  most  interstate  calls 
you're  charged  a  lower  rate  than  billing 
them  to  a  third  number,  calling  collect  or 
even  using  coins. 

6.  You'll  get  all  your  Calling  Card  calls 
itemized  on  one  monthly  statement. 

HOW  TO  GET  YOURS: 

It's  as  simple  as  using  it.  To  order,  just  call 
your  local  Bell  business  office.  There's  no 
charge  for  the  Card.  You  can  get  Cards  for 
other  family  members,  too. 


Bonnie  Tiburzi 
New  York,  NY 


® 


Cal/ingCard 


Bell  System 


311  555  3412  1111 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


A  POLITICALLY 

President  Reagan  should  veto  the  so-called  jobs  bill  that 
Congress  will  soon  put  on  his  desk.  The  President's  advis- 
ers are  telling  him  that  signing  this  legislation  would 
defuse  criticism  that  he  is  not  caring  enough  about  those 
who  are  unemployed.  But  Mr.  Reagan  does  care,  and  he 
doesn't  need  to  sign  an  attractively  labeled  but  flawed 
piece  of  legislation  to  prove  it. 

Instead,  the  President  should  go  on  television  and  say 
that  this  supposedly  helpful  bill  is  simply  another 
example  of  the  pork  barrel  spending  that  has  so  unbal- 
anced our  government  finances.  He  should  emphasize 
that,  despite  its  ostensible  purpose,  it  won't  create  new 
jobs.  He  might  quote  one  liberal  Democratic  congress- 
man who  said,  "To  call  this  a  jobs  bill  is  to  mislead 


SMART  VETO 

millions  of  people  who  are  out  of  work." 

The  President  could  point  out  that  the  economy  right 
now  is  starting  to  generate  new  jobs,  jobs  that  are  real  and 
productive.  He  should  publicly  challenge  Speaker  O'Neill 
to  make  a  bet  with  him  that,  left  to  its  own  devices,  the 
economy  will  provide  up  to  2  million  new  jobs  by  year- 
end,  which  would  be  about  7  times  what  this  particular 
bill  promises.  The  President  might  add  that  these  jobs  bills 
always  become  effective  when  they're  least  needed,  i.e., 
when  a  recovery  is  already  under  way. 

Such  a  veto  and  veto  message  would  prevent  the  Demo- 
crats from  claiming  any  credit  for  the  robust  recovery  that 
we  will  get  in  1983.  The  kudos  would  go  where  they 
belong — the  Oval  Office. 


WHY  WERE  WE  GOLDBUGS 


delighted  with  the  recent  fall  in  the  price  of  the  barbarous 
relic?  Because  it  meant  that  the  markets  thought  more 
money  could  be  made  owning  bonds  and  stocks  than 
holding  the  yellow  metal.  It  meant,  in  short,  a  growing 
confidence  in  the  integrity  of  the  greenback,  a  monumen- 
tally important  development,  given  what  has  happened  in 
the  past  15  years.  If  this  confidence  holds  and  grows,  the 
pace  of  the  economic  recovery  now  getting  under  way  will 
exceed  even  this  optimist's  expectations. 

The  main  job  of  the  Federal  Reserve  is  to  provide 
enough  money  so  that  it  can  be  used  productively  in  the 
economy.  Too  much  money  creates  inflation,  and  too 
little,  deflation. 

Commodities  are  the  best  barometer  of  how  well  the 
Fed,  or  any  other  central  bank,  is  doing  its  job.  When 
commodity  averages  soar,  that's  a  sure  sign  of  inflation; 
that  was  the  pattern  of  the  1970s.  If  commodity  prices 
collapse,  as  they  did  in  1980-82,  that's  the  signal  of  an 
overly  tight  squeeze  on  credit;  real  interest  rates  go 
through  the  roof. 

Gold  is  the  most  sensitive  barometer  of  all. 

Unlike  other  commodities,  it  is  used  almost  entirely  for 
monetary  purposes,  or,  as  economists  would  put  it,  a  store 
of  value.  It  isn't  eaten,  it  isn't  burned  for  energy;  relatively 


little  of  it  is  used  for  jewelry  or  for  industrial  purposes. 

You  can't  mass-produce  gold  the  way  you  can  wheat  or 
pork  bellies  or  cars  or  paper  money.  Despite  all  the  ad- 
vances of  technology,  gold  production  increases  an  average 
of  about  2%  a  year.  Numerous  academic  studies  show  that 
gold's  real  purchasing  power  has  been  remarkably  stable 
over  the  centuries.  The  huge  discoveries  of  California  in 
the  1840s  and  South  Africa  in  the  1890s,  for  instance,  led 
to  "inflation"  of  only  2%  to  3%  per  annum.  In  real  terms, 
gold  is  worth  just  about  as  much  today  as  it  was  a  thousand 
years  ago.  What  fluctuates  is  not  so  much  the  value  of  gold 
as  the  value  of  currencies  vis-a-vis  the  yellow  metal.  This 
is  a  subtle  but  critically  important  point. 

The  barbarous  relic  did  not  suddenly  become  unstable 
during  the  past  15  years.  It  was  the  continuous  changes  in 
the  perception  of  the  dollar's  current  and  future  worth  that 
made  gold  appear  so  volatile. 

Gold  vaulted  to  $500  an  ounce  from  its  low  of  $300  this 
past  summer  in  large  part  because  people  thought  the  Fed 
was  returning  to  its  inflationary  practices  of  the  past.  It 
wasn't  doing  that;  at  least  it's  not  doing  that  now. 

One  way  to  shatter  the  new  confidence  in  the  dollar  and 
send  the  gold  price  zooming  would  be  to  replace  Volcker 
with  the  economic  equivalent  of  a  political  hack. 
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THE  METROMATIC  LIFE  INSURANCE  PROGRAM 

IT  WON'T  COST  YOUR  COMPANY  TO 
SHOW  YOU  CARE  ARUUT  YOUR  EMPLOYEES. 


Metromatic  is  one  insurance 
program  that  your  employees  will 
really  appreciate.  And  you  can 
offer  it  at  no  premium  cost  to  your 
company. 

Even  if  you  already  have  a  group 
plan,  you  can  offer  your  employees 
the  option  of  acquiring  Metropolitan 
permanent  whole  life  insurance  for 
themselves,  their  spouses,  and  chil- 
dren—at a  lower  premium  than  they 
would  pay  if  they  were  buying  it  on 
their  own. 

They  can  keep  their  insurance 
at  the  same  discounted  premium 
for  as  long  as  they  live,  even  if  they 
leave  your  company.  In  addition, 


Metropolitan's  permanent  insurance 
continues  to  build  cash  value. 

There  is  no  limit  to  the  number  of 
eligible  employees  who  can  be  en- 
rolled, and  Metromatic  is  available 
to  companies  large  and  small. 

With  Metromatic,  Metropolitan 
handles  the  details  for  you.  As  one 
of  the  largest  insurers,  we  have  offices 
across  the  country.  So  our  experienced 
staff  can  come  to  your  company  to 
discuss  coverage  options  with  your 
employees  and  enroll  them.  We 
just  ask  that  you  arrange  to  have  the 
premiums  automatically  deducted 
from  your  payroll. 

Your  employees  pay  less.  Essen- 


tially your  only  expense  is  setting  up 
the  payroll  deductions.  We  do  the 
rest  of  the  work.  That's  Metromatic. 

If  you'd  like  this  program  for  your 
company,  or  if  you  have  any  questions, 
please  call  your  local  Metropolitan 
representative  or  write  to  Metromatic 
Unit,  Metropolitan  Life  Insurance 
Company,  One  Madison  Avenue, 
New  York,  N.Y  10010. 

Metropolitan  believes  helping  em- 
ployees can  be  good  for  companies. 


5<  Metropolitan 

Sm  j»  a3   Insurance  I  Companies 


METROPOLITAN  REALLY  STANDS  BY  Y00. 


1 1983  Metropolian  Life  Insurance  Company.  NY.  NY 
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What's  Ahead  for  Business 
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Edited  by  Thomas  O'Donnell 


Look  for  the  recovery 
to  gather  steam  as 
the  year  wears  on 


Why  capital  spending 
will  be  much 
healthier  than 
pessimists  contend 


Interest  rates  will 
continue  to  fall  while 
the  economy  rises 


GETTING  BOTH  OLDER  AND  BETTER 

It  looks  like  a  good  Christmas  this  year.  The  consensus  among 
economists  seems  to  be  that  real  GNP  will  grow  at  about  a  5%  rate 
during  the  first  half  and  then  drop  off  to  4%  or  less  in  the  second. 
What's  Ahead  disagrees.  We  think  the  pickup  will  gain  strength,  not 
lose  it,  as  the  year  wears  on,  with  the  growth  figure  swelling  to  6%  in 
the  latter  months. 

The  necessity  of  rebuilding  inventories  virtually  guarantees  that  this 
will  happen:  Businesses  will  not  only  have  to  expand  the  supply  to 
meet  growing  demand,  they  will  also  have  to  restore  depleted  inven- 
tories. In  last  year's  fourth  quarter,  businesses  liquidated  some  $44 
billion  in  inventories. 

The  expanding  economy  will  boost  corporate  earnings  by  30% 
this  year,  what  with  most  businesses  having  shed  a  lot  of  fat  during  the 
scarier  phases  of  the  recession.  This  will  do  wonders  for  business 
morale  and,  ultimately,  lead  to  a  pickup  in  capital  spending.  Capital 
spending  when  there  is  so  much  unused  capacity  around?  Yes.  Here's 
why:  "Those  who  worry  about  weak  capital  spending  are  ignoring  how 
the  economy  has  changed,"  points  out  consulting  economist  Morris 
Cohen.  Today  capital  spending  does  not  necessarily  mean  building 
steel  mills  or  manufacturing  plants.  Increasingly,  it  means  the  buying 
or  leasing  of  computers,  telecommunications  and  other  high-technolo- 
gy equipment.  "When  high  corporate  profits  start  rolling  in,  spending 
on  such  things  will  take  off,"  says  Cohen.  With  profits  rising  at  a  lively 
clip  and  depreciation  flow  already  heavy,  many  businesses  will  be  able 
to  handle  increased  capital  needs  out  of  cash  flow. 

Added  fuel  for  economic  expansion  will  be  this  spring's  unusually 
large  tax  refund.  The  refund  will  be  big  because  1982  withholding  tax 
schedules  did  not  fully  reflect  the  midsummer  10%  tax  cut.  And  this 
July,  just  as  the  effect  of  the  1982  refund  fades,  the  third  and  final  10% 
cut  will  come  in. 

What  we're  saying  is  simply  this:  The  pickup  will  gain,  not  lose, 
momentum,  as  it  rolls  on.  What  about  the  fear  that  interest  rates  will 
start  rising  again  and  nip  the  recovery?  Such  fears  ignore  the  political 
realities.  The  Federal  Reserve  will  not  cut  back  on  the  money  supply 
and  push  rates  up.  The  central  bank  will  continue  to  accommodate  the 
recovery  with  an  expansionary,  but  sensible,  monetary  policy.  Nor 
will  demand  for  credit  be  so  explosive  that  the  Fed  will  have  to  choose 
between  falling  interest  rates  and  inflation.  What's  Ahead  called  corpo- 
rate treasurers  to  discover  how  heavily  they  would  be  borrowing,  and 
here  is  what  we  found:  Of  those  that  have  not  already  swapped  short- 
term  debt  for  long,  few  now  have  plans  to  do  so.  "With  the  short  rate 
[commercial  paper]  at  8.5%  and  the  long  rate  at  11%  or  more,  many 
feel  that  going  long  makes  little  sense,"  says  Karol  Emmerich,  treasur- 
er of  Dayton-Hudson.  In  other  words,  it  is  highly  unlikely  that  a  credit 
crunch  will  develop  to  spoil  the  recovery. 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 
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Nothing  but  good  news.  The  Forbes  Index  has  risen  for 
the  fifth  consecutive  time.  All  the  elements  necessary  for 
a  strong,  sustainable  recovery  are  falling  into  place. 

Inventories  dropped  by  1.7%  during  the  latest  report- 
ing period,  following  a  1.3%  dip  a  month  earlier. 
Manufacturers'  new  orders  jumped  by  5.4%,  as  rising 
demand  prompted  buyers  to  restock  bare  shelves.  Rising 
demand  is  also  causing  companies  to  rehire,  a  big  reason 


initial  unemployment  claims  were  down  6.7%  in  January. 

Although  the  economy  is  clearly  heating  up,  inflation- 
ary fires  are  not  being  rekindled.  The  Consumer  Price 
Index  was  up  a  scant  0.2%,  while  the  increasingly  impor- 
tant service  sector  index  increased  by  just  0.7%.  Those 
low  figures  indicate  that  consumers,  whose  personal  in- 
come was  up  1%  in  January,  are  beginning  to  spend  but 
are  not  significantly  bidding  up  prices. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the  240 
amount  of  consumer  installment  debt  outstanding. 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 


Unemployment  claims  (thousands 
seasonally  adjusted  (Dept.  of  Labor) 


Retail  store  sales  |$billions) 

seasonally  adiusted  |Dcpt.  of  Commerce) 


Consumer  installment  credit  (SbUlions) 
total,  seasonally  adjusted  (Federal  Reserve) 
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Regency  Club>js  the  ultimate 
touch  of  Hyatt! 

Most  Hyatt  Hotels  have  a  Regency 
Club  In  a  separate  part  of  the  hotel  for 
those  guests  whose  requirements  of 
travel  comfort  and  personal  service 
exceed  even  the  Hyatt  standard  of 
lodging  excellence.  Complimentary 
hors  d'oeuvres  and  beverages  are 
available  throughout  the  day  and 
there  is  a  special  Cdncierge  for 
Regency  Club  guests. 

Regency  Club  accommodations 
are  available  for  a  modest  additional 
charge.  Call  your  travel  planner  or 
800  228  9000  for  a  reservation  at 
Regency  Club  at  Hyatt  Hotels. 


Regency  Club 

at  HYATT  HOTELS 


Atlanta    Austin    Baltimore    Birmingham    Boston/Cambridge    Chicago/Illinois  Center    Chicago/O'Hare  International  Airport 
Chicago/Oak  Brook    Columbus    Dallas    Dearborn    Flint    Greenville    Honolulu    Houston    Indianapolis    Kansas  City    LakeTahoe  Lexington 
Los  Angeles/ Broadway  Plaza    Los  Angeles/Wilshire    Louisville    Maui    Miami    Milwaukee    Minneapolis    Montreal    Nashville    New  Brunswick 
New  Orleans    Oakland    Pittsburgh    Richmond    San  Antonio    San  Francisco/Burlingame    San  Francisco/Embarcadero  Center 
San  Francisco/Union  Square    SanJose    Sarasota    Savannah    Tampa    Vancouver    Washington,  D.C/Capitol  Hill 
Washington,  D.C./Crystal  City   West  Palm  Beach  Winston-Salem 


Some  of 
lour  best  salespeople 
I       work  for 
somebody  else. 


Most  secretaries  prefer  IBM 
typewriters  to  any  other. 

In  fact,  secretaries  have  made 
IBM  typewriters  the  most  popular 
office  typewriters  in  America. 

Of  course,  they  have  their  rea- 
sons. 

To  begin,  there's  the  IBM  Cor- 
recting Selectric®  III  Typewriter. 

It's  perfect  for  secretaries  who 
pursue  perfection. 

The  IBM  Correcting  Selectric 
III  is  designed  so  that  secretaries 
can  lift  typing  errors  clean  off  the 
page  without  their  fingers  ever 
leaving  the  keyboard. 

IBM  also  offers  secretaries  ad- 
vanced electronic  typewriters— in- 
cluding the  new  IBM  Electronic  85. 

It's  perfect  for  secretaries  who 
think  repetitive  typing  is  boring, 
tedious  and  dull. 


The  IBM  Electronic  85  has  a 
15,500-character  memory  that  can 
store  and  automatically  retype 
whatever  is  typed  in. 

And  because  of  its  memory, 
when  a  secretary  needs  to  revise  a 
document,  only  the  revision  needs 
to  be  retyped.  The  typewriter 
types  the  rest. 

So  if  you're  interested  in  a  new 
typewriter,  consider  an  IBM— the 
one  secretaries  like  best. 

After  all,  the  typewriter  that 
works  best  for  them,  can  also  work 
best  for  you. 

For  additional  information 
about  IBM  typewriters,  call  IBM 
Direct  toll  free,  call  your  IBM 
representative,  or  stop  by  an 
IBM  Product  Center.  And  dont 
forget  to  ask  about  our  discount 
programs.  ===^=  = 


Call  IBM  Direct  at  1 800  631-5582  Ext.  7.  In  Hawaii/Alaska  1 800  526-2484  Ext.  7. 
Or  write  to  IBM.  I)RM,  Dept.  NT7,  400  Parson's  Pond  Drive.  Franklin  Lakes.  NJ  07417. 


The  Eldorado  idea.  America  first  fell  in  love  with  it 
16  years  ago.  Combine  the  spottiness  of  a 
custom  personal  car  with  the  comfort  and  engineering  innovation  of 
a  great  luxury  car  And  now. . .  its  finest  expression  ever; 

Eldorado  1983...  one  of  the     .  ; 
world's  best  engineered  cars.  With  front-wheel  drive, 
four-wheel  disc  brakes,  Digital  Fuel  Injection  and  more. 
Including  the  available  Full  Cabriolet  roof  shown. 
Time  to  fall  in  love  again. 


■   BEST  OF  ALL...  IT'S  A  CADILLAC 


CADILLAC  MOTOR  CAR  DIVISION  US) 


,  v  ' 

.'r>. 


Forbes 


Why  do  the  Russians  pump  $4  billion  to  $5  billion  a  year  into 
Cubas  collapsing  economy?  Because  they  know  it  is  their  best 
buy  when  it  comes  to  making  trouble  for  the  U.S. 


Cheap  at  twice 
the  price 


By  Jerry  Flint 

F|  or  less  than  the  annual  cost  of 
supporting  a  single  aircraft  car- 
rier task  force,  the  Soviet  Union 
has  developed  a  wondrous  weapon. 

It  works  at  long  range,  moving 
armies  thousands  of  miles  to  win  or 
hold  nations  for  the  Eastern  bloc.  It 
works  at  short  range,  nailing  down 
Marxist  (read  pro-Russian)  revolu- 
tions and  unsettling  nations  along 


the  periphery  of  the  U.S. 

And  should  World  War  III  start,  this 
weapon  could  have  a  small  but  impor- 
tant role  in  helping  defeat  the  West- 
ern land  armies  in  Europe.  The  weap- 
on is  Fidel  Castro's  Cuba,  an  unsink- 
able  aircraft  carrier  that  comes  with  a 
200,000-man  army.  For  comparison, 
Mexico,  with  seven  times  the  popula- 
tion, has  an  army  half  the  size  and,  of 
course,  there's  no  comparison  in 
equipment. 


U.S.  government  agencies  say  that 
Russian  arms  deliveries  to  Cuba 
surged  to  66,000  metric  tons  in  1981, 
up  from  20,000  tons  a  year  previously 
and  the  start  of  a  five-year  arms  up- 
grading. Castro's  military  includes 
200  jet  fighters,  assault  helicopters,  T- 
62  tanks  and  BMP  infantry  combat 
vehicles,  antiaircraft  SAM  launchers, 
antitank  guns,  rocket  launchers,  two 
submarines  and  a  couple  of  squadrons 
of  missile-launching  fast  attack  boats. 


Why  the  Navy  worries  about  Cuba 


If  the  Russians  strike  in  Western  Europe,  men  and  straits  leading  to  the  Atlantic  wouldn't  stop  but 
supplies  from  the  U.S.  will  move  from  our  Gulf  could  delay  the  rescue  force,  warns  Navy  Secretary 
ports.  An  attack  by  Cuba's  small  navy  in  the  narrow    Lehman.  Delay,  of  course,  could  mean  disaster. 
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From  Russia  with  love 


250 


By  satellite  and  other  means,  the  U.S.  has  been  keeping  tabs  on 
what  Cuba  receives  from  its  big  ally.  The  intelligence  agencies 
say  the  Russians  are  embarked  on  a  five-year  re-equipping  of 
the  Cuban  military,  with  MiG  fighters,  missile  boats  and  such. 

166 


Source:  Defense  Department 


Those  submarines  and  attack  boats 
worry  Navy  Secretary  John  F.  Lehman 
Jr.,  who  sees  them  as  a  "threat  in  a 
war  in  Europe"  because  of  Cuba's 
strategic  position  at  the  Atlantic  ap- 
proaches of  the  Gulf  of  Mexico.  In  the 
event  of  a  Soviet  invasion  of  Europe, 
the  West's  strategy  is  for  allied  armies 
to  hold  the  line  against  overwhelming 
Soviet  manpower  and  armor  until 
men  and  supplies  arrive  from  the  U.S. 
and  start  the  counterattack.  Natural- 
ly, the  reinforcements  have  to  get 
there  on  time;  too  little  or  too  late, 
and  the  West  loses  Europe. 

Explains  Lehman:  "Eighty-five  per- 
cent of  the  Army's  combat  logistics 
come  out  of  the  Gulf  ports."  As  the 
cargo  ships  move  out  of  Galveston 
and  Mobile  and  other  ports,  they  will 
have  to  pass  through  the  narrow 
Straits  of  Florida,  between  Cuba  and 
the  U.S.,  or  the  Windward  Passage, 
between  Cuba  and  the  island  of  His- 
paniola  (Haiti  and  the  Dominican  Re- 
public), to  reach  the  Atlantic.  There 
the  Cubans  could  throw  in  their  sub- 
marines and  missile  boats.  Certainly 
the  Navy  could  fight  through,  but 
Lehman  says  the  delay  could  last  days 
and  cost  some  of  the  supplies  destined 
for  the  Western  front. 

Couldn't  the  Navy  have  enough 
ships  on  hand  to  convoy  the  reinforce- 
ments through?  The  Navy  wants  its 
force  up  north,  trying  to  keep  the  Rus- 
sian submarine  fleet  from  getting  into 


position  to  attack  the  sea  bridge.  "As 
it  is,  we're  well  overcommitted  with- 
out worrying  about  Cuba,"  he  says. 
"The  first  way  we  can  fail  is  by  being 
spread  too  thin." 

Of  course,  raising  the  Cuban  spec- 
ter may  be  part  of  the  Navy's  effort  to 
keep  a  budget-worried  Congress  from 
stripping  away  some  of  the  big  fleet 
expansion.  But  Fidel  Castro's  Cuba 
should  never  be  underestimated.  Fidel 
has  sent  70,000  Cubans  around  the 
world  at  a  cost  estimated  by  the  U.S. 
at  $1  billion.  There  are  20,000  soldiers 
and  6,000  civilians  holding  Angola, 
11,000  soldiers  in  Ethiopia,  2,000 
military  and  6,000  civilians  putting 
the  backbone  into  Nicaragua's  Marx'- 
ists.  He  is  working  to  build  up  pro- 
Soviet  dictatorships  in  Grenada,  the 
little  island  near  Venezuela,  and  in 
Surinam,  the  ex-Dutch  colony  at  the 
top  of  South  America,  and  he  supports 
the  Marxists  in  El  Salvador. 

Dictators,  of  course,  don't  have  to 
worry  much  about  public  opinion. 
Castro  can  do  all  this  while  any 
American  efforts  to  counter  Castro 
are  met  by  strong  opposition  in  Con- 
gress or  among  left-leaning  intellectu- 
als. Fidel  is  paunchy  now  and  no  long- 
er disguising  the  fact  that  he  runs  a 
Soviet  puppet  state.  But  the  years 
have  also  given  him  experience.  He 
has  faced  a  missile  crisis  and  possible 
nuclear  war,  been  hit  by  and  launched 
covert  and  open  invasions.  He  knows 


how  far  he  can  push  the  U.S. 

For  services  rendered,  Castro  gets 
huge  subsidies  from  the  Soviet 
Union — $4  billion  to  $5  billion  this! 
year  and  climbing,  with  a  good  chunk; 
of  that  in  hard  currency  items  such  as 
the  oil  the  Russians  delivered  to  Cuba 
at  discount  rates. 

Without  all  that  aid,  Cuba  would 
soon  collapse.  Fidel's  economy  is 
sinking  fast.  By  choosing  the  U.S.S.R. 
over  the  U.S.,  Castro  locked  Cuba 
away  from  what  will  always  be  its 
natural  trading  partner.  He  then  in- 
tensified Cuba's  dependence  on  sugar 
and  on  the  Soviet  bloc,  which  now 
accounts  for  80%  of  the  island's  trade. 
That  is  the  trouble. 

Production  is  up:  8.2  million  metric 
tons  of  sugar  in  the  1981-82  crop  year, 
compared  with  6.7  million  in  1 979- 
80.  But  prices  have  collapsed:  29  cents 
a  pound  in  1980,  6  cents  to  7  cents  a 
pound  last  year  and  this,  probably  less 
than  it  costs  Cuba  to  produce.  Worse, 
Cuba  is  losing  markets.  The  European 
Common  Market  countries  took 
800,000  tons  of  Cuban  sugar  before 
Castro.  Now  they  not  only  take  noth- 
ing, they  export  beet  sugar  them- 
selves. In  1981  the  EEC  sold  4.5  mil- 
lion tons  on  the  free  market,  hitting 
directly  at  the  critical  20%  of  Cuba's 
trade  that  is  done  in  hard  currency. 

The  U.S.  economic  blockade  is  ef- 
fective, too.  A  Cuban  central  bank 
report  complains  that  U.S.  pressures 
caused  firms  from  six  industrialized 
countries  to  suspend  negotiations  or 
cancel  contracts  for  Cuban  nickel. 
U.S.  officials  in  Washington  take 
credit  for  the  failure  of  Cuba  to  re- 
build a  big-time  tourist  industry  and 
for  helping  force  the  collapse  of  a 
Spanish  firm  that  was  building  an 
electronics  plant  on  the  island. 

But  Fidel's  worst  problem  may  be 
socialism  itself.  As  in  the  socialist 
motherland,  there  is  no  incentive  to 
work  or  produce.  The  Cuban  govern- 
ment says  productivity  is  increasing. 
But  a  U.S.  government  Cuban  expert 
says:  "It's  getting  hard  to  sell  that 
'we're  producing  more  and  more, 
which  is  why  we've  got  less  and 
less.'  "  Rationed  goods  are  cheap  but 
allotments  are  low:  3  ounces  of  coffee 
a  week,  a  quarter-pound  of  beans  a 
week,  5  pounds  of  rice  a  month. 
Goods  are  available  on  a  free  market, 
but  prices  are  high:  $9  for  a  pound  of 
coffee,  $6  for  a  pound  of  beef,  $14  for  a 
T-shirt. 

Looked  at  as  "foreign  aid,"  that  S4 
billion  to  $5  billion  subsidy  that 
keeps  Fidel  in  power  is  a  steep  price 
for  the  Soviet  Union.  But  looked  at 
as  military  spending,  Cuba  is  quite  a 
bargain.  ■ 
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You  cant  fire  your  auditor  without  at- 
tracting attention.  Especially  if  you  are  a 
.9  billion  savings  and  loan  institution. 


Banking  on 
real  estate? 


By  Richard  Greene 
and  Christopher  Power 

W'hen  Broadview 
Financial  Corp., 
parent  of  the  sec- 
ond-largest S&L  in  Ohio 
(assets,  $1.9  billion),  fired 
its  auditor,  Peat,  Mar- 
wick,  Mitchell  &  Co.,  on 
Nov.  15,  1982,  Broadview 
told  the  Securities  &  Ex- 
change Commission  that 
a  prime  reason  was  "dis- 
agreements with  respect 
to  income  recognition." 

Did  Peat  Marwick 
think  Broadview  was  hyp- 
ing the  earnings?  Peat 
Marwick  had  no  com- 
ment. After  Broadview 
left,  it  made  the  rounds  of 
several  other  accounting 
firms  in  a  manner  that  re- 
minded one  observer  of  "a 
carnival-like  debate  of  ac- 
counting principles." 
Broadview's  new  accoun- 
tant: Big  Eight  firm  De- 
loitte  Haskins  &  Sells. 

Deloitte  Haskins  &  Sells  had  no 
comment,  either.  As  for  Broadview, 
John  Rupert,  chairman,  says  he  can- 
not comment  since  the  bank  is  still 
"corresponding  with  the  SEC." 

To  get  some  sense  of  the  issues, 
Forbes  spoke  with  competing  S&Ls, 
other  accounting  firms  and  industry 
observers. 

What  emerges  from  these  sources — 
most  of  whom  were  not  willing  to  be 
named — is  a  picture  of  an  S&L, 
pushed  to  the  wall  by  high  interest 
rates,  which  may  then  have  turned  to 
some  risky  real  estate  deals  in  Florida 
and  elsewhere  in  an  attempt  to  book 


enough  profits  to  offset  mounting  op- 
erating losses. 

In  the  past,  S&Ls  have  been  known 
to  turn  to  real  estate  in  a  crunch.  In 
the  late  1960s,  as  deposits  flowed  out 
of  S&Ls  and  into  other  institutions 
and  mortgage  activity  slowed,  some 
S&Ls  went  overboard  into  risky  real 
estate  transactions.  The  problem  was 
worst  among  S&Ls  owned  by  holding 
companies.  In  1967,  according  to  the 
Bank  Board,  almost  10%  of  such  insti- 
tutions were  in  trouble  because  of  bad 
real  estate  loans. 

A  high-ranking  officer  of  one  finan- 
cial institution  and  other  business- 
men close  to  the  scene  speculate  that 


Broadview  was  booking  questionable 
profits  on  real  estate  transactions  in 
the  following  way:  Broadview  would 
invest  in  a  property,  they  claim,  and 
then  sell  the  property  to  a  developer. 
The  S&.L  would  turn  around  and  lend 
the  developer  100%  of  the  money  he 
needed  to  buy  the  property  from 
Broadview  in  the  first  place. 

If  true,  it's  the  kind  of  deal  accoun- 
tants frown  on.  "I'm  familiar  with 
this  kind  of  transaction,"  says  Thom- 
as Macy,  a  partner  with  Price  Water- 
house,  "and  I  personally  feel  that  in 
substance  you  have  a  joint  venture 
with  the  developer.  The  S&L  has  real- 
ly got  an  equity  interest,  not  a  loan. 
And  you  pick  up  profits  on  an  equity 
basis  when  the  entity  invested  in 
earns  profits.  I  have  very  little  sympa- 
thy with  calling  this  sort  of  thing  prof- 
it before  the  property  it- 
self earns  profits." 

Naturally,  in  such 
deals,  if  the  properties  ul- 
timately do  make  money, 
the  bank  has  no  problems. 
But  real  estate  is  a  notori- 
ously risky  business,  the 
kind  in  which  accoun- 
tants don't  like  to  show 
profits  until  there  is  cash 
to  back  them  up. 

The  actual  size  of  the 
deals  can  only  be  guessed 
at.  In  the  document 
Broadview  filed  with  the 
SEC  after  firing  Peat  Mar- 
wick, the  firm  noted  that 
it  had  complied  with  Peat 
Marwick's  accounting 
wishes  in  the  third  quar- 
ter of  1982,  but  not  in  the 
first  two  quarters.  A  quick 
look  at  the  company's 
quarterly  reports  for  the 
first  three  quarters  shows 
only  one  major  difference 
between  the  first  two 
quarters  and  the  third. 
That  difference  falls  under  "net  gain 
on  sales  of  GNMA  passthroughs,  se- 
curities and  real  estate  investments" 
(italics  ours). 

In  the  third  quarter,  that  item 
amounted  to  only  $539,000.  In  the 
first  two  quarters  it  came  to  $10.8 
million.  Speculation  that  these  rev- 
enues are  primarily  from  real  estate 
deals  seems  to  be  confirmed  by  the 
third-quarter  report,  which  says  that 
$10.57  million  came  exclusively  from 
sales  of  "interests  in  real  estate  in- 
vestments" in  the  first  three  quarters. 

It  may  sound  minimal,  but  that  $10 
million  could  be  crucial.  At  the  end  of 
1981  Peat  Marwick  gave  the  S&L  a  so- 
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called  going  concern  clause  in  its  an- 
nual report,  which  said,  in  part,  "if 
interest  rates  remain  at  high  levels,  it 
is  likely  that  [Broadview's]  net  worth 
will  fall  below  the  required  level  in 
1982.  Should  this  occur  .  .  .  Broad- 
view may  be  subject  to  actions  that 
could  be  taken  by  the  FHLBB.  .  .  ." 

When  Peat  Marwick  issued  that 
statement,  Broadview's  total  share- 
holders' equity  was  $49.5  million, 
down  from  $68  million  in  1980  and 
$72  million  in  1979.  By  the  end  of  the 
third  quarter,  it  was  down  to  $38.3 
million,  or  2%  of  total  assets.  Sub- 
tract that  $10  million  in  questionable 
earnings  and  it  drops  to  1.5%  of  total 
assets.  True,  the  S&L's  net  worth  may 
be  slightly  higher  than  that,  since, 
when  the  banking  regulators  calcu- 
late net  worth,  it  can  include  items 
like  reserves  for  bad  debts.  But  the 
trend  is  disturbing. 

"The  ideal  net  worth  that  the  regu- 
lators are  looking  for  is  over  5% , "  says 
Richard  Hairsine,  director  of  manage- 
ment consulting  services  for  account- 
ing firm  Main  Hurdman.  "When  you 
get  down  to  3%,  you  get  the  pleasant 
call  saying,  'Hey,  your  net  worth  has 
eroded;  what  are  you  going  to  do?'  At 
2%  you  get  a  nervous  call.  And  when 
you  get  to  1%  they  arrive  with  papers 
which,  in  effect,  say,  'Who  would  you 
like  to  merge  with?'  " 

So  there  is  little  doubt  that  the  $10 
million  in  real  estate  transactions  is 
what  the  accountants  like  to  call 
"material."  Of  course,  there  may  have 
been  mitigating  circumstances  that 
would  have  made  this  kind  of  report- 
ing defensible.  And  then  there's  al- 
ways the  possibility  that  Deloitte  will 
require  that  Broadview  restate  its 
quarterly  earnings  before  it  publishes 
an  annual  report. 

If  Broadview  is,  indeed,  playing  ac- 
counting games  in  order  to  keep  its 
earnings  from  deteriorating  radically, 
it  is  probably  not  alone.  When  times 
get  hard,  it's  natural  for  companies  in 
any  industry  to  take  some  steps  that 
they  would  otherwise  have  consid- 
ered unreasonable 

It's  up  to  the  auditors  to  keep  such 
firms  in  line.  Wrote  Marc  Perkins, 
vice  president  of  the  Florida-based 
brokerage  Raymond,  James  &  Asso- 
ciates, Inc.,  "What  is  happening  to  the 
financial  statements  of  savings  and 
loans  is,  in  my  opinion,  a  travesty  and 
should  be  an  embarrassment  to  the 
accounting  profession.  The  accoun- 
tant's responsibility  is  to  the  people 
who  read  the  [financial]  statements, 
not  the  people  for  whom  they're  cre- 
ated, even  though  they  pay  his  bill." 

As  for  Broadview,  the  facts  are  still 
to  be  heard.  Stay  tuned.  ■ 


By  Pamela  Sherrid 


As^  in  M*A*S*H,  so  in  real  life.  Bankers  are 
doing  financial  triage  among  their  hard- 
pressed  energy  company  borrowers.  The 
most  interesting  cases,  of  course,  are  the 
seriously  (but  not  mortally)  wounded. 

Creative  banking 
or  wild  scheme? 


ting  some  fast  first  aid — moratoriums 
on  principal  and  even  on  interest  pay- 
ments until  business  improves. 

The  really  interesting  cases — as  in 
M*A*S*H,  so  in  real  life — pop  up  in  the 
middle.  Drillers  with  experience  and 
reputation,  for  whom  a  moratorium 
on  interest  just  isn't  enough,  are  in- 
spiring lenders  to  new  heights  in 
emergency  banking  aid.  In  some  cases 
the  treatment  increases  the  bank's 
own  risk.  Some  observers  are  calling 
it  "creative"  banking. 

The  most  exotic  strategy  to  emerge 
is  a  make-work  program  for  troubled 
drilling  companies,  which,  in  effect, 
puts  a  bank  in  the  exploration  busi- 
ness. First  City  National  Bank  of 
Houston,  a  big  energy  lender,  is  the 
main  practitioner. 

The  scheme  works  like  this:  A 
drilling  company  in  trouble  on  its 
loans  desperately  needs  work  for 
its  idle  rigs.  So  the  bank's  own 
energy  staff  finds  an  oil  operator 
who  wouldn't  mind  having  some 
development  wells  drilled,  pro- 
vided he  doesn't  need  to  put  up 
any  money.  Instead  of  being  paid 
up  front  in  cash  for  his  services, 
the  driller  will  have  first  call  on 
any  production  from  the  well. 

The  bank,  in  the  meantime, 
agrees  to  put  up  fresh  working 
capital  so  the  drilling  contractor 
can  go  to  work.  The  bank's  loans 
will  be  repaid  from  the  driller's 
take.  In  recompense  for  its  ag- 
gressive financing,  the  bank 
keeps  a  small  residual  interest  in 
the  well  as  a  bonus.  If  the  driller 
finds  oil,  that  is.  If  not,  the  bank 
has  put  good  money  after  bad.  It's 
a  far  cry  from  lending  at  a  dis- 
count on  proven  reserves,  the 
standard  for  conservative  energy 
lending,  but  that  presumably  is 


T|he  fall  op  oil  prices  has  swept 
through  Texas  and  Oklahoma 
like  an  unexpected  natural  disas- 
ter, leaving  in  its  wake  hundreds  of 
injured  energy  companies.  Like  doc- 
tors in  an  emergency,  bankers  there 
are  performing  a  nerve-racking  ver- 
sion of  financial  triage,  treating  the 
wounded  according  to  the  odds  on 
their  survival. 

The  hopeless  cases  in  the  main  are 
inexperienced,  marginally  capitalized 
drilling  contractors  who  need  more 
cash  than  they  are  likely  to  repay 
when  rig  activity  picks  up.  Banks  are 
reluctantly  foreclosing  on  their  rigs. 
Stronger  drillers,  in  contrast,  are  get- 


42 


FORBES,  MARCH  28,  1983 


what  creativity  is  all  about. 

"This  program  may  help  some 
smaller  drilling  companies  who  oth- 
erwise might  not  make  it,"  explains 
First  City  Chairman  Nat  Rogers.  "If  a 
company  with  sound  management 
and  a  future  is  in  a  bind  simply  be- 
cause of  expansion  that  turned  out  to 
be  unwarranted  in  view  of  the  chang- 
ing market,  then  we  resort  to  any  re- 
sourcefulness we  can  to  assist  it." 
Rogers  stresses  that  his  bank  will  fi- 
nance only  promising  development 
acreage.  "No  wildcatting,"  he  says. 
Only  a  favored  few  are  eligible.  "Oth- 
er companies,  which  lack  experience 
or  are  marginally  capitalized,  we 
wouldn't  feel  prudent  to  support  ad 
infinitum,"  Rogers  says. 

For  all  the  good  intentions,  this 
kind  of  creativity  has  made  some  ob- 


servers uneasy.  "Pretty  wild,"  says 
one  New  York  banker  of  First  City's 
scheme.  "They  asked  us  to  put  up  $40 
million  more  to  finance  new  drilling 
when  all  the  driller  owed  us  was  $10 
million.  Frankly,  we  weren't  interest- 
ed. Sometimes  you  just  have  to  cut 
your  loss  and  run." 

"That  doesn't  sound  like  banking 
to  me,"  remarks  an  economist  at  the 
Federal  Reserve  Bank,  hearing  of  the 
strategy  for  the  first  time.  "It  sounds 
like  the  venture  capital  business." 

Competition  in  the  drilling  market 
is  getting  skewed  from  all  the  finan- 
cial triage.  Consider  drillers  still  pay- 
ing interest  and  principal  trying  to 
compete  against  those  who  have  mor- 
atoriums. "It's  a  disaster  for  them," 
says  Alan  Edgar,  an  analyst  at  Dallas- 
based  Schneider,  Bernet  &  Hickman. 


"One  guy  is  struggling  to  meet  his 
obligations  while  his  own  bank  is  sal- 
vaging his  competitor  and  allowing 
him  to  cut  prices." 

The  competition  could  get  even 
wilder  as  nonbank  lenders  rummage 
among  their  own  rubble.  General 
Electric  Credit  Corp.,  for  example, 
has  formed  a  new  joint  venture  to 
manage  four  rigs  that  it  gained  as  a 
result  of  foreclosing  on  Texas  General 
Resources,  a  Houston-based  energy 
firm,  in  January. 

First  City  hasn't  had  to  foreclose  on 
any  rigs;  but  a  senior  banker  there 
doesn't  see  anything  wrong  with  a 
senior  secured  lender's  taking  an  ac- 
tive equity  role  after  a  foreclosure.  He 
asks:  "Why  is  that  different  from  any- 
body else  buying  the  rigs  and  putting 
them  back  to  work?"  ■ 


By  Toni  Mack 

T|  HOUGH  OPEC'S  TROUBLES  Spell 
disaster  for  many  a  crude-oil 
producer,  shouldn't  they  at  least 
improve  profit  margins  in  refining? 
These  days  Wall  Street  seems  to  think 
so.  While  stocks  of  integrated  compa- 
nies have  been  battered,  those  of  re- 
finers like  Ashland  Oil  and  Tosco 
were  climbing.  Meanwhile,  the  media 
have  been  full  of  exuberant  talk  about 
expected  gains  not  only  for  refiners 
but  also  for  fuel  users  like  airlines. 
But  anyone  who  thinks  falling  crude 
oil  prices  necessarily  add  up  to  a  bo- 
nanza for  refiners — or  airlines — ought 
to  think  again. 

So  far,  refining  margins,  Ashland's 
and  Tosco's  included,  have  evaporat- 
ed (see  chart).  Refined  product  prices 
are  dropping  as  fast  as  spot  crude 
prices,  over  10%  since  OPEC  began  to 
falter  last  December.  But  refiners  buy 
only  5%  to  8%  of  their  crude  on  the 
spot  market,  with  the  rest  at  higher 
contract  prices.  Why  are  refined  prod- 
uct prices  tracking  the  spot  crude 
market?  "The  problem  is  refining 
overcapacity,"  says  Thomas  Burns,  an 
economist  for  Standard  Oil  of  Califor- 
nia. "Competition  is  so  bad  that  the 
refiner  who  buys  spot  crude  sets  the 
end  product  price.  If  the  other  sellers 
don't  follow  suit,  they  lose  market 
share." 

It  seems  logical  that  if  a  refiner's 
biggest  cost — his  raw  material — falls, 
his  profits  should  go  up.  That's  not 
the  way  competition  works,  though, 
especially  in  a  capital-intensive  in- 
dustry like  refining.  Refiners  don't 
sell  gasoline  and  heating  oil  so  much 
as  they  sell  refining  services,  process- 
ing crude  oil  into  marketable  prod- 
ucts for  a  fee.  When  there  are  too 


It  may  seem  illogical,  but  declines  in  the 
price  of  crude  oil  are  not  helping  refining 
industry  margins  and  never  will. 


The  other  glut 


No  relief  for  refiners 


You  would  think  oil  refiners  make  more  money  when  the  cost  of  their 
raw  material  declines.  They  don't.  Lately,  gross  margins — revenues  less 
crude  costs — have  failed  to  cover  even  their  operating  costs. 
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many  refiners,  their  fee  will  be  disap- 
pointingly low,  no  matter  what  the 
cost  of  crude.  Likewise,  too  many  air- 
craft cut  airline  profits,  no  matter 
what  the  cost  of  jet  fuel. 

The  year  1979  proves  the  point  an- 
other way:  Crude  costs  doubled,  but 
profits  were  enormous  because  de- 
mand never  flagged.  Refineries  ran  at 
up  to  90%  of  capacity.  But  demand 
has  finally  fallen — by  18%  since 
1979 — and  so  today  the  refineries  are 
operating  at  65%  of  capacity. 

Refiners  have  been  shutting  down 
capacity,  but  slowly.  In  the  past  two 
years  they  have  abandoned  more  than 
2  million  barrels  per  day  (bpd)  of  ca- 
pacity (compared  with  a  peak  total  of 
18.7  million  bpd),  but  another  2  mil- 
lion to  2.5  million  bpd  must  go. 
"These  decisions  come  hard,"  la- 
ments one  refining  executive.  "Most 
of  the  old,  inefficient  refineries  have 
already  been  shut  down.  So  you  get 
into  another  tier  of  refineries  that 
don't  look  so  bad." 

One  major  oil  company  is  thinking 
about  closing  a  150,000-barrel-a-day 
refinery  with  a  net  book  value  of  $200 
million.  Environmental  cleanup 
would  cost  $40  million  to  $45  mil- 
lion, mothballing  another  $3  million 
to  $5  million,  and  labor  settlements 
$5  million  more.  With  luck  the  refin- 
ery would  sell  for  all  of  $50  million, 
for  an  aftertax  loss  of  at  least  $100 
million.  A  hard  decision  indeed. 

So  refiners  are  fighting  fiercely  for 
market  share,  hoping  someone  else 
will  have  to  shut  down  first,  and  that 
means  a  field  day  for  the  retail  buyer. 
The  war  is  bloodiest  at  the  self-service 
gasoline  pumps.  Lundberg  Letter,  a  Los 
Angeles-based  petroleum  products 
newsletter,  figures  that  in  the  five 
weeks  ending  Feb.  25,  prices  fell  over 
a  nickel  a  gallon  for  regular  leaded  and 
unleaded,  together  71%  of  the  mar- 
ket. Station  owners  have  been  making 
it  up  with  plump  margins  else- 
where— about  13  cents  a  gallon  on 
premium  unleaded  and  25  cents  on 
full-service  gas.  "My  guess  is  that's 
where  the  price  war  will  come  next," 
says  Dennis  Eklof,  a  consultant  in 
Data  Resources'  Houston  office.  "The 
gap  [in  prices)  is  getting  awfully  big." 

Refiners  like  to  point  out  that  their 
margins  will  get  better  as  crude  con- 
tract prices  fall  in  line  with  crude 
spot  prices.  Better,  yes,  but  still  not 
very  profitable.  "Those  without  deep 
pockets  will  find  it  hard  to  stay  in 
business,"  warns  Paul  D.  Collier, 
executive  vice  president  of  Standard 
of  Indiana's  Amoco  Oil  subsidiary. 
Even  giant  Exxon  announced  this 
month  it  will  close  its  70% -owned, 
79,500-barrel  Montreal  refinery.  Tiny 


Mobile,  Ala. -based  Marion  Corp. 
couldn't  hold  out  either.  With  operat- 
ing losses  estimated  at  more  than 
$50,000  a  day,  it  shut  its  28,000-barrel 
refinery  earlier  this  month.  Over  in 
Good  Hope,  La.,  100,000-barrel  GHR 


Cos.  filed  for  Chapter  1 1  in  January. 

It's  a  bleak  picture  overall,  but  refin- 
ers have  this  to  look  forward  to:  When  I 
the  weeds  are  thinned  out  of  the  oil 
patch,  the  rest  of  the  plants  will 
thrive.  ■ 


Don 't  spend  your  savings  from  cheap  gaso- 
line that  could  come  from  oil  price  cuts. 
Congress  may  want  the  money. 


A  tax  on  OPEC 


By  Allan  Dodds  Frank 


T|  here's  a  good  chance  Con- 
gress will  pass  a  new  oil  tax  this 
session,  siphoning  some  of  the 
savings  from  today's  declining  oil 
prices.  Most  likely  the  tax  will  be 
limited  to  imported  oil.  Why  now? 
Senate  Finance  Committee  Chairman 
Robert  J.  Dole  (R-Kans.)  explains, 
"When  you're  looking  for  a  big-ticket 
item,  you  always  look  at  energy." 

Congress  badly  needs  a  big-ticket 
revenue-raiser  to  cut  the  deficit — or 
to  continue  spending — and  an  oil  tax 
would  clearly  provide  barrels  of 
money.  A  straight  $1  levy  on  import- 
ed oil  and  oil  products  would  pro- 
duce at  least  $1.6  billion  per  year;  a 
$5-per-barrel  tax  would  mean  more 
than  $8.8  billion.  And  a  full  excise 
tax  on  domestic  and  foreign  oil 
would  produce  $5.5  billion,  at  $1  a 
barrel;  $27.4  billion,  at  $5. 

Why  now?  Because  the  tax  can  be 
imposed  without  seeming  to  affect 
the  price  of  gasoline,  which  would 
otherwise  probably  continue  to  drop. 
Some  economists  estimate  that  oil  at 
$27  a  barrel  could  mean  88-cent-per- 
gallon  gasoline,  but  a  $5-per-barrel 
tax  on  imported  oil  would  keep  gas  at 
$1  a  gallon. 

The  idea  of  a  new  tax  on  oil  has 
gained  supporters  very  fast.  In  his  State 
of  the  Union  address,  President  Rea- 
gan proposed  a  "trigger  tax"  on  domes- 
tic and  foreign  oil  to  take  effect  July  1, 
1985,  if  the  budget  deficit  at  that  time 
was  forecast  at  2.5%  of  GNP.  But  Con- 
gress didn't  like  the  idea  of  a  contin- 


gency tax.  So  the  White  House  is  look- 
ing at  the  import  tax,  and  even  the 
Fed's  Paul  Volcker  likes  it. 

It  has  political  and  economic  appeal. 
Thepolitical  appeal  is  obvious.  A  tax  on 
imported  oil  gives  a  competitive  ad- 
vantage to  domestic  producers  and  to 
exploration  for  new  domestic  supplies, 
at  a  time  when  drilling  is  off  more  than 
50%  from  its  1982  peak.  This  argument 
flies  well  in  Texas  and  Oklahoma.  The 
economic  argument  is  the  more  power- 
ful. Experience  has  shown  that  the 
demand  for  oil  is  price-elastic.  This 
means,  in  effect,  that  OPEC  cannot 
simply  pass  the  tax  on  to  consumers.  It 
is  a  way  of  taxing  OPEC  for  the  advan- 
tage of  the  U.S.  By  preventing  oil  prices 
from  falling  further,  such  a  tax  would 
encourage  conservation. 

New  England  legislators  will  op- 
pose the  tax  because  of  the  North- 
east's dependence  on  foreign  oil  for 
heating.  But  Representative  James 
Shannon  (D-Mass.)  concedes  that  an 
oil  tax  is  possible,  "but  you  have  to 
strike  now,  while  the  iron  is  hot." 

The  import  tax  being  contemplated 
would  absorb  most  of  the  spread  in 
prices  between  the  old  OPEC  bench- 
mark of  $34  per  barrel  and  the  latest 
price  and  would  probably  contain  ex- 
emptions for  Mexico  and  Canada. 

Consumer  lobbies  can  be  expected 
to  holler.  But  consumers  are  also  tax- 
payers, investors  and  workers.  The 
price  they  might  have  to  pay  as  con- 
sumers could  benefit  them  several 
times  over  as  citizens.  In  the  broadest 
sense,  a  tax  on  imported  oil  would  hit 
OPEC,  not  the  American  consumer.  ■ 
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President  Reagan  hasnt  abandoned  his 
crusade  for  lower  taxes,  but  Robert  Dole, 
one  of  the  top  Republicans  in  Congress,  is 
talking  compromise. 


Sniffing  the  wind 


By  Allan  Dodds  Frank 


On  taxes,  which  affect  every 
man,  woman  and  child  in  the 
U.S.,  the  man  to  talk  to  in  the 
Capitol  these  days  is  Senator  Robert }. 
Dole  (R-Kans.).  The  59-year-old  Sen- 
ate Finance  Committee  chairman 
steered  President  Reagan's  1981  tax 
cuts  through  Congress.  Last  year, 
however,  sniffing  the  wind,  Dole 
overrode  Reagan's  objections  and 
helped  push  through  an  increase. 

Now,  ominously  for  those  who  be- 
lieve in  lower  taxes,  Dole  is  talking 
guardedly  about  chipping  further  at 
the  President's  hard-won  tax  reduc- 
tion program.  Dole  told  Forbes  he 
was  still  in  favor  of  indexing  taxes  to 
inflation  as  a  means  of  holding  down 
the  tax  burden.  This  had  been  planned 
to  take  effect  in  1985.  But  he  added  a 
big  "however."  It  was  this:  "In  the 
real  world  you  might  have  to  compro- 
mise in  the  indexing  provisions  or 
defer  them."  One  reason  for  compro- 
mise: to  save  the  10%  tax-rate  cut  due 
in  July  from  opposing  Democrats. 

But  compromise  on  indexing  is  a 
high  price.  It  is  an  idea  that  Dole 
introduced  into  the  1981  tax  bill  to 
protect  taxpayers  from  bracket  creep 
and  limit  opportunities  for  the  gov- 
ernment to  finance  growth  of  spend- 
ing simply  out  of  inflation.  But  now, 
very  much  the  practical  politician  and 
would-be  presidential  candidate,  Dole 
seems  less  avid  for  such  ideas,  and 
more  aware  of  the  political  center.  He 
recognizes  that  people  who  want  their 
taxes  cut  are  less  eager  to  reduce  gov- 
ernment services. 

Dole:  "Most  people  think  they  pay 
too  much  in  taxes.  But  if  we  are  going 
to  continue  to  finance  what  we  do  in 
this  country,  we  can't  do  it  all  on 
spending  reductions.  We  may  have  to 


do  it  on  the  revenue  side."  Where, 
then?  Dole  points  to  the  possible 
elimination,  of  some  tax  deductions 
and  exemptions.  Politicians  dearly 
love  to  refer  to  these  as  "tax  expendi- 
tures"— as  though  the  government  is 
spending  money  by  letting  you  keep 
it.  Dole  is  no  exception.  Says  he:  "But 
first,  I  think  it  is  our  obligation  to 
look  at  tax  expenditures.  They're  up 
to  $296  billion.  Are  they  all  neces- 
sary? Second,  reform  and  compliance 
are  areas  we  ought  to  look  at." 

On  other  tax  issues,  Dole  clicked 
off  these  thumbnail  opinions  in  a  one- 
hour  interview  in  his  unmarked,  pri- 
vate Finance  Committee  office: 

On  job  tax  credits:  "The  President 
is  going  to  propose  more  job  tax  cred- 
its, although  they  haven't  been  par- 
ticularly effective.  If  you  don't  need 


workers,  if  you  don't  have  a  demand 
for  your  product,  I  don't  know  what  a 
tax  credit  does  for  you." 

On  health  care  deductions  by  em- 
ployers: "We  ought  to  take  a  look 
right  now  at  how  much  can  be  deduct- 
ed by  employers  without  being  in- 
come to  the  employee." 

On  high-technology  tax  credits: 
"We  need  to  improve  the  climate  for 
high-technology  companies,  but  we 
haven't  yet  determined  how  we're  go- 
ing to  do  that."  One  possibility  Dole 
is  considering  is  shortening  from  one 
year  to  six  months  the  period  for  cap- 
ital gains. 

On  charitable  deduction  increases 
for  nonitemizers:  "A  lot  of  people  love 
it.  But  I  don't  know.  I  figure  [it  costs] 
$3  billion,  $4  billion,  $5  billion  a 
year — no  little  thing  when  you  are 
talking  about  revenue  loss.  There's  a 
little  charity  in  everyone.  It  can't  all 
be  based  on  the  tax  code." 

On  the  elimination,  which  he  fa- 
vors, of  deductions  for  interest  on 
credit:  "It  doesn't  encourage  savings, 
it  encourages  credit.  The  more  you 
can  charge,  the  more  you  can  deduct." 

On  corporate  taxation,  Dole  says 
the  President  "was  right"  when  he 
suggested  eliminating  double  tax- 
ation (of  profits  and  dividends),  but, 
adds  Dole,  "There's  nobody  up  here 
with  a  plan  to  do  away  with  corporate 
taxes  and  I  haven't  noticed  any  volun- 
teers." Dole  also  (see  story,  p.  44)  sees  a 
tax  on  imported  oil  as  likely. 

The  message  from  Senator  Dole  is 
pretty  clear,  then:  Get  ready  for  more 
tax  increases.  ■ 


Senate  Finance  Committee  Chairman  Robert  J.  Dole 

"There's  nobody  up  here  with  a  plan  to  do  away  with  corporate  taxes. 
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The  breakup  of  AT&T  is  supposed  to  lead  to 
increased  competition  and  new  services.  It 
is.  Just  ask  Sharon,  Gloria  or  Cindy. 

For  a  good  time, 
call . . . 


By  Paul  B.  Brown 
and  Laura  Rohmann 


It  was  not  exactly  what  the  Fed- 
eral Communications  Commis- 
sion had  in  mind  when  it  ordered 
the  phone  company  to  give  up  its 
"dial-it"  type  services  that  provide 
time,  weather  and  the  like. 

"Hi,  I'm  Cindy,  and  you  can  see  me 
and  my  friend  Jessica  on  page  87  of  the 
April  issue  of  LNE!  magazine,"  begins 
a  typical  message  on  a  call  to  dial-it 
line  976-2727  in  New  York.  "Jessica's 
not  here  right  now,  but  /'//  take  care  of 
you.  Now  you  just  lie  there  nice  and 
still  and  I'm  going  to  do  all  the  work. 
I'll  just.  .  .  ." 

And  Cindy  goes  on  to  describe  ex- 
actly what  she  is  going  to  do.  The  57- 
second  message,  which  changes  every 
day,  is  lewd,  graphic  and  probably  le- 
gal. It  is  also  embarrassing  to  New 
York  Telephone,  which  is  quick  to 
point  out  that  it  is  powerless  to  stop 
it.  The  company  is  not  as  quick  to 
mention  that  it  makes  up  to  $25,000  a 
day  from  Cindy  and  her  friends.  They 
get  up  to  500,000  calls  a  day. 

How  this  all  came  about  begins 
with  a  federal  decision  that  the  oper- 
ating companies  should  only  transmit 
phone  messages  and  should  not  pro- 
vide any  kind  of  "enhanced  services," 
which  include  things  like  Dial-a-Joke 
and  SportsPhone.  On  Jan.  1,  1983,  all 
Bell  operating  companies  were  or- 
dered to  give  up  the  dial-it  exchanges, 
each  of  which  can  handle  hundreds  of 
thousands  of  calls  a  day.  If  a  phone 
company  wanted  those  services  to 
continue,  someone  else  had  to  pro- 
vide them.  New  York  Telephone  had 
23  numbers  in  operation.  It  also  had 
21  vacant  lines.  The  New  York  Public 
Service  Commission  ordered  New 
York  Telephone  to  hold  a  lottery  to 
determine  who  would  get  the  21  new 
numbers.  The  only  requirement  was  a 


guarantee  of  100,000  calls  a  month. 
What  would  be  said  over  those  num- 
bers was  never  asked. 

Enter  Gloria  Leonard,  40,  a  former 
stockbroker  and  X-rated  film  star, 
now  publisher  of  High  Society  and  LNE! 
magazines.  If  you're  unfamiliar  with 
the  publications,  recent  issues  fea- 
tured "Best  Breasts  in  the  Midwest," 
"Nude  Oil  Fight"  and  "Inside  Bos- 
ton's Wildest  Sex  Spots." 

"Men's  sophisticate  magazines,"  or 
girlie  magazines,  compete  fiercely. 
"We  are  always  looking  for  ways  to 
stay  ahead  of  the  competition,"  Leon- 
ard says.  "Last  year  we  started  a  call- 
in  number  which  was  really  nothing 
more  than  answering  machines  that 
gave  an  explicit  message.  We  ended 
up  with  90  machines,  but  that  wasn't 


Thomas  Jefferson,  author  of  the  First 
Amendment,  enjoys  the  fruit  of  his  labor. 


enough.  The  lines  were  always  busy, 
and  our  "  readers  complained.  We 
learned  about  the  lottery  and  figured! 
it  would  solve  our  problems." 

About  100  people  entered  their) 
names  to  provide  services,  and  High 
Society! LIVE!  was  one  of  the  21  picked. 
If  the  number  receives  the  minimum 
100,000  calls,  the  message  provider 
gets  2  cents  a  call,  and  the  phone 
company  keeps  the  rest.  The  average 
revenue  per  call  is  about  7  cents.  It  is 
cheaper  to  call  nights  and  weekends. 
On  its  busiest  days,  which  were  right 
after  the  service  began  Feb.  1,  976- 
2727  received  500,000  calls.  That 
meant  about  $25,000  for  New  York 
Bell  and  $10,000  for  High  Society  at 
virtually  no  cost.  The  messages  are 
taped  by  the  ladies  who  appear  in  the 
magazine,  actresses  and  Leonard  her- 
self. "I  give  great  phone,"  she  says. 
The  number  now  receives  150,000  to 
200,000  calls  a  day. 

Not  everyone  is  thrilled  by  the  ar- 
rangement. "We  have  gotten  phone 
calls  from  employers  throughout  the 
country  wanting  to  know  why  they 
are  getting  monumental  phone 
charges  to  this  number,"  Leonard 
says.  And  High  Society,  New  York 
Telephone  and  the  FCC  are  being 
sued  by  a  Suffolk  County,  N.Y.  offi- 
cial, who  claims  the  health,  safety  and 
morals  of  children  are  being  harmed 
by  the  messages. 

"We  are  not  initiating  the  phone 
calls,"  Leonard  says  in  response.  "If 
you  want  to  buy  High  Society'  or  call 
the  number,  fine.  If  you  don't,  that's 
okay,  too.  If  young  people  are  getting 
the  magazines,  they  are  obviously 
filching  them  from  daddy's  closet  or 
big  brother's  bedroom." 

No  matter  how  people  are  getting 
the  number,  Leonard  seems  to  be  do- 
ing nothing  illegal.  The  FCC  says  it 
has  no  set  policy  on  what  can,  or 
cannot,  be  said  over  the  phone.  New 
York  Telephone  lacks  the  power  to 
censor  messages.  Other  phone  compa- 
nies say  they  have  not  been  ap- 
proached by  anyone  wanting  to  offer  a 
similar  service.  One  exception  is  New 
Jersey  Bell,  which  says  it  was  asked  by 
two  magazines  to  make  two  dial-it 
exchanges  available  for  explicit  mes- 
sages. And  New  Jersey  Bell  declined. 

Explicit  phone  conversations  are 
nothing  new,  of  course.  There  are  doz- 
ens of  places  you  can  call  and  for  a 
fee — charged  to  your  major  credit 
card — converse  with  young  ladies,  or 
men,  about  anything  you  want.  High 
Socieft  's  number,  however,  is  the 
first  to  result  from  a  government  poli- 
cy encouraging  free  enterprise.  ■ 
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TVs  new  Compact  Computer* 
It  takes  over  your  work,  not  your  desk. 


The  ordinary  personal  computer 
pies  too  much  of  the  ordinary  desk. 
Now  Texas  Instruments  brings  you  a 
dless  compact  computer  that  solves  the 
same  sort  of  problems  as  the  Apple™  or 
IBM™  personal  computer.  It  has  enough 
memory  and  power  for  complex  problems 
;  in  business  and  science,  yet  the  whole  thing 
is  smaller  than  a  magazine  page. 

Sophisticated  software  is  available  right 
now  for  finance,  statistics,  production 
planning,  graphics— and  spreadsheet  and 
word  processing  are  just  around  the  comer. 

For  most  personal  computer  tasks,  its 
;  6K  RAM  and  34K  ROM  are  ample.  The 
,  system  is  easily,  economically  expanded. 

The  TI  Compact  Computer  40  has 
peripherals  that  make  it  even  more  useful: 

'Based  on  published  manufacturer's  suggested  retail  price. 

Apple  is  a  registered  trademark  of  Apple  Computer,  Inc  IBM  is  a 

registered  trademark  of  International  Business  Machines  Girp 


a  4-color  printer/plotter;  an  RS-232  interface 
for  talking  with  other  computers  or  running 
a  larger  printer;  and  TI  Wafertape™  drive 
for  program  or  data  storage.  TI  Solid  State 
Software™  cartridges  offer  you  a  choice  of 
convenient,  foolproof  programs. 


Its  built-in  language  is  TI  Enhanced 
BASIC,  which  allows  you  to  write  programs 
in  everyday  words.  The  integrated  liquid 
crystal  display  shows  31  characters,  which 
can  be  scrolled  to  show  up  to  80  per  line. 
It  operates  on  four  AA  alkaline  batteries  that 
give  up  to  200  hours  of  service. 

The  TI  Compact  Computer  40  offers 
solutions  anywhere  you  go.  Yet  it  retails  for 
less  than  1/3*  the  price  of  Apple™  or  IBM™ 
personal  computers.  The  TI  Compact 
Computer— compact  in  price  and  size,  but 
not  in  power.  See  it  soon  at  your  Texas 
Instruments  retailer. 

Creating  useful  products  R«» 
and  services  f<  ir  y<  >u.  vWMP 

Texas^^ 
Instruments 

Copyright  ©  198}  Texas  Instruments 


CELEBRITY. 

Compare  it  for  yourself.  We 
think  you'll  find  Celebrity 
yives  you  more  of  what  you 
want  in  a  new  car  today. 


Try  to  match  it  for  room. 

Celebrity  gives  you  a  comfortable 
98  cu.  ft.  of  passenger  room. 
More  than  Ford  LTD  or  Mercury 
Marquis,  more  than  Dodge  600, 
Chrysler  LeBaron  or  E-Class, 
more  than  Datsun  Maxima  or 
Toyota  Cressida. 

Try  to  match  it  for  power. 

Celebrity's  transverse-mounted 
2.5  Liter  engine  is  bigger  than  the 


standard  engine  you'll  get  in  ^ 
front-wheel-drive  car  from  Fo 
Mercury.  Dodge  or  Chrysler. 
Celebrity  has  a  standard  elect] 
cally  fuel-injected  engine.  Fo 
doesn't.  Mercury  Marquis  do> 
Dodge  600  doesn't.  Chrysler 
LeBaron  doesn't. 

Try  to  match  it  for  EPA  mi 

The  2.5  Liter  Celebrity's 

39  Est.  Hwy. .  [24]  EPA  Est.  1M 


GM     Let's  get  it  together. .  .buckle  up. 

 r  Use  estimated  MPG  for  comparisons.  Your  mileage  may  differ  depending  on  speed,  distance,  weather.  Actual  highway  mileage  lower. 
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CELtBRItV  •  CRURUER  •  CHEUETTE  •  ERIRRRO  •  CITRTIOR  •  PIRUBU  •  RJORTE  CRRLO  •  CRPR/CE  •  CORUEUE 


^>oth  Datsun  Maxima  and 
I  Cressida  with  standard 
| .  In  fact,  according  to 
ned  1983  EPA  mileage  rat- 
|relebrity*s  standard  gasoline 
H  team  even  beats  19  diesel 
|i  team  combinations. 

i  match  it  for  features. 

Hity  gives  you  automatic 
liission.  power  steering, 
ji  brakes  plus  front-wheel 


drive-all  standard.  Dodge  600  ES 
doesn't.  Mercury  Marquis  doesn't, 
Ford  LTD  doesn't.  And  Celebrity 
offers  you  both  V6  gasoline  and  V6 
Diesel  options.  Ford,  Mercury, 
Dodge. 'Chrysler,  Datsun,  Toyota 
don't. 

Try  to  match  it  for  price. 

You  won't  find  any  other  midsize 
sedan  with  front- wheel  drive,  auto- 
matic transmission  and  an  electroni- 


cally fuel-injected  standard  engine 
like  Celebrity  for  Celebrity's  price** 

Then  take  the  wheel. 

Experience  the  quietness  of 
Celebrity's  aerodynamics,  the 
smoothness  of  its  ride.  Discover  for 
yourself  what  we  mean  by  America's 
sales  leader . .  .taking  charge. 

**  Based  on  Manufacturers'  Suggested 

Retail  Prices.  Levels  of  equipment  will  vary. 


You  haven't  looked  into 
a  ROLM  phone  system? 
How  embarrassing! 


An  executive  nightmare 
in  one  act. . . 

You  all  thought  you'd  sold  the  Boss  on  a 
nice  safe  buy  from  Bell.  Then  just  as  you're 
about  to  breeze  onto  the  next  agenda  item 
the  old  man  gets  inquisitive. 

"What  about  ROLM?"  he  asks. 

Thinking  fast,  you  try  to  stall  him:  "No.  sir 
Carole  and  I  much  prefer  Naples  this 
time  of  year" 

"No.  I  mean  the  phones",  he  says.  "ROLM 
phones" 

"That's  what  I  mean,  sir"  you  counter 
desperately  The  phones,  the  mail.  The 
town's  great,  but  Rome's  phones  are  a  mess" 

By  now  the  old  man's  growing  a  bit 
agitated.  He  continues  to  press  you:  "I'm 
talking  about  ROLM.  R-O-L-M: 

You  search  the  faces  of  your  colleagues 
for  help.  But  by  now,  they're  counting  the 
wood  panels  on  the  ceiling.  Finally,  you 
fib  lamely:  "Oh  yes,  ahem.  ROLM.  Yes. 
well. .  .we,  uh,  should  be  hearing  back  from 


them.  uh.  next  week.  I  believe" 

Suddenly,  you  wake  in  a  cold  sweat  The 
next  day  at  the  office,  you  call  ROLM. 
And  within  no  time,  you.  the  boss  and 
ROLM  are  living  happily  everafter  with  a 
new  business  communications  system 
from  ROLM.  with  integrated  voice  and 
data  communications.  And.  as  you  in 
eluded  the  new  ROLM  PhoneMai 
message  system,  you're  on  top  of  all 
agenda  items! 

Moral:  In  the  search 
for  better  business 
communications  all 
roads  lead  to  ROLM 

Computer-controlled 
business  communications 
systems  from  ROLM  have  been  installed 
in  the  top  20  Fortune  500  companies,  the 
10  largest  computer  manufacturers,  the 
top  10  retailers,  nine  of  the  10  largest 
banks  and  many  more.  For  more  infor- 
mation on  our  systems  for  24  to  10.000 
phones,  call  toll-free,  800-538-8154* 


ROLM  Corporation.  4900  Old  1 
Drive.  MS-626.  Santa  Clara.  CA  9 


'Alaska  California  Hawaii  residents  call 
ext  3025 


ronsidfl 

5050. 

408)988-2900 


Anything  else  is  just  talk. 


Kaiser  Cement  spent  money  on  new  plants 
right  through  the  recession.  Now  it  stands 
to  benefit  most  from  a  recovery. 

Better, 
not  bigger 


It  looked  like  a  sure  bet  five  years 
ago,  when  Kaiser  Cement  CEO 
Walter  Ousterman  Jr.  launched  a 
multiyear,  $300  million  capital- 
spending  program.  Kaiser's  primary 
area  of  business,  California,  was 
booming.  No  one  expected  one  of  the 
nation's  best  markets  to  collapse.  But 
collapse  it  did:  Starts  in  housing — 
30%  of  Kaiser  sales— fell  from  a  1978 
peak  of  260,000  to  just  83,000  last 
year.  Nonresidential  construction — 
another  30%  of  sales — hasn't  fared 
much  better.  And  cement  exporters 
from  Japan  and  Australia  had  estab- 
lished a  solid  West  Coast  beachhead. 

A  classic  case  of  bad  timing  by  Walt 
Ousterman?  Look  again. 

While  larger  competitors  like  Lone 
Star  and  Gifford-Hill  were  running  in 
the  red  or  struggling  just  to  break  even 
last  year,  $270  million  (sales)  Kaiser's 
operating  income  was  a  relatively  en- 
viable $8  million. 

The  reason  is  obvious:  Ousterman 
spent  Kaiser's  money  replacing  out- 
moded capacity  with  computer-run, 
state-of-the-art  plants.  The  industry 
leaders,  on  the  other  hand,  concen- 
trated primarily  on  buying  other  ce- 
ment companies.  For  example,  Gif- 
ford-Hill  shelled  out  $235  million  in 
1979  to  buy  Amcord,  then  the  sixth- 
largest  company  in  the  business. 
While  that  put  GH  into  growth  areas 
like  California  and  Arizona,  it  also 
raised  the  company's  long-term  debt 
to  a  precarious  $291  million  against 
just  $153  million  in  equity. 

The  point  is  this:  Bigger  is  not  nec- 
essarily better  in  this  inherently  re- 
gional business.  Cement  cannot  be 
shipped  economically  overland  more 
than  200  miles. 

Rather,  in  the  cement  business,  bet- 
ter means  more  efficient.  And  Kaiser 
has  become  more  efficient.  So  has  ev- 
eryone else,  but  not  to  the  same  ex- 


tent. Today  about  86%  of  Kaiser's  ca- 
pacity has  the  latest  preheater  dry  pro- 
cess technology — more  than  any 
other  major  producer.  And,  by  moving 
sooner  and  faster,  Kaiser  paid  less  and 
borrowed  less  than  those  approaching 
modernization  more  cautiously  and 
only  now  switching. 

It  was  European  and  Japanese  ce- 
ment producers  who  discovered  that 
if  they  recycled  the  hot  gases  from 
their  firing  kilns  over  the  raw  cement 


mixture  before  it  entered  the  kiln, 
energy  costs  could  be  cut  an  impres- 
sive 30% .  Since  energy  is  half  the  cost 
in  making  cement,  that  was  a  revolu- 
tionary advance.  Kaiser  learned  about 
the  dry  preheater  process  in  a  joint 
venture  in  Japan  in  1967,  and  started 
switching  its  U.S.  plants  over  to  the 
technology  soon  after  the  Arab  oil  em- 
bargo made  investment  in  energy  sav- 
ings feasible. 

All  of  which  leaves  Kaiser  sitting 
pretty.  Gifford-Hill's  two  southern 
California  facilities,  picked  up  in  the 
Amcord  acquisition,  are  19  and  24 
years  old  and  have  not  been  converted 
to  the  preheater  process.  Preheater 
conversion — a  two-  or  three-year  af- 
fair— was  begun  only  last  year  at 
Southwestern  Portland's  Los  Angeles 
plants.  So  about  the  only  real  com- 
petitors are  California  Portland's 
newly  converted  plant  in  southern 
California  and  Lone  Star's  Santa  Cruz 
dry  facility,  which  is  about  half  the 
size  of  Kaiser's  competing  plant  in 
northern  California,  giving  Kaiser  bet- 
ter economies  of  scale  there  and  the 
advantages  of  market  dominance. 

Add  in  Kaiser's  solid  balance  sheet 
and  it  would  be  hard  to  find  a  cement 
company  better  situated  to  benefit 
from  a  recovery  in  housing  starts.  ■ 


Kaiser  Cement's  Ousterman  at  bis  new  northern  California  plant 
Ready  Jot  the  recovery. 
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Mergers.  Acquisitions. 

Divestitures. 
And  who  really  leads. 


Mergers  and  Acquisitions 

"       9  1982  1981  1980 

Number  of  Transactions-  ZT^r 

Lehman  Brothers  KuhnLoeb     W    ^  ^ 

Goldman  Sachs  38    30  12 

First  Boston 


Number  of  Transactor*  Ov«  HOG  M"-—— 
Lehman  Brothers  KuhnLoeb     ^    ^  ]Q 

Goldman  Sachs  19    22  5 

First  Boston 


Number  of  Divestitures. 


Lehman  Brothers  KuhnLoeb     J*  ■  ■  g 

Goldman  Sachs  9        3  2 

First  Boston 


 —  «auw»~-  -   y  ^ 


Leadership  cannot  be  reduced  to  numbers  alone. 
But  statistics  do  make  an  important  statement  about  a 
firm's  performance  and  capabilities. 

As  the  evidence  here  shows,  Lehman  Brothers  Kuhn 
Loeb  is  a  leader  in  Mergers  and  Acquisitions.  A  consistent 
leader.  Not  just  for  this  year  or  last— but  for  three  consec- 
utive years. 

These  numbers  are  conservative.  The  figures  of  the 
authoritative  publication,  Institutional  Investor,  show 
Lehman  Brothers'  1982  performance  to  be  even  stronger. 
And  Corporate  Financing  Week  (1/31/83)  said  "For  the 
third  year  in  a  row,  Lehman  Brothers  is  first  in  our  count 
of  Merger  and  Acquisition  tombstones  placed  in  The  Wail 
Street  Journal. . ."  In  the  past  three  years, 
Lehman  Brothers  completed  144  of  these 
transactions  — more  than  any  other  firm  — 
for  an  average  of  nearly  one  a  week,  ranging 
from  less  than  $10  million  to  over  $4  billion. 

By  almost  any  set  of  numbers,  the  three 
firms  represented  here  are  the  clear  leaders. 
But  leadership  must  be  measured  in  more 
than  just  numbers.  It  must  be  measured  in 
how  an  investment  bank  helps  its  clients 
achieve  their  objectives.  In  no  area  is  this 
more  true  than  corporate  Divestitures. 

Divestitures  — 
Unquestioned  Leadership 

Lehman  Brothers'  leadership  in  Divest- 
itures, by  any  measure,  is  unequalled.  While 
we  are  proud  of  all  our  Divestiture  trans- 
actions, and  would  be  pleased  to  discuss  any 
of  those  where  we  are  authorized  to  do  so, 
the  following  four  of  our  more  visible  case 
studies  underscore  this  leadership  in  no 
uncertain  terms. 

Burlington  Northern 

Burlington  Northern  decided  to  sell  its 
highly  successful  air  freight  forwarding 
subsidiary  because  it  did  not  fit  BN's  long 
term  strategy.  Confidentiality  was  critical,  so 
Lehman  Brothers  identified  and  contacted 
a  limited  number  of  likely  buyers.  Despite 
this  confidential  process,  we  were  able  to 
create  a  competitive  environment  which 
resulted  in  a  cash  price  of  $177  million. 
This  was  almost  six  times  its  book  value  and 
exceeded  the  expectations  of  most  industry 
observers. 

Chrysler  Corporation 

Chrysler  decided  to  divest  its  Chrysler 
Defense  Division  — which  is  the  only  man- 
ufacturer of  tanks  for  the  U.S.  Army —  in 
order  to  raise  cash  and  to  indicate  to  the 
financial  and  business  communities  that  it 
was  concentrating  its  resources  in  its  auto- 
mobile business.  Lehman  Brothers  iden- 


tified 25  qualified  prospects  and  managed 
the  sales  process  so  that  potential  buyers 
were  competing  with  each  other  for  Chrysler 
Defense.  This  turned  Chrysler  into  a 
"strong"  seller,  even  given  its  weakened 
financial  position  at  that  time.  Chrysler 
Defense  was  sold  for  $336  million.  That 
figure  was  substantially  above  its  book  value. 
Chrysler  now  has  a  cash  position  of  $1  billion. 

CSX  Corporation 

CSX  decided  to  sell  its  Florida  Publish- 
ing subsidiary.  Lehman  Brothers  used  a 
divestiture  tactic  — a  two-step,  sealed-bid 
auction  — never  before  used  to  sell  a  news- 
paper. Each  major  newspaper  organization, 
in  the  U.S.  and  abroad,  was  contacted  to 
participate,  This  procedure  netted  CSX  one 
of  the  highest  prices  ever  bid  for  a  single 
newspaper.  . 

International  Harvester 

International  Harvester  critically 
needed  working  capital.  The  Company  re- 
tained Lehman  Brothers  to  help  it  sell  four 
separate  businesses  — The  Solar  Turbines 
International  Division,  IH's  construction 
equipment  business,  The  Association  Life 
Insurance  Company,  Inc.  and  IH's  29%  in- 
terest in  Steiger  Tractor,  Inc.  Employing  a 
variety  of  divestiture  techniques,  we  con- 
tacted a  world-wide  spectrum  of  potential 
buyers  and  ultimately  sold  these  businesses 
to  four  different  buyers.  As  a  result,  Inter- 
national Harvester  raised  over  $600  million 
in  cash— far  more  than  IH  management 
had  expected. 

The  message  is  clear.  In  Divestitures  — 
in  all  Merger  and  Acquisition  areas  — 
Lehman  Brothers  gets  the  tough  ones  done. 
A  team  of  seven  Managing  Directors  works 
exclusively  in  Mergers  and  Acquisitions. 
This  group,  in  tandem  with  the  firm's  in- 
dustry and  international  specialists,  can 
show  you  what  lies  behind  the  numbers. 
Who  really  leads  in  Mergers,  Acquisitions 
and  Divestitures?  Lehman  Brothers. 


Who  gets  the  tough  ones  done? 

More  than  likely  it's 
Lehman  Brothers 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 

55  Water  Street,  New  York,  NY  10041  /  (212)  558-1500 


Streetwalker 


What's  bad  for  farmers 

Buy  ideas  are  a  dime  a  dozen  on  Wall 
Street,  but  a  good  sell  idea  is  hard 
to  come  by.  Here's  one  of  the  latter 
from  analyst  Anantha  Raman  of  First 
Boston:  Sell  Monsanto.  Why?  Because 
it  is  heavily  dependent  on  agricultural 
chemicals  (87%  of  profits  in  1982). 
While  its  laggard  businesses  like  plas- 
tics and  resins  will  share  in  the  early 
stages  of  the  economic  recovery,  ag 
chemicals  will  be  on  hold  because  of 
continued  grain  surpluses  and  the  ef- 
fect of  Washington's  payments-in- 
kind  program.  Raman  expects  earn- 
ings to  be  flat  this  year  (at  around 
1982's  $8.79  a  share)  and  to  rise  only 
modestly  (to  about  $10)  in  1984 — pro- 
vided agriculture's  problems  don't  get 
worse.  But  the  stock  has  climbed  50%, 
to  90,  since  the  market  began  rising 
last  August,  and  such  strength,  Raman 
says,  isn't  justified  by  Monsanto's 
near-term  prospects.  Raman:  "I'd  sell 
into  strength,  and  by  the  end  of  March 
that  may  be  tough." — Thomas  Jaffe 

Harry  Oppenheimer 
and  the  pilot  fish 

Harry  Oppenheimer,  semi-retired 
boss  of  De  Beers  and  other  bil- 
lion-dollar enterprises,  has  been  mak- 
ing some  interesting  moves.  Clearly 
wary  of  Canada's  leftward  lean,  he  has 
taken  Hudson  Bay  Mining,  the  Cana- 
dian treasure  trove  of  minerals  he  has 
controlled  since  the  early  1960s,  and 
folded  it  into  a  U.S.  company  of  his 
called  Plateau  Holdings.  But  that's 
only  the  start.  Plateau,  in  turn, 
will  be  controlled  by  Oppen- 
heimer's  Bermuda-based  Miner- 
als &  Resources  Corp. — Mi- 
norco  for  short.  A  couple  of 
years  ago,  Oppenheimer  put 
into  Minorco  $1  billion  or  so 
worth  of  equities  in  various 
companies  he  controls  around 
the  world.  Nice,  anonymous 
place,  Bermuda. 

Does  that  sound  complicat- 
ed? That's  okay  with  Oppenhei- 
mer, who  would  just  as  soon 
confuse  covetous  governments. 
But  some  Wall  Street  types  are 
fascinated  and  think  they  can 
profit  from  Oppenheimer's  re- 
deployments. They  have  bought 
into  Minorco,  which  they  see  as 
an  underpriced  pile  of  assets. 

Minorco's  diversified  natural 
resources  portfolio  includes 
such  attractive  properties  as 
Consolidated     Gold  Fields, 


Charter  Consolidated,  Engelhard 
Corp.  and  Newmont  Mining.  Besides 
natural  resources  it  owns  a  28%  inter- 
est in  Phibro-Salomon,  whose  price 
has  more  than  doubled  since  the  fall. 
Not  bad  for  an  outfit  with  headquar- 
ters that  are  little  more  than  'a  mail 
slot  in  the  tropics. 

Fidelity  Magellan  holds  over 
200,000  shares.  The  Oppenheimer  (no 
relation)  Directors  Fund  has  a  major 
position  in  the  company's  convertible 
Eurobonds.  Balis  &  Zorn,  a  small  Wall 
Street  brokerage  that  caters  to  the 
wealthy,  is  also  steering  its  clients 
into  the  Eurobonds. 

Minorco  has  163  million  shares  out- 
standing, but  Oppenheimer  subsidiar- 
ies control  80%  of  the  stock.  That 
leaves  only  34  million  shares  to  trade, 
which  makes  convertible  debentures 
an  attractive  alternative.  Each  of  the 
debentures,  which  sell  for  about 
$1,400,  is  convertible  into  122.5 
shares  of  common,  for  a  cost  of  only 
$  1 1 .43  a  share.  That,  plus  the  6%  yield 
on  the  debentures,  attracts  some  in- 
vestors. The  common  yields  only  2%. 

Minorco  trades  principally  in  Lon- 
don. It  has  little  following  in  the  U.S. 
The  company's  directors,  managers 
and  operating  executives  are  tight- 
lipped.  The  company's  far-flung  and 
interlocking  operations  confuse  and 
overwhelm  most  analysts. 

For  those  willing  to  dig  deeper,  Mi- 
norco is  a  jew(el.  The  value  of  its  hold- 
ings in  Phibro  and  Engelhard  is  worth 
over  $9.50  per  Minorco  share,  which 
currently  sells  for  about  $12.  What's 
the  rest  worth?  Probably  at  least  $4  a 


Minerals  monarch  I  lurry  Oppenheimer 
Basking  in  Bermuda. 


share  at  recent  prices.  But  don't  buy 
Minorco  just  for  the  discount  from 
net  asset  value.  Buy  it  as  a  leveraged 
means  of  betting  on  a  worldwide  re- 
covery in  natural  resources. 

Says  Lang  Gerhard  of  the  Directors) 
Fund:  "As  I  see  it,  Salomon's  earnings 
will  pay  the  rent  until  the  recovery 
and  still  lower  interest  rates  boost 
Phibro's  trading  profits.  By  then,  with 
any  kind  of  international  recovery, 
Minorco's  copper  operations  [Engel- 
hard] should  revive  and  boost  earn- 
ings even  more."  Analysts  think  per- 
share  earnings,  only  84  cents  last  year,  | 
may  rise  to  over  $2  a  share  in  two  to 
three  years.  Nobody's  touting  Mi- 
norco for  a  quick  turn.  Its  fans  are) 
following  Oppenheimer's  example. 
They  are  holding  on  for  the  long 
term. — Peter  Kadzis 

Oxy  gives  a  hostage 

Does  a  return  of  23%  sound  appeal- 
ing to  you  now  that  interest  rates 
are  heading  down  ?  If  so,  Charles  Balis  of 
Balis  &  Zorn  has  a  tip  for  you:  Buy 
Occidental  Petroleum  Series  I  pre- 
ferred stock.  Trading  at  around  $93,  the 
shares  carry  an  annual  dividend  of 
$15.50.  That's  a  return  of  something 
over  16%.  To  get  it  up  to  23%,  you  do 
this:  Buy,  say,  100  shares  for  cash  and 
then  use  those  as  collateral  for  a 
broker's  loan  to  buy  another  1 00  shares. 
The  going  rate  for  broker  loans  is 
10.5%.  The  annual  dividend  on  200 
shares  is  $3, 1 00.  Interest  on  the  $9,300 
broker  loan  is  about  $980.  Subtract  the 
interest  from  the  dividend  and  you  end 
with  a  net  income  of  about  $2,100. 
That's  a  pretax  return  of  23%  on  your 
investment  of  $9,300.  It's  an  even  bet- 
ter deal  if  you  are  a  corporate 
treasurer,  because  corporations 
can  deduct  from  their  taxable 
income  all  the  interest  paid, 
while  most  of  the  dividend  re- 
ceived is  tax-free.  For  a  corpora- 
tion in  the  50%  bracket,  the  after- 
tax yield  is  about  26% . 

How  safe  is  the  dividend?  The 
preferred  was  issued  to  help 
Oxy  pay  for  buying  Cities  Ser- 
vice. This  purchase  has  put  Oxy 
into  a  cash  squeeze,  but,  says 
Balis,  Oxy  is  working  its  way 
out  of  the  squeeze  by  selling 
unwanted  assets.  Balis  also  feels 
that  preferred  shareholders  have 
a  hostage:  Oxy's  common  share- 
holders. If  Oxy  were  to  miss  a 
payment  on  the  preferred,  it 
would  have  to  eliminate  its 
common  dividend  entirely,  and 
that  is  something  Oxy's  shrewd 
Armand  Hammer  would  do 
only  as  a  last  resort. — T.J. 
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AT  FRANK  B.  HALL, 
INSURANCE  IS 

NOT  JUST  ANOTHER 
DULL  SUBJECT 


In  fact,  there's  never  a  dull  moment  at  Frank  B.  Hall,  the  world's  most  inventive 
insurance  services  firm.  We're  busy  setting  the  pace,  developing  new  generation 
protection  for  the  human  and  financial  assets  of  the  corporate  community.  Insurance 
can  be  exciting.  If  your  insurance  services  firm  is  progressive.  So  make  Frank  B.  Hall 
your  Protection  Connection™  to  the  new  world  of  risk  management. 

And  share  in  the  excitement. 

ineJmtECt\on 

FRANK  B.  HALL&  CO.  mrneaion 

The  Protection  Connection  is  a  trademark  and  services  mark  of  Hallways  Advertising,  Inc  Copyright  <c>  Hallways  Advertising,  Inc.,  1983  All  rights  reserved 


TheTelevideoTS  1603 


"I  chose  TeleVideo's 
Personal  Computer  for  all 

the  things  IBM  left  out" 


I  didn't  choose  TeleVideo  because  it's 
$1,000  less  than  IBM*  It  was  because 
TeleVideo  thought  of  everything. 

To  begin  with,  my  TeleVideo  has  twice 
as  much  storage  capacity  as  IBM,  even 
with  the  extra  cost  IBM  disk  drive.  I  can 
use  that  extra  capacity. 

My  TeleVideo  came  with  a  big  14" 
screen  that's  easier  to  read,  and  it  tilts  for 
the  extra  comfort  that's  so  important 
when  you  use  a  computer  as  much  as  I 
do.  With  IBM,  you  pay  more  for  a  smaller 
12"  screen  that  doesn't  tilt  at  all. 

Another  thing  I  like.  TeleVideo 's  key- 
board is  so  lightweight  and  comfortable 
my  fingers  hardly  know  they're  working. 
IBM's  keyboard?  It's  a  little  behind  the 
times. 

TeleVideo  also  gave  me  the  choice  of 
popular  CP/M®  or  MS-DOS®  operating 
systems— FREE— so  I  can  pick  from 
thousands  of  proven  software  programs. 
You  can  get  the  same  option  from  IBM, 
but  you  have  to  pay  for  the  privilege. 

Last  but  not  least,  TeleVideo's  network 
capabilities  give  me  a  real  growth  path 


for  the  future,  linking  up  to  sixteen 
computers  in  one  powerful  network.  You 
can't  get  that  from  IBM 

So  before  you  choose  any  personal 
computer,  do  like  I  did  and  compare. 
You'll  see  that  TeleVideo  gives  you  a  lot 
more  computer  for  a  lot  less  money. 
And  you'll  buy  TeleVideo  because  they 
didn't  leave  anything  out. 

For  more  information,  write  TeleVideo 
Systems,  Inc.,  1170  Morse  Ave.,  Sunny- 
vale, CA  94086,  call  toll-free  800-538- 
1780  (In  California  call  800-672-3470 
Ext.  945),  call  one  of  our  authorized 
distributors  or  dealers,  or  contact  one  of 
our  regional  sales  offices,  listed  below. 

Northeast  Region,  617-369-9370 
Eastern  Region,  703-556-7764 
Southeast  Region,  404-447-1231 
Midwest  Region,  312-969-0112 
South  Central  Region,  214-258-6776 
Northwest  Region,  408-745-7760 
Southwest  Region,  714-752-9488 
European  Sales  (Holland),  (31)  075-7461 
UK/Scandinavia  Sales,  (44)  0908-668-778 

TeleVideo  Systems  are  fully  serviced  nationwide  by  TRW 

'Based  on  manufacturer's  suggested  retail  prices  for  comparably  equipped  computer 


^TeleVideo  Systems,  Inc. 

IBM  is  a  registered  trademark  of  International  Business  Machines,  Inc.  CP/M  is  a  registered  trademark  of  Digital  Research,  Inc  MS-DOS  is  a  registered  trademark  of  MicroSoft,  Inc 


Is  Kuwait  ready  for  Toys  7?'  Us?  Is  Manhat- 
tan? The  chain  has  been  a  spectacular 
success,  but  you  haven  t  seen  anything  yet. 


Toys  'r'  fun 


By  Subrata  N.  Chakravarty 

It's  the  old  story.  A  company 
starts  small,  catches  on  and  grows 
like  a  brushfire.  But  then  it  hits 
the  billion-dollar  level,  slows  down 
and  within  a  few  years  it's  just  an- 
other big  company.  Will  that  happen 
to  Charles  Lazarus'  Toys  'R'  Us,  the 
nation's  largest  toy  retailer,  which 
passed  the  $1  billion  mark  this 
year?  Is  Toys  getting  short  of 
breath?  Don't  bet  on  it.  Unlike 
most  superfast  growth  compa- 
nies, Toys  may  be  just  hitting 
its  stride.  For  Charles  Lazarus, 
its  founder  and  chairman,  the 
best  may  be  yet  to  come.  "Ev- 
erybody enjoys  buying  toys," 
says  Lazarus.  "It's  fun,  and 
that  makes  it  a  fun  business." 

Not  for  everybody,  it  isn't. 
Lionel  Corp.,  Lazarus'  main  ri- 
val, went  into  Chapter  1 1  reor- 
ganization last  year.  Child 
World,  about  half  as  big  as 
Toys  'R'  Us  a  few  years  ago,  is 
now  a  quarter  the  size  of  its 
competitor.  Less  than  five 
years  ago,  Toys  'R'  Us  itself 
was  in  bankruptcy.  Yet  in 
1982,  a  year  of  deep  recession, 
Toys  'R'  Us  managed  to  in- 
crease its  sales  by  nearly  35%, 
to  more  than  $1  billion.  Earn- 
ings for  fiscal  1983,  ended  Jan. 
30,  rose  30%,  to  over  $63  million. 
That's  6%  net  on  sales,  an  extremely 
handsome  margin  for  a  retailer. 

For  all  this,  Toys  'R'  Us  may  be  just 
beginning  to  grow.  It  has  hardly  pene- 
trated the  American  toy  market, 
much  less  the  world  market. 

Despite  the  lack  of  competition, 
Toys  'R'  Us'  years  of  growth  have 
gained  it  only  1 1%  of  the  toy  market. 
Even  in  the  richest  U.S.  retail  mar- 
kets, Toys  'R'  Us  has  yet  to  reach  the 


saturation  point.  According  to  Robert 
Schweich,  an  analyst  at  Wertheim  & 
Co.,  the  chain  isn't  represented  in  6  of 
the  top  20  retail  toy  areas,  including 
Minneapolis/St.  Paul,  St.  Louis,  At- 
lanta and  Cleveland.  Stores  have 
opened  in  Boston,  Miami  and  Phila- 
delphia only  in  the  past  three  years. 
There  is  no  Toys  'R'  Us  store  in  Man- 
hattan. The  chain  even  foregoes  na- 


Toys  'R'  Us'  Geoffrey*  and  boss,  Charles  Lazarus 
"I  want  it.  I  was  poor.  I  wanted  to  be  rich." 


tional  television  advertising,  so  limit- 
ed is  its  presence.  "They've  barely 
scratched  the  surface,"  says 
Schweich,  who  believes  Toys  'R'  Us 
will  reach  sales  of  $5  billion  to  $6 
billion  in  1989. 

On  his  desk,  Lazarus  keeps  a  file  of 
more  than  300  locations  already  iden- 
tified as  future  store  sites  by  the  Toys 
'R'  Us  real  estate  department.  The 
chain,  which  now  has  only  144  stores, 
is  adding  new  domestic  stores  at  the 


rate  of  18%  a  year.  This  year  it  will 
open  its  first  five  stores  in  Canada. 
Last  year  it  signed  a  long-term  agree- 
ment with  a  large  Kuwaiti  firm.  Toys 
'R'  Us  will  collect  a  fixed  fee,  a  buying 
commission  and  a  percentage  of  the 
Kuwaiti  firm's  sales.  The  firm,  Algh- 
anim,  will  open  its  first  store  in  Ku- 
wait City  in  September  and  intends  to 
expand  throughout  the  Middle  East. 
The  venture  is  frankly  experimental. 
Lazarus  hopes  it  will  teach  him  how 
to  expand  elsewhere  overseas. 

At  the  same  time,  Toys  'R'  Us  is 
increasing  its  business  in  children's 
clothing.  Lazarus  has  high  hopes  for  a 
new  division,  tentatively  named  Kids 
'R'  Us,  which  will  open  four  pilot 
stores  this  year.  Beyond  international 
expansion  and  entry  into  the  chil- 
dren's clothing  market,  Lazarus  is 
considering  even  more  fundamental 
diversification,  vertical  integration  of 
the  business  with  the  manufacture  of 
a  basic  line  of  toys. 

To  Lazarus,  age  59,  son  of  a  bicycle 
repair  shop  owner  in  Washington, 
D.C.,  business  without  growth  seems 
unthinkable.  "We  have  enthusiasm, 
joy  and  a  sense  of  togetherness  in  do- 
ing something,"  he  says  of  his  com- 
pany. "What  we  do  is  the  es- 
sence of  America — making  a 
business  grow.  If  you're  going 
to  be  a  success  in  life,  you  have 
to  want  it.  I  wanted  it.  I  was 
poor.  I  wanted  to  be  rich." 

It  has  been  a  breathtaking 
rise  for  Lazarus  since  1978, 
when  Toys  'R'  Us  emerged 
from  the  bankrupt  tomb  of  In- 
terstate Stores,  of  which  it  had 
been  a  small  division.  In  1948, 
when  he  got  out  of  the  Army, 
Lazarus  rented  his  father's  bi- 
cycle repair  shop  on  the 
ground  floor  of  the  house 
where  he  was  born  and  began 
selling  baby  furniture. 

He  soon  found  there  was 
more  to  kids  than  baby  furni- 
ture. Within  months,  custom- 
ers were  asking  for  toys.  Those 
who  bought  toys,  he  found,  re- 
turned for  more.  Those  who 
bought  cribs  or  high  chairs 

  generally  didn't.  Lazarus  got 

the  message  and  switched  to  selling 
mostly  toys,  a  business  in  which  there 
was  little  organized  competition. 

Lazarus  sold  his  four-store  chain  to 
Interstate  Stores  in  1966.  That  proved 
a  nearly  fatal  move.  Lazarus  was  left 
alone  to  expand  Toys  'R'  Us  rapidly, 
but  Interstate,  a  poorly  managed 
hodgepodge  of  department  stores,  em- 
barked upon  an  overambitious  expan- 
sion into  discount  stores.  It  went 
bankrupt  in  1974,  dragging  Toys  'R' 
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Us  under  with  it.  Even  in  bankruptcy, 
however,  Tpys  'R'  Us  continued  to 
grow,  and  when  Interstate  emerged 
from  bankruptcy  in  1978,  it  did  so  as 
Toys  'R'  Us,  with  Lazarus  at  its  helm. 
Since  then,  he  has  doubled  the 
number  of  toy  stores,  to  144,  while 
disposing  of  all  but  four  of  the  depart- 
ment stores.  Lazarus  is  particularly 
proud  to  say  that  none  of  Interstate 's 
creditors  lost  money  in  the  bankrupt- 
cy. Those  who  kept  the  stock  they 
were  issued  in  1978  have  seen  it  rise 
more  than  twentyfold. 

Toy  retailing  may  not  appear  to  be 
that  complicated,  but  Toys  'R'  Us  is 
almost  alone  in  its  field.  Not  that 
others  haven't  tried  to  emulate  its 


toys.  Toys  'R'  Us  stores  are  toy  super- 
markets, typically  on  the  way  to  a 
shopping  mall  rather  than  in  the  mall, 
where  rents  are  higher.  The  stores  are 
laid  out  identically.  Each  offers  mini- 
mal service  but  with  the  widest  possi- 
ble choice  at  discounted  prices. 

Toys  'R'  Us  specializes  in  toys  and 
sells  them  year-round.  That's  a  gutsy 
policy,  since  over  half  its  sales  are 
generated  in  the  fourth  quarter,  most- 
ly in  the  six  weeks  before  Christmas. 
Nevertheless,  the  company  has  in- 
creased the  contribution  of  the  first 
nine  months  to  total  earnings  from 
7.5%  to  almost  20%  since  fiscal  1980. 

The  year-round  presence  pays  off  in 
a  number  of  ways.  It  builds  customer 


Christmastime  at  Toys  'R'  Us 

"What  we  do  is  the  essence  of  America:  making  a  business  grow. 


success.  W.R.  Grace  tried  and  failed; 
Child  World  faltered,  and  sold  out  to 
Cole  National;  Lionel  went  into  reor- 
ganization. Department  store  toy  de- 
partments have  shrunk.  What  then  is 
Toys  'R'  Us'  unique  magic?  "There's 
no  magic,"  declares  Oppenheimer  & 
Co.  analyst  Bruce  Missett.  "Toys  'R' 
Us  is  simply  better  at  it.  They  have 
an  excellent  concept  and  disciplined 
execution." 

The  real  reason  is  simpler  still: 
Lazarus  calls  it  enthusiasm  and  ambi- 
tion. Of  Lionel  he  says:  "They  had  no 
purpose  in  business.  They  had  no  aim, 
no  ambition,  no  goal.  They  kept  fum- 
bling around.  Someone  in  that  com- 
pany once  said  to  me,  'You  have  a 
tremendous  advantage.  You  love 
what  you  do.  I  only  do  it  to  earn  a 
living.'  The  sense  of  participation  was 
never  there."  Sounds  a  bit  hokey,  but 
it  isn't.  Lazarus  really  does  love  the 
business.  So  do  his  employees. 

But  love  alone  isn't  enough.  There  is 
also  the  concept  that  Missett  speaks 
of.  Simply  put,  Toys  'R'  Us'  plan  is  to 
be  a  customer's  only  port  of  call  for 


loyalty  so  Toys  'R'  Us  gains  market 
share  during  the  year.  It  enables  Toys 
'R'  Us  to  test  the  water  and  get  an  early 
indication  of  what's  hot  and  what's 
not.  While  most  stores  that  sell  toys  at 
Christmas  are  now  selling  other  sea- 
sonal items  like  lawn  furniture  in- 
stead, Toys  'R'  Us  continues  to  sell 
just  toys  and  a  few  related  items  like 
disposable  diapers  and  children's 
clothing. 

The  stores  carry  18,000  items.  "We 
have  the  broadest  reach  of  any  com- 
pany in  the  U.S.,"  Lazarus  boasts. 
"There  are  people  who  cannot  afford 
McDonald's  and  people  who  will  not 
go  to  McDonald's.  If  you're  poor,  you 
must  shop  at  our  store  because  you'll 
save  money.  If  you're  rich,  it's  the 
only  place  you  can  go  to  see  every- 
thing, because  we've  got  it  all." 

Toys  'R'  Us  can  influence  what  gets 
made  by  its  decision  to  buy  or  not.  As 
one  of  the  manufacturers'  largest  cus- 
tomers, it  gets  priority  on  deliveries. 
Because  it  operates  year-round  and 
has  extensive  warehouse  space,  it  can 
benefit  by  placing  orders  in  February 


at  a  discount,  orders  that  need  not  bd 
paid  for  until  the  following  January. 
Buying  terms  get  tighter  as  the  Christ- 
mas season  approaches.  Because  thel 
cost  of  the  discount  and  carrying  the; 
inventory  are  worked  into  the  manu- 
facturers' prices,  Toys  'R'  Us  gets  a; 
double  advantage:  It  gets  the  dis 
counts  and  the  easy  terms;  its  com 
petitors  share  the  cost. 

Toys  'R'  Us  has  its  greatest  strength! 
in  its  computerized  inventory  contro 
system,  which  logs  sales  by  item  andl 
by  store  each  day  and  compares  themi 
to  projections.  The  projections  are 
constantly  honed  by  actual  selling  ex- 
perience. Last  year,  for  example,  Toys 
'R'  Us  was  not  burned  by  the  falloff  in 
videogame  cartridge  sales  because  it 
had  bought  carefully  all  year. 

The  headquarters  group  is  com- 
posed almost  entirely  of  specialists, 
whether  in  store  management,  real 
estate,  buying  or  computer  oper- 
ations. Lazarus  likes  it  that  way.  "Our 
company  is  made  up  of  people  who 
have  talent  but  are  not  necessarily 
complete  people,"  he  says.  "But  you 
put  each  of  those  talents  together  and 
it  makes  one  hell  of  a  company.  If 
each  one  were  a  complete  individual, 
I'd  probably  have  a  lot  of  trouble.  Each 
one  would  want  to  do  everything." 

That  specialization  may  pose  a 
problem  when  Lazarus  departs  the 
scene.  Norman  Ricken,  who  became 
Toys  'R'  Us  president  last  year,  had  no 
experience  in  merchandising  or  store 
management  until  then.  Everyone 
else  learns  about  other  areas  mostly 
by  osmosis  or  through  group  meet- 
ings. There  is  little  movement  of  peo- 
ple around  the  company  to  gain  expe- 
rience. Yet  Toys  'R'  Us  prides  itself  on 
promoting  only  from  within. 

The  one  who  has  been  pulling  all 
the  talents  together  thus  far  is  Charles 
Lazarus.  He  has  done  a  superlative 
job.  Since  1977  sales  have  almost  qua- 
drupled and  earnings  are  up  almost 
sixfold.  The  stock  has  been  split  3-for- 
2  each  year  for  the  past  three  years 
and  will  split  again  this  year. 

And  what  drives  Charles  Lazarus 
now  that  he's  worth  over  $75  million 
on  paper?  His  wife,  the  well-known 
psychiatrist  and  specialist  in  human 
sexuality,  Helen  Singer  Kaplan, 
would  like  to  know,  too.  Says  Laza- 
rus: "She  asked  me:  'Why  do  you  con- 
tinue to  grow?'  I  said:  'Because  that's 
the  enjoyment.'  It  isn't  that  if  you 
don't  go  uphill,  you  go  downhill.  It's 
the  pure  pleasure  of  the  business.  My 
ego  now  is  in  the  growth  of  this  com- 
pany and  seeing  how  well  we  can  do 
something,  how  we  can  continue  to 
improve  it,  not  just  sit  back  and  say 
it's  good  enough."  ■ 
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There  are  two  basic  types  of  software,  systems  and  applications.  Both  are  needed  in  order  for  the  computer  to  perform  usefi 
tasks.  Systems  software  is  comprised  of  several  components.  The  operating  system  acts  as  a  master  scheduler,  allocatir 
resources  of  computing  time,  memory  and  peripheral  devices  among  various  users  or  tasks.  Database  management  systerr 
organize,  store,  retrieve  and  manipulate  data.  Communications  software  allow  various  computing  devices  to  interact  with  eac 
other  sharing  information  and  executing  instructions.  Languages,  such  as  BASIC,  COBOL  and  FORTRAN,  translate  hums' 
statements  into  computer-readable  instructions.  Applications  software  directs  the  computer  to  fulfill  a  specific  requirement,  frot 
Pac  Man  to  financial  modeling. 


INTRODUCTION   

Every  business,  or  business  unit,  can  now 
afford  a  computer;  however  a  computer  by 
itself  is  only  an  engine,  providing  raw  horse- 
power It  cannot  manage  data,  perform 
financial  analysis,  transfer  funds,  or  design 
an  airplane  wing.  The  physical  engine 
connects  to  the  needs  of  the  business  via 
logical  instructions,  or  programs,  which 
direct  the  computer  to  perform  required 
activities.  The  general  term  for  these  in- 
structions is  software. 

Despite  software's  role  as  the  most 
critical  management  information  resource, 
many  executives  have  not  yet  unwrapped 
the  veil  that  has  historically  shrouded  the 
subject.  Traditional  wisdom  has  encour- 
aged the  belief  that  computer  software  is 
an  arcane  art  only  understood  by  data 
processing  professionals,  college  students, 
and  chiid  prodigies.  As  advances  in  inte- 
grated circuit  technology  will  rapidly  place 
a  computer  on  every  desktop,  managers 
will  need  to  improve  their  understanding  in 
order  to  act  responsibly  as  both  prospec- 


tive buyers  and  end  users  of  computer 
software  and  related  services 

Although  developing  this  improved  un- 
derstanding will  certainly  require  some 
effort,  managers  will  not  have  to  learn  a 
new  language  or  even  master  a  typewriter 
keyboard.  Recent  advances  in  software 
technology  enable  managers  to  achieve 
the  advantages  of  automation  by  execu- 
ting straightforward  English  language  com- 
mands with  an  electronic,  handheld  point- 
er. Ready-to-mstall  software  packages  are 
available  for  almost  every  conceivable 
application  Software  and  hardware  can 
be  purchased  together  as  an  integrated 
package  from  a  single  vendor  Large  data- 
bases are  now  accessible  directly  by  per- 
sonal computers  in  the  home  and  office  via 
standard  telephone  hook-ups.  International 
telecommunications  networks  facilitate 
communications  between  computers  of  all 
types  and  sizes.  Consultants  can  create 
customized  systems  specific  to  the  needs 
of  any  sized  organization.  Despite  the  vast 
array  of  products  and  services  available 


from  independent  vendors,  managers 
not  neglect  their  own  m-house  resoi 
A  new  generation  of  productivity  tool 
enhanced  the  professional  program! 
ability  to  respond  quickly  to  demano 
new  and /or  improved  applications. 

As  both  the  significance  and  com 
ity  of  qualifying  and  acquiring  softwan 
services  has  increased  rapidly,  man 
ment  must  be  well-informed  of  all 
options.  This  Forbes  special  supple 
will  survey  the  range  of  computer  soft 
options,  highlight  the  critical  factor 
volved  in  the  development  of  new  app 
tions  (what  we  call  a  "make  vs.  buy"  a| 
sis)  and  analyze  future  trends. 
Note:  In  the  May  23rd  issue  of  Fo 
Gartner  Group  will  present  'Vers 
Computing"  which  will  explore  user 
natives  for  enhancing  clerical,  profess 
and  managerial  productivity  through  m 
computers,  minicomputers  andmamft 
computers.  Other  key  issues  will  inc. 
integration  of  functions,  user  econor 
software  offerings,  and  training  and  c 
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Announcing  a  complete,  unified 
software  system  for  manuj&cturers. 


Developing  a  manufacturing  planning  and  control 
system  takes  skill  and  time.  You  can  buy  various 
parts  from  different  vendors  and  build  the  interfaces 
yourself.  Then  test  and  implement  the  software. 
Or  you  can  have  the  Xerox  Manufacturing  System. 
An  advanced  software  architecture  from  Xerox 
has  done  all  the  work  for  you.  Integrated  applica- 
tions, systems  software,  analytical  tools,  and  personal 
computers  joined  in  one  complete,  unified  system. 

Every  department  works  with  information  from 
the  same  database.  Closed-loop  business  applications 
help  you  plan  and  execute  your  priorities  and  manage 
costs  at  optimum  levels.  Master  scheduling,  MRP  II, 
inventory,  order  entry,  costing,  production  control, 
procurement,  receivables,  payables,  and  financial 
modules  are  combined  in  the  most  powerful  operating 
management  tool  available  today. 

Plus,  easy-to-use  programs  for  inquiry,  reporting, 
data  manipulation,  modeling,  forecasting,  and  graphic 
display.  And  a  personal  computer  link  to  your  main- 
frame, the  first  practical  application  of  its  kind. 
Xerox  software  is  completely  portable  across  all 


XEROX® is  a  trademark  of  XEROX  CORPORATION  VAX*  is  a  trademark  of  Digital  Equipment 
Corporation.    IBM®is  a  trademark  of  International  Business  Machines  Corporation. 


IBM  4300,  370,  and  3000  computers  and  operating 
systems.  You  can  use  it  on  your  computer  or,  as  an 
option,  start  with  our  timesharing  service.  Then, 
when  you're  ready,  move  the  software  and  database 
in-house.  In  one  weekend.  Our  systems  run  on  Digital 
VAX  minicomputers,  too. 

Implementation  support,  consulting,  and  educa- 
tion services  are  available  nationwide.  For  more  infor- 
mation, call  toll-free  (800)  323-2818,  Operator  148. 
In  Illinois,  call  (800)  942-1166.  Or  return  this  coupon. 

Xerox  Computer  Services 

c/o  Ron  Rich,  5310  Beethoven  Street,  Los  Angeles,  California  90066 
Send  me  your  Xerox  Manufacturing  System  brochure. 
I'm  interested  in  your  software  for: 

□  IBM  43XX    □  IBM  370    □  IBM  30XX    □  Digital  VAX 
Name/Title  


Company, 
Street  


City. 
Zip_ 


.State. 


.Tel.. 


XEROX 
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You  don't  have  to  be  a  genii* 
to  appreciate  the  Compucor 
information  processor.  • . 


•  •  Just  busy. 


i  /ith  a  Compucorp  information  processor, 
I  cut  the  busy-work  to  a  minimum.  More 
^  be  accomplished -in  less  time -by  fewer 
'tale.  It  means  greater  productivity  and 
jiiter  profits.  And  with  our  Self-Paced 
ping  Guide,  you  don't  have  to  be  a  genius 
figure  out  how  to  use  it. 
or  example,  personalized  letters  can  be  pro- 
Bid  for  your  entire  mailing  list  with  incredible 
kd- completely  unattended.  Long  documents 
j  be  revised  in  seconds -by  typing  in  only 
t  -evisions.  The  whole  document  is  printed 
\  perfectly  spaced.  Our  "Correct  h'  Spell" 
C  onary  corrects  any  misspelled  words.  And 
I  d  be  surprised  how  much  math  capability 
i  information  processor  has.  It  can  even 
t  ide  Greek  charac- 
and  math  symbols. 


Iir  New  700  Series 


/Tiey're  easily  the  most  advanced  informa- 
i  processors  in  their  class,  and  there's  seven 
lels  to  choose  from.  They're  the  only  desk- 
» information  processors  that  let  you  add  up 
i  tiree  Winchester  drives  to  your  system.  This 
i  ins  much  greater  storage  capacity.  They're 
i  only  desk-top  processors  with  a  choice  of 
il:e  CRT's.  And  one  of  the  very  few  with  a 
i  -page  screen  with  zoom  capability.  Our  799 
;  a  higher  storage  capacity  than  practically 
information  processor  on  the  market  today, 
lompucorp's  world-famous  600  Series  was 
i  d  Number  One  in  the  1981  and  1982 
.  apro  Survey  of  word  processor  users.  Our 
i '  Series  has  even  greater  capabilities. 
:  :essing  speed  has  been  increased  by  an 
;  izing  50%.  The  new  video  display 
immodates  20%  more  information, 
dl  Compucorp  information  processors  utilize 
odular  design  approach,  so  they  can  be 
i  ly  and  inexpensively  upgraded.  Memory  can 
;  ixpanded  to  256K.  And  Compucorp  offers 
iriety  of  comprehensive  software  packages, 
npucorp's  own  Data  Base  Management 
:em  is  one  of  the  most  sophisticated  soft- 
e  systems  ever  developed.  You  can  find 
vidual  records  in  a  flash -even  if  there  are 
of  thousands  of  them. 


OmegaNet® 

When  your  office  needs  expand,  there's 
OmegaNet?  It  lets  you  connect  your  work 
stations  together  in  a  single  network.  What  goes 
in  one  terminal  can  come  out  another.  You  can 
"deliver  mail  electronically."  OmegaNet®  also 
means  your  work  stations  can  share  information 
from  common  files.  And  they  can  share  common 
resources,  such  as  printers.  With  our  communica- 
tion packages,  you  can  connect  your  work 
stations  to  most  brands  of  main  frame  computers. 


When  you're  ready  to  select  your  information 
processing  equipment,  remember  - 
Compucorp  was  rated  Number 
One  in  the  1981  &  1982  Datapro 
Survey  of  word  processor  users. 

Compucorp  i 

It's  a  great  family  to  grow  up  in. 

Marketing  Director,  2211  Michigan  Avenue,  Santa  Monica,  CA  90404 
Or  call  213-829-7453 

□ Please  have  a  Compucorp  Representative  call  me  to  discuss 
the  700  Series  information  processors. 

Please  send  me  more  information. 


title 


company  name 


street  address 


city 


) 


zip  code 


area  code  telephone 


F-G-3-28 
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munications  requirements.  Finally,  "Per- 
sonal Computing"  will  explore  expected 
future  developments  and  the  strategies  of 
and  prospects  for  the  leading  vendors  in 
this  exploding  marketplace. 

THE  SOFTWARE  AND  SERVICES 
INDUSTRIES  

The  software  and  services  industry  today 
is  big  business.  In  1982,  the  market  size  in 
the  U.S.  alone  exceeded  $25  billion,  and 
should  grow  at  25%  per  year  over  the  next 
five  years.  The  New  York  Stock  Exchange 
now  lists  seven  dedicated  software  and 
services  companies  with  at  least  fifty  more 
available  for  public  investment  on  the 
American  Exchange  and  over-the-counter 
markets.  IBM  remains  the  largest  single 
vendor  generating  an  estimated  $2.5  bil- 
lion of  its  $30  billion  total  revenue  base  in 
the  software  and  services  industry.  Among 
the  independent  vendors,  Automatic  Data 
Processing  (ADP)  will  approach  $800  mil- 
lion in  1 983,  serving  over  1 00,000  U.S.  cor- 
porations. At  least  ten  other  independents 
should  surpass  the  $100  million  mark  next 
year. 

The  industry  is  composed  of  four  major 
segments:  remote  computing  services, 
professional  services,  packaged  software 
and  turnkey  systems. 

Remote  computing  services  (RCS)  are 
provided  by  a  vendor,  generally  called  a 
service  bureau,  who  owns,  houses,  and /or 
operates  the  primary  computer  resources. 
These  services  are  delivered  in  three 
major  forms.  Timesharing  services  are 
generally  interactive  in  nature  allowing  the 
user  to  conduct  an  ongoing  dialogue  from 
a  remote  terminal  with  the  programs  and 
data  running  on  the  vendor's  mainframe 
machines.  Fees  generally  are  computed 
on  the  basis  of  resource  usage  and  con- 
nect time,  and  thus  are  highly  variable. 
Timesharing  is  a  good  vehicle  for  sampling 
a  new  application  or  utilizing  large  data- 
bases. 

Batch  processing  services  are  used 
for  large-scale,  well-defined  applications 
requiring  computing  power  at  regular  in- 
tervals, but  not  on  a  continuous  on-line 
basis.  The  vendor  will  generally  obtain  the 
input  in  hard  copy  from  the  customer,  pro- 
cess it  at  a  remote  data  center,  and  return 
the  output  in  hard  copy  form.  Examples  of 
batch  processing  applications  are  payroll 
and  credit  card  billings. 


In  facilities  management,  the  vendor 
supplies  the  personnel  and  in  many  cases 
the  software  required  to  operate  a  full  data 
center  on  the  customer's  site.  Fixed  month- 
ly fees  are  common,  although  variable 
charges  may  be  added  based  on  transac- 
tion volume. 

Professional  services  are  traditional 
custom  consulting.  The  client  defines  the 
application,  but  then  relies  on  the  vendor  to 
convert  the  specifications  into  code 


Software  +  10%/YR 


Source  Gartner  Group 

As  hardware  costs  continue  to  decline 
through  the  1980s,  rising  software  costs 
will  take  an  increasingly  larger  bite  out  of 
data  processing  budgets. 


Packaged  software  vendors  deliver 
complete  programs  ready  to  run  on  the 
buyer's  computer,  along  with  full  documen- 
tation. Any  customization  is  generally  priced 
separately.  The  price  of  a  packaged  soft- 
ware product  can  range  from  $50  for  a 
financial  spreadsheet  package  for  a  per- 
sonal computer  to  $5  million  for  a  com- 
plete international  banking  system.  Pricing 
is  determined  by  the  value  of  the  product  to 
the  customer  and  competitive  considera- 
tions, not  the  software  developer's  cost  of 
goods  sold,  which  is  minimal.  This  value- 
pricing  aspect  of  the  software  business 
has  significant  investment  allure  as  ven- 
dors can  earn  pretax  profit  margins  in 
excess  of  20%. 

Turnkey  systems  vendors,  commonly 
called  systems  houses,  offer  packaged 
software  bundled  with  hardware.  The 
complete  system  comes  ready  to  install  so 


that  the  customer  need  only  "turn  thl 
for  it  to  be  operational.  First-time  cob 
purchasers,  especially  small  busiri 
often  take  this  approach. 

INDUSTRY  TRENDS  

Traditionally,  RCS  and  professional 
ces  have  been  the  dominant  foil 
computer  services  delivery.  As  haij 
prices  have  fallen  and  more  pac 
software  has  come  on  the  mark 
dynamics  of  the  "make  vs.  buy"  at 
have  shifted  significantly.  Gartner 
believes  this  shift  holds  critical  implic 
for  the  software  and  services  industr 
ing  new  risks  while  opening  new  n 
opportunities. 

Remote  Computing  Servict 
Outlook  

The  RCS  business  has  felt  the  brj 
technological  change  over  the  pa) 
years.  Falling  hardware  prices  have  I 
ed  the  initial  investment  demands  fd 
applications,  thus  eliminating  one  \ 
primary  advantages  of  RCS.  Wit 
increased  availability  of  packaged 
ware  and  programmer  productivity 
the  implementation  of  new  applicatic 
house  has  become  easier  as  well 
personal  computer  has  introduced 
end  users  to  packaged  software,  inc 
ing  their  receptiveness  to  a  pad 
approach  for  larger  systems. 

Although  demand  factors  have  s 
radically,  RCS  vendors  will  continue  t: 
an  important  role.  The  support  and  e 
tise  provided  by  vendors  will  remain ; 
cal  contribution  as  the  cost  of  in- H 
personnel  does  not  follow  the  same  c 
ward-sloping  curve  as  computer 
ware.  The  most  successful  vendors 
those  who  have  accumulated  signi 
expertise  in  a  specific  vertical  marke 
Corp.,  a  supplier  of  trust  accounting 
ces  to  over  300  financial  institutions 
offers  banks  the  capability  to  offer  a  rr 
market  fund  account  which  sweep 
cash  balances  and  invests  them  ir 
yielding  instruments.  The  compan\ 
also  introducted  MARKETLINK,  en; 
banks  to  offer  security  transaction  ser 

RCS  vendors  should  also  focus 
offerings  on  networking  and  date 
applications,  two  capital  intensive 
where  the  initial  investment  by  indi< 
organizations  will  remain  prohibitively 
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The 

Super  No  Problem 
Trial  Offer! 


See  for 
yourself  how 
the  Super 
No  Problem  can 
pay  for  itself  in 
less  than  one  yean 
It's  never  been  a 
better  value. 


Prove  it  in  your  own  office. 
Right  now! 

You'll  see  how  one  typist  using 
a  Super  No  Problem™  display 
typewriter  can  do  work  as  fast 
as  2  or  3  people  using  ordinary 
electric  typewriters. 

These  savings  alone  could 
pay  for  a  Super  No  Problem 
typewriter  in  less  than  a  year. 
But  there's  more. 

All  that  paperwork  gets  done 
faster  and  more  accurately. 
Repetitive  typing  can  be  com- 
pleted automatically.  Additional 
tasks  can  even  be  handled  while 
the  typist  is  away  from  the  desk. 

Super  performance.  Super 
value. 

Want  a  typewriter  with 
super  powers?  No  Problem. 

The  Super  No  Problem  is 
multifunctional,  with  extraor- 
dinary capabilities. 

It  speeds  up  your  typing  like 
no  ordinary  typewriter  can. 


In  fact,  it's  so 
efficient,  it  can  han- 
dle 3  jobs  at  once.  While  a 
letter  is  being  typed  on  the 
screen,  a  report  can  be  printed 
out  at  less  than  30  seconds  per 
letter-quality  page.  A  mailing 
list  can  also  be  sorted  in  the 
background  at  the  same  time. 

Want  to  do  more  than 
typing?  No  Problem. 

The  Super  No  Problem  can 
handle  all  sorts  of  tasks.  It  does 
math,  line  drawing  and  more. 

You  can  even  teach  the  Super 
No  Problem  your  applications 
and  store  them  to  use  over  and 
over.  So  your  specialized  time- 
consuming  jobs  can  be  com- 
pleted automatically. 

Want  to  try  it  yourself? 
No  Problem. 

When  Lanier  places  a  No 
Problem  typewriter  on  trial,  we 


do  more  than  just  plug  it  in 
and  leave. 

We  help  you  become  more 
productive  the  first  day. 

No  Problem  typewriters  have 
proven  themselves  in  thousands 
of  offices  all  over  the  country. 

Now  you  can  prove  how  effi- 
ciently one  can  work  for  you. 
In  your  own  office.  On  your  own 
work. 

Send  us  this  coupon  to  set  up 
an  immediate  trial.  Or  call 
(800)241-1706.  Except  in 
Alaska  or  Hawaii.  In  Georgia, 
call  collect:  (404)  321-1244. 

i  1 

Mail  to: 

Lanier  Business  Products,  Inc. 
1700  Chantilly  DriveN.E.,  Atlanta,  GA  30324 

Name  

Title  

Phone  

Best 

time  to  call  

Firm  


Address. 
County— 


Citv. 


Statc 


_Zip_ 


March:     '83  Forbes  4  2 1  B  C3 


The  Super  No  Problem  Typewriter. 
It  does  more  than  just  type. 


l  _  _  _  _ 


©1983 


Business  Products,  Inc. 
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I  nere  are  more  people  in  more 
places  doing  more  things  with  Apples 
than  with  any  other  personal  computer 
in  the  world. 

Which  covers  a  broader  range  of 
activities  than  most  people  care  to  deal 
with.  So  we  d  like  to  detail  just  one  of 
the  many  powers  an  Apple*  Personal 
Computer  can  put  in  your  hands. 

It's  called  "data  base  management',' 
a  a  imputer  term  for  a  human 
activity  which,  if  you've 


ever  looked  up  a  word  in  a  dictionary 
or  a  number  in  a  phone  book,  you're 
quite  familiar  with. 

Faster  ways  to 
get  at  the  facts. 

Data  base  management  is  the  most 
common  application  for 
computers  of  all  types 


and  vital  to  the  world's  governmentsi 
and  major  corporations.  But  since  tl 
advent  of  Apples,  it's  also  become  a 
powerful  personal  tool. 

Because  when  you  turn  your  pape 
files  into  electronic  files  with  an  App 
you  can  look  at  what  you  need  to  knq 
in  ways  you  never  knew  you  could 
Paper  files  are  limited  to  a  single 
organizational  scheme— eithei 
numbering  or  alphabetizing. 
But  electronic  files  can  be 
automatically  cross-tabulate 


nd  find  more. 


/ou  can  get  any  information  you 
nt,  in  any  order  you  specify,  and  get 
lot  faster  from  an  Apple  than  from 
le  cabinet. 

ibu  can  selectively  retrieve  your 
Drmation— like  the  name  and 
dress  of  your  top  salesperson  on  the 
it  Coast.  Or  you  can  generate  a 
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t  Apples  Quick  File  software,  you  can  easily  create 
uronic  files  that  match  the  paper  files  you  're  used  to 
(icing  u'itfi.  But  that's  the  end  of  the  similarity  because .. 

riety  of  reports— like  a  listing  of  all 
far  accounts  ranked  alphabetically, 
by  profitability,  size,  age,  or  any 
ler  way  you  specify. 

Give  yourself 
instant  recall, 

/  It's  easy  to  understand 

the  value  of  data  base 
management  to  the  IRS  or 
the  Pentagon.  But  what  can  it 
do  for  you? 
Yes,  it  can  shrink  your  paper 
files.  Apple's  ProFile™  storage 
system  can  hold  up  to  3000  pages 
f  double-spaced  text. 
Yes,  it  can  put  the  information  you 
ed  at  your  fingertips— sales  records, 
rsonnel  files,  expense  reports, 
x>unt  lists,  appointment  calendars, 
ce  lists  and  inventories. 
Those  benefits  alone  have  paid 
•  thousands  of  Apple  systems, 
d  provided  smaller  businesses  and 


departments  with  efficiencies  that 
were  once  available  only  to  the 
largest  organizations.  But  for  you, 
the  manager  or  proprietor,  it  means 
much  more. 

It  means  increased  personal 
productivity,  because  you  spend  less 
time  searching  for  information  and 
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Not  only  can  you  retrieve  information  selectively  in  an 
instant  — whether  a  single  name  or  all  the  addresses  in  a 
certain  zip  code—  but  you  can  also  generate  a  variety  of 
reports  instantly,  like  this  alphabetical  inventory  or. . . 

more  time  deciding  how  to  use  it. 

It  means  a  totally  private  infor- 
mation library  that  you  can  use  as  a 
management  tool. 

And  it  means  the  flexibility  to 
consider  information  easily  in  many 
different  ways,  allowing  you  to 
develop  an  instinctive  feel  for  the 
facts  and  make  better  decisions. 


ESSE  MB 

More  ways  to 
establish  order. 

There  are  more  ready-to-use  data 
management  programs  available  for 
Apples  than  for  any  other  personal 
computer  you  can  buy.  Although 
many  are  specialized  packages  for 
specific  types  of  businesses,  Apple 


I  (800)  538-9696  for  the  location  ( 
:dSforn«a  (800)  662-9238.  Or  wri 


the  ?uthori:ed  Apple  dealer  nearest 
Apple  Computer  Inc  ,  Advertising  a 


With  a  few  keystrokes,  you  can  look  at  the  same  information 
in  chronological  order.  Or,  for  that  matter,  in  any  other 
order  you  want  — by  location,  billing,  merchandise  sold, 
or  whatever  you  specify. 

offers  several  data  base  packages 
adaptable  to  any  office. 

Quick  File,  for  example,  is  designed 
for  individual  use  by  managers  or 
professionals.  It's  extremely  flexible, 
easy  to  use,  and  well-suited  to  a  wide 
variety  of  applications. 

Ritthis  in  your 
memory  bank. 

For  your  information,  Apple  has 
more  ways  to  obtain,  store  and  retrieve 
information  than  any  other  personal 
computer.  We  also  have  more  dealers 
to  show  you  how  it  works  and  keep  it 
working — over  1300  of  them. 

So  call  the  number  below  to  find  the 
authorized  Apple  dealer  nearest  you. 

And  learn  how  to  manipulate  the 
facts  to  your  advantage. 

cippkz 

The  most  personal  computer. 
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Telecommunications  networks  provide  the 
facilities  for  customers'  computers  and 
terminals,  regardless  of  manufacturer,  to 
communicate  with  each  other  anywhere  in 
the  world.  The  larger  independent  RCS 
vendors,  such  as  Tymshare,  ADR  Elec- 
tronic Data  Systems  (EDS)  and  Computer 
Sciences  (CSC),  have  built  up  their  net- 
works over  time  in  conjunction  with  their 
timesharing  services.  Tymnet,  the  largest 
public  network  and  a  subsidiary  of  Tym- 
share, has  over  900  nodes  in  270  U.S. 
cities  and  31  countries  abroad  with  the 
capability  to  service  5000  users  simul- 
taneously. AT&T  and  IBM  have  also  made 
major  commitments  to  the  business  with 
the  introduction  of  Net  1 000  and  the  Infor- 
mation Network,  respectively,  and  should 
emerge  as  the  dominant  market  forces 
over  time. 

Remote  Computer  Services 

U.S.  Market    Source:  Gartner  Group 


S  11.3 


$  14.2  |S  billons)  S  17.8 


The  ongoing  collection  and  dissemina- 
tion of  data  can  also  be  a  relatively  capital 
intensive  task.  There  is  little  incentive  for  an 
individual  organization  to  collect  data  itself 
that  is  not  of  a  confidential  nature.  Data- 
bases of  security  prices  auto  production, 
and  demographic  statistics,  to  name  just  a 
few,  are  generally  offered  by  RCS  vendors 
such  as  Dow  Jones,  The  Source  and  Dun 
&  Bradstreet  on  timesharing  bases.  As 
personal  computer  users  become  more 
sophisticated,  demand  tor  database  servi- 
ces should  increase  dramatically. 


Professional  Services 

Outlook  

The  need  for  professional  services  could 
increase  significantly  over  the  next  few 


years  as  corporations  and  governments 
strive  to  harness  their  vast  information 
resources  and  channel  them  into  new 
applications.  Packaged  approaches  can 
only  go  so  far  towards  solving  the  unique 
requirements  of  large  organizations.  There 
is  little  off-the-shelf  software  to  direct  the 
space  shuttle  or  automate  Citibank's  world- 
wide foreign  exchange  activities. 
Professional  Services 

U.S.  Market    Source:  Gartner  Group 
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The  Department  of  Defense  and  NASA 
will  be  the  leading  purchasers  of  profes- 
sional services  in  the  government  sector. 
Commercially,  Monchik-Weber  is  develop- 
ing an  intelligent  information  network  for 
Merril  Lynch's  branch  offices  based  on 
IBM  personal  computers.  The  develop- 
ment of  these  PC-based  networks  could 
be  a  high  growth  opportunity,  as  senior 
management  may  choose  to  rely  on  out- 
side consultants  to  mediate  the  battles 
between  end-users,  office  managers,  and 
central  MIS  staff. 


Packaged  Software 
Outlook  


The  packaged  software  business  has 
experienced  tremendous  growth  in  recent 
years  as  falling  hardware  prices  have 
driven  a  proliferation  of  computers  through- 
out large  corporations  and  small  busi- 
nesses. This  proliferation  of  hardware, 
however,  would  not  have  been  possible 
without  concurrent  advances  in  computer 
software.  Visicorp's  Visicalc,  the  first  spread- 
sheet package,  provided  the  functionality 
necessary  to  convince  many  hesitant 
managers  to  purchase  their  initial  personal 


computer.  With  the  success  of  thd 
sonal  computer  assured,  the  microctjj 
ter  software  industry  boomed  and 
exceeds  $500  million.  On  the  mainl 
front,  database  management  systerrt 
other  productivity  aids  provide  profesi 
programmers  and  end  users  alike  wil 
necessary  tools  to  harness  computeii| 
er  into  larger  and  more  complex  q| 
applications. 

Software  vendors  have  already 
to  introduce  a  stream  of  new  prqi 
designed  to  integrate  additional  apl 
tions  into  existing  ones,  as  well  as  bnl 
applications  within  the  grasp  of  a  gif 
number  of  end  users,  predominantly  I 
agers  who  have  little  time  to  develop| 
processing  skills. 

Management  Science  America's  I 
new  PEACHLINK  product  integral 
mainframe-based  financial  and  mar 
turing  applications  packages  with  h| 
crocomputer  office  automation  soft) 
the  Executive  PEACHPAK,  which  inct 
word  processing,  spreadsheet  am 
and  data  management  With  PEACH 
a  financial  analyst  can  utilize  a  per 
computer  to  manipulate  corporate  ge 
ledger  data  stored  on  a  mainframe  in 
to  build  a  long-term  strategic  mode 
print  customized  reports. 

Comshare,  a  leading  timesharing 
dor  has  introduced  packaged  softwa 
decision  support  systems  (DSS) 
capitalize  on  a  similar  integration  tec 
ogy  DSS  provide  a  structured  meth 
ogy  and  software  tools  which  ei 
managers  to  collect,  organize,  manip 
and  analyze  information.  They  facilitai 
creation  of  mathematical  models 
can  simulate  business  performance  i| 
alternative  scenarios.  Comshare's 
ing,  DISTRIBUTED  W,  is  a  financial  m 
ing  language  which  operates  on 
mainframes  and  microcomputers. 

Cullinet  Software,  traditionally  a  C 
systems  software  vendor,  now  offei 
integrated  line  of  manufacturing  and  f 
cial  applications,  complete  with  rr 
computer  interfaces,  which  enable 
agers  in  all  departments  to  share  corr 
databases.  Thus,  the  chief  financial  c 
has  on-line  access  to  the  same  inve 
records  that  plant  management  wi 
This  integration  of  database  manager 
applications  and  microcomputer  soft 
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MSA  introduces  Executive  Access  computing 

Now  you  can  get  your  hands  on 
big  computer  information* 
Instantly 


:-brget  those  inch-thick  business  reports, 
^nd  the  time  and  patience  it  takes  to 
analyze  them. 

Now  you'can  get  your  own  answers 
■  nstantly  with  MSA's  Exeuctive  Access,™ 
j  revolutionary  new  application  software 
ickage  that  links  your  personal  computer 
your  company's  central  computer. 

The  newest 
executive  tool 

ctually  Executive  Access  refers  to  a  whole 
;eries  of  personal  computer  software  prod- 
ucts designed  to  simplify  your  life  by  putting 
you  straight  through  to  the  main  computer. 

Forget  waiting  for  information.  You've 
got  the  mainframe  data  you  need  at  your 
fingertips.  So  you  can  get  at  key  informa- 
tion. Analyze  it.  And  use  it  to  make  man- 
agement decisions. 

Avoiding  the 
"middle  man" 
MSA's  PeachLink™  software  creates  a  direct 
link  between  MSA  mainframe  systems  and 
your  personal  computer.  Just  push  one 
button,  and  your  mainframe  recognizes 


your  personal  computer  as  a  "terminal" 
capable  of  receiving  information. 

At  any  point,  you  can  switch  away  from 
the  mainframe,  and  your  personal  computer 
again  becomes  a  microprocessor  that  cap- 
\  tures  data  for  your  use. 

To  make  analyzing  this  captured  data 
\  easier,  there's  Executive  Peachpak,™  an 
/ 1  ingenious  new  set  of  microcomputer  soft- 
\  ware  for  color  graphics,  financial  modeling, 
customized  reporting,  word  processing  and 
communication  with  other  micros. 
You'll  never  wait 
for  data  again 
A_case  in  point:  sales  projections.  Typically, 
you  have  to  wait  for  data  from  the  main- 
frame or  from  other  sources.  Then  spend 
hours  doing  your  own  calculations. 

With  Executive  Access,  you  simply 
contact  the  mainframe,  capture  current 
sales  figures  on  your  personal  computer, 
vs\\\\^*^^  and  make  all  your  calculations  right 
on  the  computer. 

Executive  Access  lets  you  tailor 
,  dunning  letters  for  individual  cus- 
/  tomers.  Prepare  graphs  and  charts. 
Stay  on  top  of  currency  rate 
changes.  Retrieve  salary  and  em- 
ployee review  dates  for  salary  pro- 
jections. Even  make  late  changes  to 
reports  generated  on  the  mainframe. 

The  applications  are  almost  limit- 
ess— because  this  custom-designed 
executive  software  ties  you  to  MSA  main- 
frame software,  and  to  the  company  behind  it. 
How  to  gain 
Executive  Access 
You  need  just  two  things.  MSA  Executive 
Peachpak.  And  MSA  online  mainframe 
software. 


MSA's  Executive  Peachpak  includes  PeachCalcman 
electronic  spreadsheet:  PeachText™  a  complete  report 
production  system^  Telecommunications;  Business 
Graphics;  a  List  Manager;  and  PeachLink™  the  link 
between  the  mainframe  and  your  personal  computer 


With  them,  you'll  be  gaining  access  to 
the  most  advanced  mainframe  application 
systems  available,  including  the  ones  listed 
below. 


MSA  ready-to-install  software 


1.  General  Ledger 


2.  Payroll 


3.  Personnel  Management  &  Reporting 


4.  Accounts  Payable 


5.  Accounts  Receivable 


6.  Forecasting  &  Modeling 


7.  Fixed  Assets  Accounting 


8.  Capital  Expenditure  Tracking 


9.  Inventory  and  Purchasing 


10.  Foreign  Exchange 


1 1.  Manufacturing  Systems  (MRP  II) 


Don't  wait  any  longer  to  get  the  informa- 
tion you  need.  Clip  this  coupon  for  more 
information  on  Executive  Access  and  other 
MSA  systems,  or  call  Robert  Carpenter  at 
(404)  239-2000. 

i  1 

Management  Science  America,  Inc. 
3445  Peachtree  Road,  N.E. 
Atlanta,  Georgia  30326 

□  Please  send  me  more  information  on 
MSA's  Executive  Access.™ 

□  Please  send  me  more  information 
about  these  MSA  mainframe  systems. 
(Write  numbers  from  product  list 
above): 


Computer  Type/ModeL 

Name  

Title  


Organization  _ 

Address  

City  

State  


Zip. 


Business  Phone  (  )_ 


FB13al  (3/28/83) 


The  Software  Company 

L  i 


Executive  Access,  PeachCalc,  PeachText,  PeachLink,  and  Executive  Peachpak  are  trademarks  of  Management  Science  America,  Inc. 


How  a  unique 
decision  support  system 
can  make 
a  computer 

think  the 

way  you  do. 


Computers  don't  actually  think, 
of  course.  But  it  is  possible  to 
make  it  seem  that  they  do. 

Which  is  precisely  what 
Sperry  Univac  has  done  with 
MAPPER,™  a  unique  Decision 
Support  and  Development 
System  designed  for  our  Series 
1100  computers. 

Traditional  Management  In- 
formation Systems  work  on  the 
assumption  that  all  the  specifi- 
cations for  information  are 
known  and  can  be  programmed. 
But  human  thought  is  not  so 
neatly  linear  or  disciplined. 

Decision-making  is  an  explor- 
atory process.  Information  is 


gathered,  then  examined.  This 
more  often  than  not,  leads  to  tl 
need  for  new  information  not 
previously  anticipated. 

MAPPER  makes  the  com- 
puter follow  your  natural 
thought  process  in  just  that  wa 
As  you  examine  various  alte 
natives,  you  decide  what  infor- 
mation you  need.  Previous 
results,  not  rigidly  programme 
procedures,  determine  what  yc 
ask  the  computer  to  do  next. 

Working  with  MAPPER  is  a 
uncomplicated  as  it  sounds  her 
Generally,  six  keystrokes  or  les 
at  your  desktop  terminal  will 
implement  a  request. 


We  understand  how  important  it  is  to  listen. 


Because  you  spend  less  time 

ithering  information,  you  have 
•  ore  time  to  work  with  it.  More 

ne  to  consider  options  and 

v^hat  if"  scenarios. 

|  And  because  information  can 

i  made  available  where  it's 
ofeeded,  MAPPER  can  also 

cilitate  decision-making  at 

i  her  levels  within  your 

i-ganization. 

In  fact,  with  our  totally  inte- 


grated  software  and  data 
structure  control,  everyone  with 
a  need  to  know  can  have  access 
to  the  common  data  base.  And 
can  develop  optimum  decision- 
support  routines  for  his  par- 
ticular requirements.  So  the  key 
people  in  your  organization  can 
have  access  to  the  key 
information. 

All  of  which  can  help  you 
manage  more  effectively. 


MAPPER.  For  once,  tech- 
nology has  made  things  simpler. 

For  more  information,  contact 
your  local  Sperry  Univac  mar- 
keting office.  Or  write  Sperry 
Univac,  Department  100,  P.O. 
Box  500,  Blue  Bell,  PA  19424.  Or 
call  (9  a.m.  to  5  p.m.  E.S.T.) 
toll-free  800-523-2496.  In  Pa.  call 
collect  215-646-3378. 

Ask  questions.  Tell  us  what 
you  need.  You  can  be  sure  we'll 
be  listening. 


MAPPER 


CPETI IQQE  C  CCD!  lirCC 


represents  a  mapr  breakthrough  in  soft- 
ware technology. 

In  vertical  market  applications,  Xerox 
Computer  Services  now  offers  state-of- 
the-art  manufacturing  management  soft- 
ware on  a  packaged  basis.  The  application 
links  up  all  areas  of  the  factory,  encom- 
passing inventory  control,  material  require- 
ments planning,  master  scheduling,  pur- 
chasing and  shop  floor  functions.  Managers 
can  utilize  their  personal  workstations  to 
download  data  from  the  mainframe-based 
system  for  local  processing. 

Many  vendors  have  chosen  not  to  go 
the  integration  route  alone  but  rather  to  join 
forces  with  vendors  of  complementary 
products.  Comserv,  the  leading  independ- 
ent vendor  of  manufacturing  management 
software,  integrates  its  software  with  the 
DBMS  products  of  leading  vendors,  such 
as  Cullinet,  Applied  Data  Research  and 
Software  AG.  Software  AG  has  instituted 
an  aggressive  joint  venture  program,  called 
the  "software  engine"  approach,  to  induce 
applications  vendors  to  bundle  its  DBMS 
package,  ADABAS,  into  unified  offerings. 
These  joint  efforts  provide  customers  with 
the  benefits  of  integration,  plus  the  ven- 
dors' combined  expertise. 

The  major  technological  breakthroughs 
in  the  software  world  will  occur  in  the  areas 
of  improved  productivity  and  user  friendli- 
ness. As  management  demands  for  new 
applications  continue  to  escalate,  software 
productivity  tools  will  become  a  critical 
component  of  every  corporate  MIS  de- 
partment's arsenal  These  tools  will  im- 
prove the  professional  programmer's  abil- 
ity to  generate  the  code  required  for  large 
computer  applications,  as  well  as  enable 
end  users  to  directly  access  the  computer 
to  extract  data  and  format  reports.  Cin- 
com's  TIS,  a  complete  DBMS  and  applica- 
tions development  environment,  requires 
end  users  to  know  only  four  verbs  -  GET, 
INSERT,  DELETE  and  UPDATE  -  in  order  to 
manipulate  information.  Oxford  software's 
UFO  product  enables  professional  pro- 
grammers to  design  an  application  while 
sifting  at  the  keyboard,  as  if  painting  it  onto 
a  terminal's  screen  UFO  will  then  translate 
the  screen  into  code. 

Advances  in  microcomputer  software 
will  pave  the  way  towards  the  era  when 
there  is  a  personal  computer  on  every 
executive's  desktop.  Visicorp's  VISI-ON 


product  enables  managers  to  utilize  their 
personal  computers  by  simply  directing  a 
pointer  on  the  screen  with  a  handheld  con- 
troller, called  a  "mouse."  Executives  can 
organize  a  terminal  screen  into  several 
windows  and  view  information  from  diverse 
sources  in  much  the  same  way  as  the 
executive  would  scan  file  folders  on  a 
desk.  The  manager  can  select  a  task  such 
as  viewing  sales  records  from  a  main 
menu,  browse  through  the  data,  request 
the  extraction  of  certain  information,  and 
print  reports  and  graphs  all  without  typing  a 
single  word.  Lotus  Development's  1-2-3 
and  Context  Management's  MBA  also  rely 
on  integrated  functionality  and  multiple 
screens.  Apple  Computer's  latest  micro- 
computer, LISA,  offers  similar  user-friendly 
functions  embedded  in  its  operating  sys- 
tem software.  In  "Personal  Computing" 
(Forbes,  May  23rd),  Gartner  Group  will 
present  detailed  treatment  of  these  and 
other  productivity  tools  for  micros  to  main- 
frames. 

Packaged  Software 

U.S.  Market  Source  Gartner  Group 


1982 


1984 


1986 


$5.8 


$9.8   ($  billons)  $16.5 


Hardware  vendors  also  have  introduc- 
ed innovative  software  designed  to  improve 
executive  productivity,  primarily  in  the  area 
of  office  automation.  Digital  Equipment's 
ALL-IN-ONE  software  has  a  sophisticated 
calendar  system  which  allows  a  manager 
to  arrange  a  meeting  with  any  number  of 
peers  without  ever  uttering  a  sound  or  leav- 
ing his  desk. 

Sperry  Univac's  SPERRYLINK  con- 
nects microcomputer  workstations  with 
each  other  as  well  as  with  public  networks 
and  remote  mainframes.  Personal  comput- 
ing, voice  services,  electronic  mail,  word 
processing  and  other  data  processing  and 


office  automation  functions  are  pro^ 
Compucorp,  a  leading  vendor  of 
processing  systems,  recently  introq 
its  own  DBMS  software  designed  to  g 
the  integration  of  word  and  data  pro 
sing  functions.  The  Compucorp  hare! 
also  supports  CP/M,  Digital  Resea 
popular  microcomputer  operating  syi 
thus  enabling  its  users  to  choose  fn 
wide  body  of  packaged  software  proc 
With  an  ever-increasing  amou 
information  transmitted  electronicall'j 
issues  of  data  security  and  privacy  pr 
tion  have  rapidly  become  important  i 
agement  concerns.  CGA  Computei 
sociates'  TOP  SECRET  and  On-line 
ware's  GUARDIAN  are  software  proo 
designed  to  protect  the  integrity  of  info 
tion  resources.  They  effectively  limi 
cess  to  information  on  a  "need  to  ki 
basis  through  sophisticated  password 
log-on  procedures.  Bank  managers 
use  the  products  to  prevent  tellers 
accessing  transaction  files  after  bai 
hours. 

Turnkey  Systems  Outlook 

The  dynamics  involved  in  the  evaluat 
turnkey  offerings  are  similar  to  thoa 
volved  in  the  packaged  software  dec 
as  falling  hardware  prices  drive  m 
growth.  Current  turnkey  offerings  are 
dominantly  minicomputer-based  with  I 
ware  alone  costing  as  much  as  $250 
They  have  brought  the  advantage 
information  management  to  firms  in  r 
industries,  most  prominently  the  hi 
care,  manufacturing  and  dealer/distril 
vertical  markets.  The  next  generatm 
Turnkey  Systems 

U.S.  Market  Source  Gartner  Grou) 


S3.9 


$6.6    |$  billons) 


ADVERTISEME 


Osborne  brings  you  the  comparison 
IBM*  and  Apple  don't  want  you  to  see. 


Other  computer  companies  dazzle  buyers 
with  an  array  of  options  and  add-ons  that 
makes  the  final  price  hard  to  determine 
and  makes  the  computer  hard  to  buy, 
complex  to  assemble,  and  very 
difficult  to  carry. 

We  believe  in  making  personal 
computers  that  are  easy  to  learn  and 
use.  And  that  starts  with  making 
computers  easy  to  buy. 

The  Osborne  1™  Personal  Business 
Computer.  One  simple  price,  $1795, 
buys  it  all. 

And  it  all  comes  in  a  portable  case 
you  can  take  with  you  wherever  you 
work.  Because  once  you  go  to  work  with 
an  Osborne,  you  won't  want  to  work 


any  other  way. 

For  your  nearest  dealer,  call  (in  California) 
800  772-3545,  ext.  905;  (outside  California) 
call  800  227-1617,  ext.  905. 


^^P"  warn 


$1795.  Complete.  Including  Software. 


COMPUTER  CORPORATION 


OSBORNE  1™ 

Computer  with  64K  RAM,  two  floppy  drivesA, 
keyboard  and  CRT: 

$1795 

$3240B 

$3120c 

Serial  communications: 

INCLUDED 

"T^ScOST11 

,E?iScOSTB 

Modem  Connection: 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

IEEE  488  Instrument  communications: 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

BASIC  interpreter D: 

INCLUDED 

INCLUDED 

INCLUDED 

Business  BASICE: 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

CP/M®  Control  Program: 

INCLUDED 

EXTRA.  COST 

F  (see  below) 

Word  Processing0: 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

Electronic  Spreadsheet": 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

Carrying  Case: 

INCLUDED 

Tx^Sfco^ 

TOTAL  PRICE1: 

$1795 

$4000-4700 

A.  The  Osborne  1™  includes  two  built-in  100K  byte  floppy  disk  drives.  The  IBM*  and  APPLE  II"  drives  provide  approximately  160K  bytes  of 
storage.  B.  From  the  IBM  Product  Center  Personal  Computer  Price  Schedule.  C.  From  the  Apple  Computer  Suggested  Retail  Price  List. 
D.  The  Osborne  includes  MBASIC®  from  Microsoft.  E.  The  Osborne  includes  CBASIC®,  a  business-oriented  BASIC  language  from  Digital 
Research.™  F.  The  Osborne  includes  CP/M®,  the  industry-standard  control  program  from  Digital  Research.  The  list  of  software  packages 
which  will  run  with  CP/M  is  considerable.  IBM  offers  CP/M  86  (a  version  of  CP/M)  at  extra  cost.  There  are  optional  hardware  systems  which 
allow  the  Apple  II  to  run  CP/M;  the  Apple  II  control  program  is  highly  comparable  to  CP/M.  G.  The  Osborne  includes  WORDSTAR®  word 
processing  with  MAILMERGE®— products  of  MicroPro™  International.  H.  The  Osborne  includes  SUPERCALC™,  the  electronic  spreadsheet 
system  from  Sorcim  Corporation.  I.  Exact  price  comparisons  cannot  be  presented,  because  the  software  and  hardware  options  chosen  to 
create  the  "equivalent"  of  the  Osborne  1  Personal  Business  Computer  vary  in  price.  The  range  indicated  was  computed  using  price  lists 
from  IBM  and  Apple.  Documentation  of  the  computations  are  available  on  request  from  Osborne  Computer  Corporation.  Trademarks: 
OSBORNE  1:  Osborne  Computer  Corporation;  SUPERCALC:  Sorcim  Corporation;  Digital  Research:  Digital  Research,  Inc.;  Registered  Trade- 
marks: WORDSTAR,  MAILMERGE:  MicroPro  International  Corporation  of  San  Rafael,  CA;  MBASIC:  Microsoft;  CBASIC,  CP/M:  Digital  Research, 
Inc.;  IBM:  IBM  Corporation;  Apple,  Apple  II:  Apple  Computer  Corporation. 


turnkey  applications,  appearing  now,  are 
microcomputer-based,  driving  down  the 
cost  of  automation  to  a  level  affordable  by 
even  the  smallest  firms  in  an  ever-broad- 
ening array  of  industries. 

The  health  care  segment  has  offered 
vendors  opportunities  in  hospitals,  clinics 
and  group  practices.  These  organizations 
need  to  track  the  status  of  beds  and 
patients,  maintain  inventory  records  for 
drugs  and  other  supplies,  handle  insur- 
ance forms,  prepare  billing  records  and 
distribute  compensation  among  partners. 
HBO  (hospitals),  Shared  Medical  Systems 
(hospitals/group  medical),  Cycare  (group 
medical)  and  Quality  Systems  (group  den- 
tal) are  leading  vendors. 

Manufacturing  plants  have  utilized  turn- 
key systems  in  computer-aided  design 
and  manufacturing  (CAD/CAM),  manu- 
facturing control  and  robotics.  Applicon, 
Computervision  and  Integraph  provide 
CAD/CAM  systems  which  enable  engi- 
neers to  design  complex  structures,  using 
advanced  computer  simulation,  graphics 
and  modeling  techniques  to  save  hundreds 
of  man-hours  of  labor.  ASK  Computer  Sys- 


department  within  that  corporation,  or  the 
proprietor  of  a  small  business,  should 
understand  the  changing  dynamics  of  the 
make  vs.  buy  decision  for  computer  soft- 
ware and  services.  The  most  important 
factors  in  the  implementation  of  a  new 
application  or  the  revamping  of  an  existing 
one,  are: 

•  the  fully-loaded  cost  of  incremental 
hardware,  including  data  center  space,  util- 
ities, systems  software,  operations  per- 
sonnel, and  ongoing  maintenance. 

•  the  availability,  cost  and  capacities  of 
programmers  both  for  application  devel- 
opment and  ongoing  maintenance. 

•  the  estimated  time  required  to  develop 
the  applications. 

•  the  cost  and  capacity  of  communica- 
tions networks. 

•  the  expected  life  of  the  application. 

In  Exhibit  I,  the  organization  has  excess 
m-house  hardware,  network,  and  person- 
nel capacity  so  the  incremental  invest- 
ment in  these  areas  is  minimal.  Manage- 
ment must  choose  between  an  available 
packaged  program  (buy)  and  an  internally 
developed  custom  program  (make).  The 


large  staff  and  facilities  required  to  devj 
and  maintain  the  application  are  prorj 
both  turnover  and  inflation  risk.  The  1 1 
decision  requires  an  upfront  mvestmei 
a  software  package  (assuming  on 
available),  but  installation  and  benefits 
occur  sooner  as  well.  As  the  major  invl 
ment  is  early  in  the  application  life  q 
inflation  risks  are  minimized. 

Exhibit  II  demonstrates  the  econorj 
of  the  make  vs.  buy  decision  in  the  d 
where  the  organization  lacks  sufficien 
house  resources  to  implement  the  appl 
tion.  Here,  a  significant  up-front  investn 
in  hardware,  communications  and/or 
sonnel  may  be  required  before  the  an 
sis  can  proceed  as  in  Exhibit  Lin  this  c 
remote  computing  services  (RCS)  shi 
be  considered  in  addition  to  a  package 
custom  approach.  RCS  generally  req 
no  initial  investment  and  benefits 
begin  almost  immediately.  The  costs,  h 
ever,  may  quickly  spiral  as  usage  mcrea 
and  inflation  takes  its  toll.  Communicati 
costs  between  the  user  site  and  the  \- 
dor's  hardware  and  the  expected  life  of 
application  are  other  critical  variables 


The  "Make  Vs.  Buy"  Decision 
  Exhibit  I   


The  "Make  Vs.  Buy"  Decision 
  Exhibit  ii   


Packaged  Benefits      In-House  Benefits 
Costs  rjp|  P^,^^^ In-House 


Remote  Service 
In-House 


_  Packaged 


Packaged 


terns  and  Hewlett-Packard  offer  systems 
to  control  inventory,  schedule  production, 
improve  resource  planning,  and  estimate 
plant  capacity  requirements.  IBM  and 
Westinghouse  are  leaders  in  robotics 
technology. 

THE  MAKE  VS.  BUY 
ANALYSIS  


Every  manager,  whether  the  CEO  of  a 
Forbes  500  corporation,  the  head  of  a 


"make"  alternative  looks  better  at  first  as 
there  are  no  large  initial  costs.  However, 
the  time  involved  in  the  numerous  cycles 
of  design,  specification,  coding,  and  testing 
rapidly  escalate  the  costs  and  postpone 
the  implementation  date  for  the  applica- 
tion. The  benefits  for  the  entire  organization 
are  then  postponed  as  well.  As  almost 
every  application  has  a  finite  life,  at  least 
until  significant  redesign  is  required,  these 
lost  benefits  may  never  be  recaptured.  The 


CONCLUSION  

Software  provides  the  key  to  automa 
every  business  environment.  By  capita 
ing  on  the  integrated  functions  of  ma 
frame-based  packaged  software,  thete 
communications  networks  and  databa 
of  remote  vendors,  and  the  ease-of 
features  of  microcomputer  software,  m 
agers  can  design  an  information  proc 
sing  capability  that  will  provide  the  foun 
tion  for  future  corporate  growth 


ADVERTISEMENT 


c  ComputerLand  1983 


Productivity  sold  here. 


Create  time  to  be  more  creative.  Zip 
through  the  repetitive  at  electronic 
speed.  Explore  infinite  variables.  Put 
information  for  decision  making  at  your 
fingertips.  Organize.  Analyze.  Plan.  Pre- 
dict. Manage  more  effectively  more 
profitably  more  productively. 

Personal  computers  that  can  help 
you  are  here.  Now.  And  millions  of  man- 
agers and  professionals  just  like  you  are 
using  them  to  increase 
their  own  personal 
productivity 


You  don't  have  to  be  an  expert  to  take 
advantage  of  this  incredible  manage- 
ment tool.  At  ComputerLand,  you'll  find 
a  whole  staff  of  experts  to  show  you  the 
way.  You'll  also  find  the  widest  selection 
of  affordable,  easy-to-use  personal  com- 
puters available  anywhere.  Plus  all  the 
support,  software,  and  service  you  need 
to  make  the  most  of  them. 

If  you're  a  manager  in  the  market  for 
greater  productivity, 
go  shopping  today  at 


ComputerLand 


®  ComputerLand. 


We  know  small  computers. 
Let  us  introduce  you.™ 


Over  400  stores  worldwide. 

For  locations  call  800-227-1617x118  (in  California  800-772-3545x118.  in  Hawaii  or  Canada  call  415-930-0777  collect) 


Michael  Blumenthal  has  worked  wonders 
at  Burroughs.  Now  comes  the  hard  part. 


Can  Burroughs 
catch  up  again? 


Burroughs  Chairman  Michael  Blumenthal 

"Misplaced  pride  led  us  to  miss  market  opportunities. 


r 


Snce  taking  over  as  chairman 
and  chief  executive  officer  of  Bur- 
oughs  Corp.  just  two  years  ago, 
W.  (Werner)  Michael  Blumenthal  has 
dealt  swiftly  and  imaginatively  with 
the  big  problems,  like  cleaning  up  the 
product  line  and  improving  support 
services.  Yet  Burroughs  is  still  scram- 
bling to  catch  up  with  its  competitors. 
Two  major  growth  areas  in  the  comput- 
er industry  these  days  are  top-of-the- 
line  mainframes  and  inexpensive  but 
powerful  microcomputers.  Burroughs 
is  late  in  both,  deriving  the  bulk  of  its  $4 
billion-plus  in  revenues  from  mid- 
range  equipment. 

The  numbers  tell  part  of  the  story. 
In  1980  the  newly  appointed  Blumen- 
thal wrote  off  $207  million,  mostly 
from  minicomputers  in  inventory  al- 
ready made  obsolete  by  a  fast-moving 
market.  In  1982  Blumenthal  wrote  off 
another  $1 78  million,  again  mostly  in 
outmoded  equipment.  Under  the  cir- 


cumstances, Burroughs'  earnings  held 
up  fairly  well.  They  dropped  only 
21%,  to  $117.6  million,  or  $2.80  a 
share,  last  year.  Still,  that's  about 
what  the  company  earned  in  1973. 
Unfortunately,  Burroughs'  return  on 
equity  continues  to  be  well  below  the 
12.7%  industry  average,  at  a  puny 
7.5%.  Between  1975  and  1979,  Bur- 
roughs' return  on  equity  averaged 
14%.  That  ratio  plunged  to  4%  after 
the  first  wave  of  Blumenthal  house- 
cleaning.  Book  value  has  stayed  flat 
for  the  last  four  years. 

Clearly,  this  98-year-old  outfit, 
which  made  the  startling  transition 
from  adding  machines  to  computers 
back  in  1953,  is  not  on  the  verge  of 
biting  the  dust.  The  company  has  a 
large  and  loyal  customer  base,  about 
30,000  strong,  chiefly  among  finan- 
cial institutions. 

But  Burroughs  was  caught  napping. 
Its  most  powerful  mainframe  today 


can  perform  5  million  instructions 
per  second.  Yet  IBM's  top  model  is 
three  times  as  fast.  Burroughs  was 
also  the  last  computer  outfit  to  intro- 
duce an  automatic  teller  machine, 
even  though  banking  has  been  a  tradi- 
tional company  stronghold. 

Further  down  the  road,  Burroughs' 
prospects  are  still  cloudy.  The  danger 
is  that  Blumenthal,  devoting  so  much 
time  and  money  to  solving  today's 
problems,  may  miss  out  on  the  next 
generation  of  mainframes — machines 
that  will  coordinate  and  connect  all 
those  intelligent  work  stations  now 
appearing  on  people's  desks. 

"If  I  had  been  confronted  with  a 
company  that  was  well  organized, 
smoothly  humming  and  meeting  the 
needs  of  the  marketplace  as  it  now 
exists,"  posits  the  former  Treasury 
Secretary,  57,  from  his  Detroit  office, 
"then  all  of  my  energies  would  be 
devoted  to  looking  ahead.  That,  un- 
fortunately, hasn't  been  the  case." 
Those  heavy  writeoffs  of  obsolete  in- 
ventories were  the  result  of  a  funda- 
mental weakness  in  management, 
one  not  yet  entirely  corrected. 

Blumenthal  quickly  brought  in  four 
of  his  six  top  executives  from  outside, 
raiding  Xerox,  IBM,  Rockwell  and 
Bendix,  his  old  stomping  ground.  Blu- 
menthal won't  criticize  the  predeces- 
sor team,  but  clearly  he  needed  to 
wipe  away  a  lot  of  smugness.  He 
closed  14  plants  to  eliminate  manu- 
facturing duplication  and  free  much- 
needed  cash,  restructured  the  $1.2  bil- 
lion of  long-term  debt  (now  $1  billion) 
at  more  favorable  rates,  established  an 
in-house  legal  department  instead  of 
paying  expensive  outside  counsel  to 
handle  a  string  of  inherited  lawsuits, 
and  started  advertising  his  products 
on  TV  for  the  first  time. 

Pretty  basic,  commonsense  moves. 
Realigning  the  corporate  strategy  came 
next — toward  fulfilling  the  needs  of 
specific  customers  instead  of  trying  to 
fill  every  market  with  the  right  soft- 
ware, peripherals  and  hardware.  Blu- 
menthal has  targeted  five  areas:  finan- 
cial; health  care;  state  and  local  govern- 
ment; manufacturing;  and  distribu- 
tion. Will  he  dominate  these  markets? 
Not  with  gigantic  IBM  around  at  seven 
times  Burroughs'  size,  Blumenthal  ad- 
mits (nor  with  other  competitors  like 
NCR  and  DEC).  But  snagging  a  20% 
market  share  in  each  doesn't  strike 
him  as  inconceivable. 

To  attract  new  customers,  Blu- 
menthal has  had  to  move  quickly. 
Burroughs  had  become  ingrown — a 
dangerous  situation  in  the  fast-moving 
information-processing  business.  Says 
Blumenthal:  "The  prevailing  philos- 
ophy at  Burroughs  was  that  we  were 
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the  only  people  who  understood  com- 
puters. We  never  bought  from  any- 
body. That  is  the  kind  of  misplaced 
pride  that  led  us  to  repeatedly  miss 
market  opportunities. 

"Distributed  processing  is  clearly 
the  name  of  the  game  in  the  1980s," 
Blumenthal  continues,  "and  that 
means  ever-increasing  quantities  of 
data  need  to  be  stored  and  moved 
around  networks.  Even  I,  with  no  com- 
puter background,  could  understand 
that. "  Which  is  why  Burroughs  bought 
Memorex,  the  disk  storage  outfit,  in 
late  1981. 

Did  Memorex  make  sense?  It  was  a 
moneylosing  business  sinking  in 
debt.  "I  saw  a  company  that  had  gone 
through  a  bloodbath,  but  a  lot  of  that 
was  writing  off  one-time  stuff," 
Blumenthal  explains.  "Second,  I  saw  a 
lot  of  unrealized  values  if  we  could 
just  disentangle  some  of  their  busi- 
nesses. Memorex  has  superb  storage 
technology.  Finally,  I  saw  a  good 
price — about  $330  million  total, 
mostly  debt."  Blumenthal  has  been 
right  so  far  in  figuring  that  Memorex' 
cash  flow  would  cover  that  debt.  "I 
felt  that  I  was  buying  the  company 
with  its  own  assets,"  he  says.  "If  we 
had  liquidated  it,  we  could  have  got- 
ten our  money  back  and  then  some." 

Because  Burroughs  didn't  have  a 
competitive  microcomputer  far 
enough  along  in  development,  Blu- 
menthal again  sought  outside  help  to 
make  up  for  lost  time.  He  inked  a  deal 
with  Santa  Clara,  Calif. -based  Con- 
vergent Technologies,  which  now 
makes  the  B20,  sold  under  the  Bur- 
roughs logo.  (There's  an  irony  here. 
Burroughs  actually  had  the  first  mini- 
computer on  the  market,  back  in 
1963,  but  management  evidently 
didn't  think  distributed  processing 
would  take  off.) 

Is  Burroughs  too  late  with  the  B20? 
Maybe  not.  This  machine  is  compati- 
ble with  both  Burroughs  and  IBM 
mainframes.  A  tacit  admission  of 
IBM's  dominance,  perhaps.  Neverthe- 
less, it  potentially  opens  up  a  whole 
new  range  of  customers.  There's  no 
doubt  he's  trying. 

Blumenthal  is  proud  of  what  he  has 
accomplished  so  far.  And  so  he  should 
be.  The  smugness  around  Burroughs  is 
gone.  But  he  has  also  left  the  hardest 
part  of  the  cleanup  for  last — new  prod- 
ucts and  effective  marketing.  Market- 
ing has  always  been  Burroughs'  weak 
spot.  A  few  highly  publicized  lawsuits 
in  1981  over  aminicomputer  that  failed 
to  deliver  what  Burroughs  promised 
has  made  marketing  more  difficult. 

Burroughs  has  traditionally  made  a 
good  hunk  of  hardware.  Computer 
buffs  are  quick  to  tell  you  Burroughs' 


boxes  are  far  easier  to  program  and  run 
than  any  of  the  competitors'  But  the 
company  has  been  slow  to  capitalize  on 
this  potential  strength. 

"Salesmen  spend  more  time  filling 
out  paperwork  than  visiting  custom- 
ers," explains  one  veteran  engineer.  A 
small  hint  of  why  the  salesmen  attri- 
tion rate  has  been  high,  well  above  the 
20%  average  that  plagues  the  comput- 
er industry.  Blumenthal  has  slashed 
bureaucracy.  Some  240  middle  man- 
agers have  been  awarded  early  retire- 
ment. So  far  so  good,  but  on  the  other 
hand  a  wage  freeze  in  place  since  last 
November  hasn't  offered  much  sell- 
ing incentive.  Moreover,  with  all  the 
internal  shakeout,  employee  morale 
is  low.  Bright  posters  sprinkled  liber- 
ally throughout  company  headquar- 
ters reading  "Burroughs  is  better!" 
seem  more  symptom  than  cure. 

So  Blumenthal  has  taken  to  calling 
personally  on  fellow  chief  executives 
who  aren't  Burroughs  users,  practic- 
ing his  persuasive  brand  of  I-don't- 
know-any-more-than-you-do  sales 
pitch.  "You  used  to  sell  to  vice  presi- 
dents in  charge  of  computer  services," 
he  explains.  "Today  the  average  user 
doesn't  know  what's  inside  the  box, 


nor  does  he  care  about  MIPs  [millions 
of  instructions  per  second].  He  wants 
to  know,  if  he  presses  a  button,  what 
the  machine  will  do  for  him." 

But  the  inability  to  win  converts 
persists.  Consider  LINC  (Logic  &  In- 
formation Network  Compiler).  This 
new  software  allows  the  user  to  devel- 
op multiple  applications  faster  than 
any  other  product  in  the  marketplace. 
"It  has  been  described  as  unique  by 
the  trade  press,  part  of  the  ongoing 
tradition  of  technological  innovation 
from  Burroughs,"  Blumenthal  says 
proudly.  Sighing,  he  adds:  "But  I'm 
frustrated  because  it  hasn't  been  em- 
phasized enough  by  our  people." 

Burroughs  will  start  shipping  its 
new  B7900  top-of-the-line  mainframe 
this  summer,  but  IBM's  comparable 
machine  is  already  out  there  working. 
Blumenthal  promises  a  new  series  of 
computers  by  1984,  but  chances  are 
these  won't  leap  dramatically  ahead 
of  the  20%  price/performance  ratio 
gain  that  is  characteristic  year-to-year 
in  the  computer  industry. 

Michael  Blumenthal  is  an  immen- 
sely capable  man.  But,  quite  clearly, 
he's  going  to  need  both  help  and  luck 
to  turn  this  big  old  company  around.  ■ 
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Gerald  Ronson  owes  his  wealth  as  much  to 
deals  he  let  go  as  to  those  he  landed. 


Knowing  when 
to  say  no 


By  Lawrence  Minard 


A WEALTHY  BUSINESSMAN,  SO  the 
story  goes,  was  asked  to  ex- 
h  plain  the  secret  of  his  self- 
made  success.  "Five  easy  rules,"  he 
growled  in  reply.  "No  money.  No  edu- 
cation. No  brains.  Buy  low.  Sell  high." 

Britain's  Gerald  Ronson  would  un- 
derstand. In  a  society  that  too  often 
continues  to  value  inherited  wealth 
and  social  connections  above  hard 
work  and  ability,  Ronson,  43,  is  that 
rare  thing,  an  exceedingly  successful 
entrepreneur.  In  20  years  he  has  built 


his  Heron  International  Ltd.  from 
nothing  to  a  real  estate-energy-retail- 
ing-financial  empire  that  earned 
around  $20  million,  aftertax,  last  year 
and  whose  conservatively  stated  net 
worth  now  approaches  $400  million. 
Heron  is  strictly  private:  Ronson, 
family  trusts  and  the  Ronson  Charita- 
ble Foundation  own  every  penny  of  its 
equity.  It  all  adds  up  to  a  pretty  penny. 
Had  Ronson  appeared  on  The  Forbes 
Four  Hundred  list,  Heron's  worth 
would  have  put  Ronson  just  below 
Winthrop  Rockefeller  and  well  above 
Warren  Buffett. 
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Six  reasons  why  you 

need  the  newest  fleet 
management  tool 

from  Avis  Car  Leasing. 


It's  Auto  Carte.  The  new  Avis  service  program 
that  offers  qualified  fleets  discounted  prices  on 
more  than  35  automotive  products  and  services. 
Auto  Carte  is  honored  at  over  15,000  locations 
nationwide  and  delivers  six  important  benefits: 

1 .  Lowers  transportation  costs 

Auto  Carte  entitles  you  to  low  "National 
Account"  prices  anywhere  in  the  country. 

2.  Increases  sales  force  productivity 

No  wasted  time  shopping  for  outlets,  products 
or  prices.  Your  cars  are  serviced  promptly 
wherever  they  are. 

3.  Assures  safe,  efficient  vehicle 
operation 

Services  and  repairs  are  made  when  needed. 
Cuts  "down  time." 


4.  Simplifies  billing 

One  monthly  invoice  covers  all  fleet  purchases. 
Reduces  paperwork  without  sacrificing  detail. 

5.  Guarantees  flexibility 

The  Auto  Carte  program  can  be  tailored 

to  meet  the  requirements  of  your  fleet  or  part 

of  your  fleet. 

6.  Improves  cash  flow 

Reduces  need  for  making  cash  advances  to 
drivers. 

Auto  Carte  joins  the  full  range  of  fleet 
management  programs  which  complement  the 
fixed  cost  or  finance  leases  available  from  Avis, 
the  full  service  leasing  company. 

For  quick  action  call  us  toll  free  and  ask  for 
Operator  #61  1-800-331-1750 


AVIS 


CAR 
LEASING 


Avis  features  GM  cars. 

Business  and  professional  leasing  only. 


We  try  harder 
to  make  fleet  management  easier. 


c  I'W*  Ttv  Harder  Inc  Avis» and  We  (rv  harder" 


EHSraAuto 
HIIECarte 


Avis  Auto  Carte 
is  honored*  by  the 
following  companies 
that  have  over  15,000 
service  centers 
nationwide. 

Aamco 
B.F.  Goodrich 
Firestone 
General  Tire  Co. 
Goodyear 
Maaco 
Montgomery  Ward 
Penn  Glass 
Sears  Roebuck 

Uniroyal 
US  Auto  Glass 
Ziehart 

'At  participating  locations. 


Yes,  I'm  interested  in  Auto  Carte. 
Please  have  someone  contact  me. 


Company  Name 


Your  Name 


Title 


Address 


City 


State 


Zip 


Phone 

Number  of  cars  owned . 


.leased. 


miles 


The  average  car  is  driven, 
per  year. 


Mail  to:  Larry  Mazur,VP  Marketing, 
Avis  Car  Leasing,  P.O.  Box  117, 
^Carle  Place, NY  11514  M_ij 
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Ronson,  a  muscular  six-footer 
who  strides  coatless  around  his 
office,  fat  cigar  in  hand,  clearly 
has  brains.  That  aside,  he  ranks 
high  on  the  other  qualifications 
for  success: 

•  No  money:  Ronson's  father, 
Henry,  now  76,  owned  a  modest 
furniture  factory  in  northeast 
London's  tough  Islington  dis- 
trict. It  was  profitable,  and  Hen- 
ry was  a  shrewd,  hard  worker, 
but -the  Ronson  family  was  far 
from  rich. 

•  No  education:  Ronson  quit 
school  at  15  to  work  in  the  busi- 
ness full  time.  "I  couldn't  wait 
to  get  out  of  school  and  into 
business,"  he  once  told  Forbes 
(Oct.  1,  1977).  "I  left  school  be- 
cause I  found  it  boring.  I  have  no 
regrets." 

•  Buy  low.  Sell  high:  Last 
March,  for  example,  Ronson 
paid  $1  million  for  a  four-month 
option  to  acquire  12,500  acres  of 
raw  Tucson  land  from  the  Howard 
Hughes  estate  for  $75  million  cash. 
The  land,  he  says,  was  appraised  at 
over  $200  million.  Before  the  option 
expired,  he  sold  off  $40  million  worth 
of  the  land  and  shortly  thereafter  sold 
another  $15  million  worth — a  total  of 
2,000  acres  for  $55  million,  cash,  an 
average  of  $27,500  an  acre.  That 
leaves  Ronson  with  10,500  acres  at  an 
effective  average  cost  of  $1,900  an 
acre.  "And  we  didn't  sell  only  the  best 
land,  either,"  chortles  Ronson. 

But  there  is  another  aspect  that  sep- 
arates Ronson  from  the  pack — disci- 
pline or,  more  precisely,  the  ability  to 
calculate  the  economic  value  of 
something  and  the  self-control  not  to 
pay  more. 

"The  Heron  team  does  not  go  on 
ego  trips,"  says  Ronson.  His  paneled 
office  is  located  in  a  nondescript 
building  on  Marylebone  Road  in  Lon- 
don, across  the  way  from  Madame 
Tussaud's  Wax  Museum.  No  corpo- 
rate monuments. 

Unlike  a  lot  of  corporate  empire- 
builders,  Ronson  isn't  big  on  leverage. 
He  prefers  to  pay  cash.  "We  are  a 
private  corporation.  We  don't  buy 
things  for  funny  paper  because  we 
don't  have  any  funny  paper.  And 
when  you're  private,  paying  cash  fo- 
cuses the  mind.  It  may  be  disappoint- 
ing to  lose  a  deal.  ..."  The  words  trail 
off,  but  the  meaning  is  clear:  better 
disappointment  than  overpaying. 

Ronson's  discipline  has  been  sorely 
tested  of  late  as  he  has  marshaled  his 
cash  to  add  what  he  calls  "a  really 
major  acquisition"  to  Heron's  ex- 
panding empire.  In  the  summer  of 
1980  he  considered  buying  London's 


Heron  International's  Gerald  Ronson 
"School  was  boring,  business  fun. 


Bourne  &  Hollingsworth,  a  big  Oxford 
Street  retailer  Ronson  wanted  for  its 
undervalued  property.  "There  was  a 
price  at  which  I  could  have  bought  it, 
but  it  was  too  high,  so  I  didn't." 

Then  Ronson  locked  horns  with 
Australia's  Robert  Holmes  a  Court 
(Forbes,  Dec.  21,  1981)  over  Lord  Lew 
Grade's  Associated  Communications 
Corp.  Early  last  year  Ronson  bid  £46.6 
million  ($72  million  at  current  rates) 
for  ACC,  a  30%  premium  over 
Holmes  a  Court's  offer.  The  Austra- 
lian matched  Ronson.  Ronson  upped 
the  stakes  to  £49  million.  Holmes  a 
Court  rose  to  £60  million — and  Ron- 
son  said  stop.  "We  played  poker,"  said 
Ronson  at  the  time,  "and  Mr.  Holmes 
a  Court  won."  But  that  is  not  clear. 
ACC  is  tangled  in  entertainment  in- 
dustry lawsuits;  many  of  its  assets 
were  holdings  in  the  troubled  second 
tier  of  Britain's  property  market. 
"Sometimes,  when  someone  is  too 
greedy,"  says  Ronson  of  the  ACC  bat- 
tle, "he  gets  left  holding  the  bag." 

Last  summer  Ronson's  eye  turned 
to  asset-rich,  management-poor  Rank 
Organisation.  He  first  asked  Xerox  to 
agree,  in  advance,  to  buy  RO's  Rank 
Xerox  holding.  Xerox,  which  has  had 
its  own  problems  of  late,  said  no. 
Again  Ronson  backed  away. 

Last  month  Ronson's  discipline 
was  once  more  on  the  line.  In  early 
February,  Bassishaw  Investments,  a 
group  created  and  half  owned  by  Her- 
on, offered  $300  million — $1.55  a 
share — for  Britain's  poorly  managed 
but  asset-rich  UDS  department  store 
chain.  To  defend  itself,  UDS  man- 
agement quickly  announced  it  would 
unload  UDS'  most  valuable  assets. 


That  pushed  UDS  shares  to  $1.70. 

Surprise:  Ronson  increased  his  bid  to 
$1.77.  Why?  He  says  that  the  UDS  bid 
defense  documents  convinced  him  the 
assets  were  richer  than  he  had  thought. 
A  few  days  later  a  white  knight  arrived 
at  UDS'  door  in  the  form  of  Sir  James 
Hanson's  Hanson  Trust  (sales,  $1.8 
billion),  which  offered  $1.86  worth  of 
Hanson  paper.  As  this  issue  of  Forbes 
went  to  press,  shareholders  were  trying 
to  decide  between  Ronson's  cash  and 
Hanson's  paper. 

Will  Ronson's  discipline  crack  if 
the  shareholders  opt  for  Hanson? 
Don't  bet  on  it.  Why  should  he  be 
tempted?  Ronson  paid  $8.5  million 
for  the  10  million  UDS  shares  he 
bought  last  summer  and  fall.  If  he 
loses  to  Hanson,  he  reaps  a  profit  of 
$10  million  on  that  investment.  What 
would  he  do  with  the  money?  Add  it 
to  Heron's  $160  million-plus  cash 
hoard  and  hit  the  acquisition  trail 
again.  As  for  future  targets,  says  Ron- 
son:  "There  is  no  limit  to  badly  man- 
aged British  companies." 

Meanwhile,  he's  looking  at  poten- 
tial U.S.  targets.  Ronson  and  Alan 
Goldman,  his  chief  financial  officer, 
now  spend  seven  days  a  month  in  the 
U.S.,  methodically  investing  and 
managing  the  $100  million  in  (mostly 
liquid)  assets  that  Heron's  U.S.  arm, 
Heron  Inc.,  has  accumulated  since 
1978.  Heron's  U.S.  operations  are  di- 
rected from  Tucson,  where  it  owns 
$720  million  (assets)  Pima  Savings  & 
Loan,  the  state's  largest  S&L;  and 
from  Phoenix,  where  it  owns  Western 
American  Mortgage  Co.,  an  $800  mil- 
lion (assets)  mortgage  bank.  "We 
picked  Arizona  five  years  ago  because 
it  welcomes  outsiders  and  because  it 
is  one  of  the  fastest-growing  states," 
Ronson  explains.  "And  Tucson  is  the 
number  one  or  two  growth  city  in  the 
country — it's  like  Phoenix  was  10  or 
15  years  ago." 

Heron's  American  strategy,  says 
Ronson,  "is  to  become  a  real  estate- 
oriented  financial  institution."  Ron- 
son  figures  the  U.S.  commercial  real 
estate  market  has  about  bottomed  out 
("In  fact,  you've  already  seen  a  recov- 
ery in  the  prime  end  of  the  market"), 
and  he  has  been  buying  bits  and  pieces 
of  commercial  projects  in  major  cities 
throughout  the  country.  Among  the 
more  important  pieces:  a  50%  inter- 
est in  San  Francisco-based  Hall  Prop- 
erties, which  is  developing  1  million 
square  feet  of  prime  land  holdings 
stretching  from  San  Diego  to  San 
Francisco;  and  Number  510  West 
Sixth  Street,  a  250,000-square-foot  of- 
fice building  in  downtown  Los  Ange- 
les, which  Ronson  bought  in  Decem- 
ber for  around  $16  million.  On  the 


books,  too,  is  all  that  cheap  Hughes 
estate  land,  which  he  picked  up  last 
summer.  Says  Ronson:  "We'll  develop 
it  slowly,  releasing  it  over  five  to  sev- 
en years." 

Has  Ronson  any  intention  of  taking 
Heron  public?  He  laughs:  "None 
whatsoever.  Because  we  are  private 


we  don't  have  to  worry  about  satisfy- 
ing shareholders  with  next  year's 
earnings  and  fat  dividends.  We  can 
plow  all  our  earnings  back  into  the 
company  and  worry  about  long-term 
capital  appreciation  and  long-term 
planning.  We  consider  it  a  great  luxu- 
ry to  be  private."  ■ 


Foreign  planemakers  have  taken  the  com- 
muter airliner  market  from  U.S.  suppliers. 
Another  trade  defeat?  No. 


They're  welcome 
to  it 


By  Howard  Banks 


WPE  ARE  GETTING  SO  IUMPY 
about  trade  competitiveness 
that  sometimes  we  miss  the 
point  that  foreign  companies  succeed 
in  some  U.S.  markets  because  U.S. 
suppliers,  for  good  commercial  rea- 
sons, find  those  markets  not  worth 
having. 

Take  the  U.S.  commuter  airliner 
market  ($460  million  shipments  in 
1981).  At  first  glance  the  business  of 
supplying  aircraft  to  the  U.S.'  280 
short-hop  airlines  presents  a  sadly  fa- 
miliar pattern.  In  a  market  that  has 
grown  rapidly  on  the  back  of  airline 
deregulation,  planemakers  from  Bra- 
zil, Britain,  Canada,  France,  Italy, 
Sweden,  Holland  and  Spain — all  with 
subsidies  from  their  governments — 
have  pushed  U.S.  manufacturers 
aside.  The  U.S.  planemakers  have  re- 
quested protection  from  the  govern- 
ment's International  Trade  Commis- 
sion, the  agency  that  has  come  to  the 
aid  of  the  car,  shoe  and  steel  indus- 
tries. But  in  this  case  the  ITC  has 
turned  its  back. 

More  one-sided  "free"  trade?  No. 
Apart  from  Fairchild  Aircraft  (former- 
ly Swearingen),  the  American  makers 
of  small  aircraft — like  Cessna,  Piper, 
Beech  and  others — chose  to  concen- 
trate mainly  on  the  markets  for  gener- 
al aviation  light  aircraft  and  small 
turboprops  for  corporate  use.  In 
those  markets — with  annual  ship- 


ments in  record  1981  of  $1.8  billion 
and  $2  billion — U.S.  manufacturers 
have  creamed  world  competition. 

Were  the  U.S.  manufacturers  wise 
to  ignore  the  commuters,  those  short- 
haul  airlines  that  connect  America's 
smallest  air  travel  markets  to  the 
main  airports?  Boosted  by  the  free- 
dom that  resulted  from  deregulation, 
the  commuters  doubled  their  passen- 
ger load  to  15  million  between  1975 
and  1980  and  have  continued  to  grow 
right  through  the  recession.  They 
now  carry  8%  of  all  U.S.  airline  pas- 
sengers. Meanwhile  the  recession  has 
stalled  general  aviation  and  corporate 
aircraft  shipments,  both  of  which 
were  off  by  around  one-third  last  year. 
Since  1980,  San  Antonio,  Tex.-based 
Fairchild  Aircraft  (a  subsidiary  of  Fair- 
child  Industries)  has  been  selling  an 
improved  version  of  its  Metro  com- 
muter airliner.  Attempting  to  put 
even  a  small  crimp  in  the  foreign 
competition's  plans,  Fairchild  led  the 
protest  to  the  ITC. 

But  Linden  Blue,  president  and 
CEO  at  Beech  Aircraft  Corporation,  a 
subsidiary  of  Raytheon,  is  more  skep- 
tical. "There's  a  great  deal  of  differ- 
ence in  selling  a  corporate  turboprop 
to  a  company  like  IBM  and  a  commut- 
er to  some  financially  hard-pressed 
commuter  airline,"  says  Blue.  With 
wobbly  customers  and  overstocked 
suppliers,  the  commuter  plane  mar- 
ket is,  in  the  words  of  one  supplier,  "a 
financial  wasteland." 
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Even  if  you  don't  know  the  country 
you  can  always  look  to  Bank  of  America 
to  know  the  currency 


With  a  banking  network  of  over  90  nations,  and  market-making 
capabilities  in  major  marketplaces,  Bank  of  America  gives  you  foreign 
exchange  expertise  in  more  locations  than  almost  any  other  bank. 

You  get  aggressive  foreign  exchange  rates  on  major  currencies  in 
exchange  markets  around  the  world. 

You  receive  tactical  and  strategic  market  analysis  from  our  skilled 
teams  of  Financial  Markets  Advisors  in  major  financial  centers.  You  get 
up-to-date  reports  on  market  activity.  Advice  on  managing  your  ex- 
posure. And  quotes  and  consultation  not  only  on  foreign  exchange, 
but  on  a  wide  range  of  financial  products  and  services  available  in  your 
market. 

Plus,  you  can  have  our  foreign  exchange  workshops  presented 
worldwide  for  your  treasurer  and  other  financial  officers. 

For  more  information,  contact  the  Branch  Manager  at  your  nearest 
Bank  of  America  office. 

Look  to  Bank  of  America  for  foreign  exchange  services.  You  can 
count  on  us  around  the  world. 

Look  to  the  Leader.™ 


BANKof  AMERICA 


"Everybody  is  totally  ignoring  the 
[international]  guidelines  on  export  fi- 
nancing," says  Gerald  McNamara, 
vice  president  of  the  American  dis- 
tributor of  the  Spanish  CASA  com- 
muter aircraft.  The  Brazilians  offer 
around  8%  and  did  so  even  when  U.S. 
rates  were  20%  or  more. 

Export  finance  is  often  the  least  of 
the  deals  that  are  being  offered.  These 
run  from  soft  leases  ("Try  the  plane 
for  a  few  months  and  see  if  you  like  it 
and  we'll  write  it  up  later"),  to  very 
generous  trade-ins  on  old  aircraft,  to 
the  equipment  maker  taking  an  equi- 
ty stake  in  the  airline,  especially  one 
just  getting  off  the  ground.  CASA's 
McNamara  admits  that  his  company 
has  in  effect  been  doing  this  for  some 
commuter  customers.  "We  arrange 
the  lease  finance  through  partners,  us- 
ing the  aircraft  as  collateral,  and  re- 
tain ownership,  taking  the  tax  bene- 
fits internally.  The  margin  on  the  air- 
craft is  down  to  nothing,"  says 
McNamara. 

British  Aerospace,  50%  govern- 
ment-owned, injected  $3  million  in  a 
mixture  of  common  and  preferred 
stock  in  Pacific  Express  of  Chico,  Cal- 
if., a  leading  customer  for  its  BAe  146 
four-jet  commuter  airliner. 

The  advantage  of  such  finance,  says 


Anthony  Spuria,  senior  vice  president 
of  Fairchild's  aviation  operations: 
"Once  a  maker  has  got  in  the  door 
with  a  new  airline,  it  then  owns  that 
airline  as  far  as  future  sales  are  con- 
cerned." With  that  thought  in  mind, 
Fairchild  is  helping  Farmingdale, 
New  York-based  Atlantic  Express 
(which  is  right  in  the  backyard  of  Fair- 
child's  Republic  subsidiary)  to  get  off 
the  ground  with  a  sophisticated  fi- 
nance package.  This  ups  the  price  of 
Atlantic's  first  two  Fairchild  Metro  III 
aircraft  by  $250,000  or  so,  to  a  total 
price  of  $2.3  million.  The  extra  is  to 
pay  for  a  parcel  of  spare  parts  "on 
consignment,  to  be  paid  for  over  the 
length  of  the  lease,"  explains  Spuria. 
In  the  meantime,  money  that  its  own 
credit  never  would  have  raised  is  in 
the  bank  helping  the  airline. 

Fairchild  is  also  the  sole  U.S.  com- 
pany with  a  stake  in  the  development 
of  new,  larger  commuter  aircraft.  It  is 
collaborating  with  Saab  of  Sweden  to 
build  a  34-seat  plane  called  the  SF- 
340.  The  race  for  a  larger  plane  results 
from  the  lifting  of  Federal  Aviation 
Administration  and  Civil  Aeronau- 
tics Board  regulations  that  earlier 
limited  commuter  planes  to  19  seats. 

But  the  commercial  risks  are  great. 
Between  now  and  1990,  the  market 


foi  30-scut-plus  commuters  world- 
wide might  be  1,000  to  1,200  in  total. 
There  are  already  six  suppliers.  Can- 
ada's UeHavilland  Dash-8  has  cost 
$260  million  to  develop  and  will  cost 
about  the  same  again  to  launch  into 
full  production.  The  company  puts 
bieak-evcn  at  around  300  sales.  The 
Saab-Faachild  will  cost  $750  million 
to  develop  and  to  fund  production  of 
the  first  200,  which  is  set  —optimisti- 
cally— as  its  break-even.  Fairchild's  is 
a  nervous  optimism,  though.  "May- 
be," admits  Spuria,  "we  are  in  tor  a 
nasty  surprise." 

Beech  is  more  skeptical  about  the 
large-size  market.  Linden  Blue  thinks, 
deregulation  notwithstanding,  the 
bulk  of  the  market  will  remain  with 
19-seat  aircraft.  Beech  is  developing  a 
new  derivative  of  its  successful  King- 
Air  business  turboprop,  a  plane  with 
sales  of  4,000  units  behind  it 

Beech's  skepticism  is  piobably  bet- 
ter founded  than  Fairchild's  opti- 
mism, because  the  conditions  that 
created  the  commuter  boom  seem 
about  to  change  Recall  that  the  major 
airlines  decided  after  deregulation  m 
1978  that  shortei  routes  were  not  tor 
them.  At  the  same  time,  gas  became 
scarce  and  shot  up  in  price,  and  travel- 
er left  then  ears  at  the  airport  and 
took  a  local  plane,  even  though  it  was 
often  a  mere  puddle  lumper. 

Now,  however,  major  airlines  such 
as  United  and  Delta  have  decided  that 
short-haul  feed  from  the  best  markets 
(those  with  around  100  passengers  a 
day,  say)  are  too  good  to  ignore.  They 
again  land  once  or  twice  a  day  with 
smaller  jets  like  the  Boeing  737  and 
DC-9 — and  passengers  prefer  jets  to 
puddle  lumpers.  That  will  take  the 
cream  off  the  commuter  business. 

In  addition,  deregulation  has  ended 
the  form  of  protection  for  the  com- 
muters called  mandatory  joint  fares. 
These  were  fares  the  ma)or  airlines 
were  forced  to  negotiate  fairly  with 
commuters  where  each  carried  a  pas- 
senger part  of  the  way.  Now  the  com- 
muter mice  have  to  deal  with  the  (rel- 
atively speaking)  fat-cat  majors  and 
get  what  they  can  from  this  business. 
The  majois  are  also  trying  to  push  the 
commuters  into  agreeing  to  exclusive 
arrangements.  Between  them  those 
moves  will  cut  the  high  fares  that 
commutei  airlines  have  been  getting 
away  with — such  as  $150  from  Wash- 
ington National  to  Philadelphia,  at  a 
time  when  $198  buys  a  round  trip 
across  the  country. 

"It  adds  up  to  the  darkest  cloud  on 
our  horizon,"  says  Peter  Howe  of  Rio 
Airways  of  Killeen,  Tex.  But  a  silver 
lining  for  the  prudent  U.S.  plane- 
makers.  ■ 
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YOU  CAN  TELL  A  LOT 
ABOUT  ANACO  MP 
BY  OUR 1987 
FINANCIAL  STATEMENT 


No,  not  our  P&L's.  Even  Anacomp  can't 
develop  software  that  reveals  a  1987  income 
statement  before  1987  is  even  off  the  ground. 

Fortunately,  there  are  other  numbers  besides 
those  on  a  P&L  that  make  a  statement  about  a 

company. 

T^ke,  for  ex- 
ample, the  fact 
that  based  upon 
projected  reve- 
nues, Anacomp 
plans  to  spend 
more  than  a  half 
billion  dollars  in 
software  and 
software  related 
services  for  the 
financial  in- 


EXPENDITURES  IN  SOFTWARE 
AND  RELATED  SERVICES 
FOR  FINANCIAL  INDUSTRY 
(BASED  ON  PROJECTED  FY  REVENUES) 

(IN  $  MILLIONS) 


186.4 


1983     1984      1985      1986  1987 


dustry  over  the  next  five  years.  Beginning  with 
fiscal  1983,  and  driving  straight  through  1987, 
Anacomp  has  projected  this  funded  heavy  dollar 
expenditure  for  development  enhancement 
maintenance  and  installation  of  financial 
software  systems.  We're  planning  to  expend 
these  dollars  in  the  financial  industry  because 
it's  our  primary  market  our  bread  and  butter. 
(What  better  place  for  our  bread?) 


And  lest  you  think  waving  dollars  is  the  extent 
of  our  commitment  just  look  at  our  investment 
in  human  resources. 

By  1987,  almost  1300  Anacomp  employees  will 
be  assigned  to  new-product  development  Nearly 
65%  of  our  entire  financial  system  workforce. 
Something  like  3200  man-years,  overall. 

And  what  do  we  expect  our  projected  expen- 
diture of  these  dollars  and  people  in  product 
enhancements  will  net  us?  Staggering  advance- 
ments in  tech- 
nology. Product 
improvements. 
Performance 
improvements. 
But  mostly  it  will 
be  a  statement 
to  the  financial 
community. 
A  signal  that 
Anacomp  is  com- 
mitted to  serve. 
With  all  our 


FINANCIAL  SERVICES  PERSONNEL 
FY  1983-1987 
(PROJECTED) 
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enthusiasm.  With  much  of  our  brain-power.  And 
yes,  with  significant  dollars/Phis  is  the  message 
we'resendingyou.Our  M-mfmmo 
financial  statement  OlIO&^lJIIB" 

Indianapolis,  Indiana 


ANACOMP,  INC..  PO.  BOX  40HH8.  INDIANAP<  )LIS.  INDIANA  46240  (.H  7)  844-9666 'C  1983  ANAC(  >MP.  INC. 


Experience  Mazda  626 
Sport  Coupe.  Proof  that 
performance,  luxury,  and 
value  can  actually  co-exist. 

In  creating  the  new  Mazda 
626  Sport  Coupe,  we  set  out  to 
match  the  performance  and  lux- 
ury of  some  of 
the  world's  finest 
road  cars.  And  to 
surpass  them  in 
value. 

Experience 
Mazda  626  and 
you'll  see  that  it's  everything  we 
wanted  it  to  be—  and  more. 


1 

/ 

L  

MnzWn  62b  ' 
I  0-50  ,„,,/,  8.0  AT.  1 
-  1 <  mile    is  5  set. 

1 "  7S'"""\ 

Its  front-wheel-drive  con- 
figuration makes  it  spacious 
enough  for  five  people. 

Its  excellent  ride  and  han- 
dling are  due  in  part  to  Mazda's 
Electronic  Variable  Shock  Absor- 
bers and  patented  Twin  Tra- 
pezoidal Link  rear  suspension. 

Its  2-litre  engine  is  more 
powerful  than  its  predecessor, 
yet  gets  better  gas  mileage. 

If  you  have  ever  wondered  if 
it  is  possible  for  a  modern  road 
car  to  offer  performance  and  lux- 
ury along  with  extraordinary 
value,  experience  Mazda  626. 
And  wonder  no  more. 


All-new,  transverse-mounted,  2-litre,  overhea  d 
cam  engine  has  8%  fexoer  moving  parts  titan 
previous  626  engine  and  is  57  lbs.  lighter.  It  fc 
also  quieter,  more  compact-and  more  poioerfui. 


MFC 


29 


HST. 
MPG 


EPA  estimates  ti 
*M  .muf.icturer's 


comparison.  Yourmileage  mav  vary  with  trip  length,  speed  and  weather.  Highway  mileage  will  probably  be  less, 
nggested  retail  price  Actual  price  set  by  dealer  Taxes,  license,  freight,  options  (tires/al.  wheels  shown)  and  other 


With  Electronic  Variable  Shock  Absorbers, 
driver  can  select  normal  damping  force  (A )  or  one 
that  is  firmer,  sportier  (B).  In  AUTOMATIC 
mode,  shocks  stay  at  normal  until  speeil 
rises  above  50  mph,  at  which  tunc  trout  -hocks 
stiffen  for  better  "road  feci." 


Standard  features  include 
5 -speed  overdrive  transmission 
(3-speed  automatic  optional) 

•  Steel-belted  radial  tires  •  Rack- 
and-pinion  steering  •  Power- 
assisted  front  disc  brakes  •  Front 
and  rear  anti-sway  bars  •  6- way 
adjustable  driver's  seat  •  Halogen 
headlamps  •  Electric  rear  win- 
dow defroster  •  Remote  trunk 
release  •  60/40  split  fold -down 
rear  seatbacks  •  Tilt  adjustable 
steering  column  •  Quartz  digital 
clock  •  Full  cut-pile  carpeting 

•  Carpeted  trunk  •  Tachometer 

•  Heater  duct  for  rear-seat 
passengers  •  Trip  odometer. 


1983  Mazda  626  Sport  Coupe 

$7895* 


FREE  CATALOG  TELLS  MORE. 

We'd  be  pleased  to  send  you  a  free 
copy  of  our  30-page,  full-color 
catalog  describing  the  new  626 
Series.  Just  send  your  name, 
address,  city,  state,  and  zip  code  to 
the  following  address  and  mention 
that  you'd  like  the  626  catalog. 
Mailing  and  Marketing  Inc. 
Box  5960 
Orange,  CA  92668 
Attn:  Mazda  626  Offer 


dealer  charges  extra.  Price  may  change  without  notice.  Availability  of  vehicles  with  spe<  ific  features  may  vary. 


The  more  you  look, 
the  more  you  like. 


Profiles 


Mary  Crowley,  a  divorced  mother  at  21, 
built  a  $400  million  company.  It's  not 
what  she  sells  but  how  she  sells  that  counts. 

"Please  make  me 
feel  special" 


Mary  Gun  ley  training  Home  Inferiors  managers  at  Princeton  Meadows 
Nothing  impersonal  about  Crowley  management. 


By  Anne  Bagamery 


CRADLING  A  MINK- COVERED  Bi- 
ble in  her  lap,  Mary  C.  Crow- 
ley smiles  at  the  25  women 
gathered  in  the  sunny  living  room  of 
Princeton  Meadows,  her  12-bedroom 
ranch  house  on  1,300  acres  in  Denton, 
Tex.  The  Bible  is  open  to  the  day's 
lesson  from  the  Book  of  Proverbs.  But 
this  is  no  genteel  ladies'  study  group. 
This  is  a  business. 

"Let's  read  what  King  Solomon  told 
his  sons  about  how  to  become  lead- 
ers," says  Crowley,  turning  to  Chap- 
ter 2,  verses  1  through  5.  "If  any  group 
needs  wisdom  and  understanding,  it's 
management,"  she  says.  "And  what  is 
wisdom  but  seeing  the  world  from 
God's  point  of  view?  Once  you  can  do 
that,  you  just  have  to  succeed  at  your 
mission — our  mission.  Which  is  in- 
suring that  no  home  in  America  is 
ever  dull  or  unattractive." 
Crowley,  67,  has  built  a  $400  mil- 


lion (sales)  company  with  such  talk. 
She  will  go  on  in  this  vein  for  another 
three  hours  this  February  morning, 
mixing  Scripture  with  shop  talk  and 
throwing  in  quotations  from  Will 
Rogers,  Billy  Sunday  and  Dallas  Cow- 
boys coach  Tom  Landry.  By  the  time 
she  is  through,  every  woman  at  this 
manager's  training  course  will  be 
itching  to  go  out  and  hustle  for  the 
Lord — and  Mary  Crowley. 

Welcome  to  the  world  of  Home  In- 
teriors &  Gifts  Inc.,  which  last  year 
made  a  profit  that  probably  exceeded 
$20  million  after  taxes  by  selling 
decorative  accessories — gilt  wall 
sconces,  porcelain  figurines,  brass 
butterfly  plaques  and  the  like — at 
home  parties.  Crowley,  who  owns 
27%  of  the  company,  trains  the 
40,000  managers  and  salespeople.  Her 
son,  Donald  Carter,  49,  who  owns 
19%,  handles  Home  Interiors'  fi- 
nances. On  the  side,  Carter  also  owns 
most  of  the  Dallas  Mavericks,  one  of 


the  few  National  Basketball  Associ- 
ation franchises  that  are  making  mon- 
ey (see  box). 

Home  Interiors  buys  the  550  items 
in  its  line  from  20  suppliers  and  sells 
them  at  up  to  100%  markup.  Two- 
thirds  of  that  markup  goes  to  the 
salesperson  (or  displayer,  as  she — 
they're  all  female — is  called);  another 
10%  goes  to  various  division  manag- 
ers. The  rest  flows  back  to  the  home 
office  in  Dallas.  All  sales  are  cash  up 
front,  no  credit.  Since  it  leaves  the 
manufacturing  to  others  and  extends 
no  credit,  its  capital  needs  are  mini- 
mal; there  is  no  long-term  debt. 

Architectural  Digest  would  be  unlike- 
ly to  feature  Home  Interiors'  brass  leaf 
plaques  ($5.95  for  a  set  of  three)  or  its 
flying-gull  wall  ornaments  ($8.95  for 
two).  Nor  are  the  products  likely  to 
win  any  design  awards.  But  other 
awards  there  are  aplenty.  Crowley's 
success  and  her  philanthropy  (a  de- 
vout Baptist,  she  gives  10%  of  her 
income  to  the  church  and  other  chan- 
ties) have  won  her  numerous  acco- 
lades, including  the  1978  Horatio  Al- 
ger Award  for  entrepreneurship.  Per- 
haps the  most  telling  tribute  came 
from  a  U.S.  Tax  Court  judge.  The  IRS 
challenged  the  $1.6  million  salary 
Crowley  paid  herself  in  1974.  The 
)udge  ruled  it  was  a  legitimate  busi- 
ness expense.  Crowley,  he  found,  had 
a  "rare  talent"  for  motivating  women 
and  "probably  could  not  have  been 
replaced." 

Watch  her  operate  and  you  will 
agree  with  the  judge.  Crowley  loves  to 
tell  her  salespeople  about  her  first 
sales  coup  in  a  Sherman,  Tex.  depart- 
ment store  in  the  middle  of  the  De- 
pression when  she  was  21  and  a  di- 
vorced mother  of  two.  She  persuaded 
customers  to  round  out  their  pur- 
chases with  four-cent  spools  of  thread 
so  they  wouldn't  have  to  wait  for  their 
change. 

The  managers  have  heard  the  story 
before,  but  they  love  to  hear  it  again. 
Not  all  the  stories  they  tell  about 
Mary  Crowley,  however,  involve 
sales  prowess.  Her  associates  like  to 
tell  how  Crowley  befriended  Ethel 
Waters  toward  the  end  of  the  singer's 
life,  when  Waters  was  ill  and  desti- 
tute, and  paid  all  her  hospital  bills; 
how  Crowley,  in  addition  to  a  cash 
Christmas  bonus,  gives  Home  Interi- 
ors' office  staff  a  $200,000  shopping 
spree  af  a  Dallas  supermarket.  Noth- 
ing impersonal  about  Crowley  man- 
agement. Says  Nancy  Thomas,  a  man- 
ager from  Houston,  "Mary  would  like 
to  mother  everybody  in  the  world." 

Which,  in  a  way,  is  how  Home  Inte- 
riors got  started.  While  finishing 
night  accounting  school  in  the  1940s 
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Crowley  became  a  bookkeeper  for  a 
furniture  company  but  often  went  on 
the  sales  floor  to  ask  customers  what 
accessories  they  would  use  with  the 
pieces  they  had  just  bought.  In  1949 
she  started  making  good  money  for 
Stanley  Home  Products  selling  Stan- 
ley's polishes  and  waxes  at  home  par- 
ties. Recruited  for  Stanley  by  the 
woman  who  later  founded  Mary  Kay 
Cosmetics,  within  five  years  Crowley 
was  Stanley's  top  saleswoman. 

Crowley  left  Stanley  (now  Stan- 
home  Inc.)  in  1954  to  sell  decorative 
accessories  for  a  new  company,  World 
Gift,  but  she  left  that  firm  in  1957 
when  her  boss  decided  to  throw  an 
office  cocktail  party — something 
Crowley,  a  teetotaler,  could  not  con- 
done. With  savings,  friends'  backing 
and  a  $6,000  loan  she  charmed  out  of 
a  Dallas  banker,  Crowley  called  on 
her  supplier  connections  and  started 
Home  Interiors  within  months  of 
leaving  World  Gift. 

Crowley  has  tapped  into  a  rich  vein. 
Party-plan  sales  started  with  Tupper- 
ware  in  the  1940s  but  have  grown 
tremendously  in  the  past  20  years  into 
an  $8  billion-a-year  business.  Why? 
More  women  are  entering  the  work 
force,  either  by  choice  or  necessity. 
To  the  direct-sales  companies,  that 
means  two  things:  fewer  women  at 
home  all  day  to  receive  door-to-door 
sales  calls,  and  more  women  attract- 


ed— as  customers  and  sellers — by  di- 
rect selling's  flexible  hours.  Perhaps 
best  of  all,  direct  selling  retains  the 
personal  touch  that  most  retail  stores 
are  losing.  A  born  psychologist,  Mary 
Crowley  understands:  "Everybody 
wears  a  sign  that  says,  'Please  make 
me  feel  special.'  " 

An  evening  with  Fernella  Gilcrease, 
a  veteran  displayer  from  Euless,  Tex., 
shows  the  Crowley  principle  at  work. 
Gilcrease  asks  each  of  eight  guests  at 
a  recent  Home  Interiors  party  to  name 
her  favorite  color  and  style  of  furni- 
ture, then  addresses  personal  com- 
ments to  each  as  she  sets  out  the 
merchandise:  "Look  how  you  can 
change  your  accessories  with  the  sea- 
sons— dark  tones  in  the  fall  and  win- 
ter, light  tones  in  the  spring  and  sum- 
mer. I  heard  some  of  you  say  you  liked 
peach — we  have  lots  of  peach.  Now, 
how  about  that  little  space  over  the 
kitchen  door?  I'll  bet  you  never 
thought  of  decorating  that."  The  sales 
pitch  strikes  a  responsive  chord.  "My 
husband  and  I  have  moved  every  two 
years  since  we've  been  married,"  says 
Ruth  Carlson,  sighing  over  a  $104  ar- 
rangement of  mirrors,  candles  and 
fake  ferns  (or  "permanent  foliage,"  in 
Home  Interiors  lingo).  "I've  never  had 
the  time  to  learn  to  decorate  my 
home,  and  it's  just  barren." 

Gilcrease  will  sell  $230  worth  of 
merchandise  at  this  show,  about  par 


for  Home  Interiors  displayers,  who 
average  $3,500  in  commissions  a  year. 
To  motivate  displayers,  Home  Interi- 
ors lets  them  build  up  sales  points 
toward  diamonds,  minks  and  vaca- 
tion trips.  But  the  real  motivation 
isn't  so  much  to  move  product  as  it  is 
to  recruit  new  displayers,  thereby  be- 
coming managers  and  earning  a  per- 
centage of  recruits'  sales.  This  is  the 
principle  that  has  built  Mary  Kay  Cos- 
metics, as  well  as  Avon,  Amway  and 
Shaklee.  A  Crowley  displayer  lays  out 
$160  for  10  to  15  items  with  which  to 
construct  displays.  A  new  manager's 
2%  take  on  her  displayers'  gross 
might  come  to  $12,000  a  year.  Senior 
managers  with  several  hundred  dis- 
players in  their  territories  can  make 
over  $100,000.  Essentially,  Crowley 
has  found  a  vast  market  of  women 
who  graduated  from  high  school  on  a 
Friday,  married  on  Saturday  and  spent 
the  next  several  years  raising  chil- 
dren— with  no  time  to  train  for  a  ca- 
reer. Crowley  gives  these  women  a 
chance  to  buy  and  sell  some  basic, 
powerful  concepts— faith,  home  and 
family — and  make  a  little  money  at  it. 

The  license  plate  on  Crowley's  yel- 
low Cadillac  reads  "Mary  3."  Asked 
what  that  signifies,  she  replies:  "It's  a 
reminder  of  my  priorities — God  first, 
family  second  and  work  third."  You 
don't  sell  like  Mary  Crowley  if  you 
don't  believe.  ■ 


Runs  in  the  family 


Donald  Carter,  son  of  Home  Interi- 
ors founder  Mary  Crowley,  has 
made  a  name  for  himself  as  the  finan- 
cial brains  behind  his  mother's  com- 
pany. But  Carter's  biggest  business  tri- 
umph may  well  be  as  principal  owner 
of  the  Dallas  Mavericks,  the  three-year- 
old  National  Basketball  Association 
franchise.  "The  Mavs  are  the  best-run 
team  in  the  league,"  says  NBA  execu- 
tive Brian  Mclntyre.  "They've  been  in 
the  black  since  day  one." 

That's  no  mean  feat  in  professional 
basketball,  where  16  of  23  franchises 
reportedly  are  losing  money  or  just 
breaking  even.  Even  though  the  NBA 
shares  $27.5  million  a  year  in  national 
broadcast  rights,  basketball's  long  seven-month  season 
makes  for  low  attendance  (and  thus  gate  receipts)  at 
games,  and  rising  free  agentry  has  pushed  the  average 
player's  salary  to  $246,000,  compared  with  $93,000  for 
pro  football. 

But  Carter,  who  paid  $9.5  million  for  79%  of  the 
Mavericks  in  1980,  has  kept  salaries  to  an  average 
$135,000  by  avoiding  expensive  free  agents  and  build- 
ing through  the  college  draft.  In  addition,  Carter  and 
General  Manager  Norm  Sonju  have  struck  a  lucrative 


Carter  at  a  Wait 
"They  respect 


deal  with  local  television.  Instead  of 
selling  telecast  rights  to  home  games, 
as  most  franchises  do,  the  Mavericks 
buy  local  TV  time,  produce  their  own 
telecasts  and  keep  all  advertising  rev- 
enues. Sonju  has  also  aggressively  pro- 
moted home  games  to  plump  gate  re- 
ceipts. Result:  The  Mavs  made 
$100,000  in  the  1980-81  season, 
$500,000  in  1981-82  and  could  make 
over  $1  million  this  year,  even  though 
they  have  yet  to  post  a  winning  season. 
(They  are  currently  30-29.) 

In  building  the  Mavericks  from  with- 
in, Carter  admits  to  following  the  ex- 
ample of  the  Murchisons,  who  own  the 

  Dallas  Cowboys  football  franchise.  But 

Carter,  who  is  not  a  big  basketball  fan,  has  also  taken  a 
page  from  his  mother's  book.  For  one  thing,  he  paid 
cash  for  his  share  of  the  team:  "Sports,"  he  explains,  "is 
one  area  where  you  never  want  to  get  overextended." 
For  another,  he  infuses  the  Mavericks  with  a  strong 
religious  influence:  no  drinking  at  team  functions, 
weekly  prayer  meetings  attended  by  most  of  the  12 
players.  "I'm  not  saying  every  player  walks  and  talks 
my  morals,"  says  Carter,  "but  they  respect  my  morals, 
and  that's  all  I  have  the  right  to  ask  for." — A.B. 


ricks  game 
my  morals. 


FORBES,  MARCH  28,  1983 


89 


The  Up  &  Comers 


Having  just  cleaned  up  the  mess  caused  by 
previous  expansion  attempts,  Caressa  Inc. 
is  eager  to  expand  again-  Why? 


By  Paul  B.  Brown 


Tempting 
fate? 


Caressa  Cochairman  L.  Donald  Taicher 
Brazil  isn't  Hungary. 


Caressa  Inc.'s  annual  share- 
holder meeting  is  a  homey  af- 
fair. Bette  Taicher,  wife  of  the 
company's  founder  and  herself  a  for- 
mer vice  president,  picks  a  tiny  piece 
of  lint  off  the  suit  of  her  son  Don  just 
before  he  is  about  to  speak.  L.  Donald 
Taicher  is  46  years  old  and  Caressa's 
cochairman.  A  board  member  delivers 
a  tribute  to  Bette  and  Leonard 
Taicher,  the  company's  founder.  They 
retired  last  year.  No  shortage  of 
Taichers. 

No  sooner  is  the  tribute  finished 
than  a  shareholder  stands  up  to  say 
that  he  is  sure  Don  and  brother  Rob- 
ert, 38,  the  other  cochairman,  will  do 
a  "fantastic  job"  running  the  Miami- 
based  company,  which  makes  wom- 
en's shoes  costing  $54  and  up.  The 
two  brothers  have  been  in  charge 
since  September. 

As  if  to  return  the  compliment, 
Robert  announces  the  company  is 
splitting  the  stock  3-for-2  and  raising 
the  quarterly  dividend  a  nickel,  to  15 
cents  a  share.  The  only  excitement 
comes  when  a  shareholder — one  of  a 
half  dozen  who  showed  up — unex- 
pectedly stands  to  nominate  a  direc- 
tor not  put  forth  by  management. 

The  nomination  fails.  R.  Brian 
Fifer,  the  company's  executive  vice 
president-finance,  looks  relieved. 
With  that,  the  meeting  adjourns,  50 
minutes  after  it  began,  and  the  direc- 
tors and  shareholders  chat  happily 
over  Danish  and  coffee. 

They  have  a  lot  to  talk  about.  Com- 
pany revenues  ($56  million)  and  earn- 
ings ($4.7  million)  last  year  were  the 
best  they  had  ever  been.  Caressa's 
29.7%  return  on  equity  was  far  better 
than  the  shoe  industry's.  The  com- 
pany, with  $11  million  in  cash,  re- 
mains debt-free.  The  first  quarter  of 
fiscal  1983  also  showed  record  sales 
and  earnings  per  share. 

None  of  this  would  be  exceptional, 
however,  but  for  one  thing:  Caressa  is 
trying  to  expand  again.  You'd  think  it 
would  know  better. 

In  the  past,  expansion  meant  disas- 
ter. First,  there  was  the  acquisition  of 
Raybuck  in  the  mid-1970s.  "They 
made  the  same  kind  of  shoe  we  did," 
Don  Taicher  recalls.  "The  idea  was 
that  we  would  combine  forces,  and 
there  would  be  synergy."  It  didn't 
work  that  way.  In  Caressa's  case,  two 
plus  two  equaled  three,  and  losses  as- 
sociated with  the  acquisition  totaled 
$500,000  by  the  time  the  smoke 
cleared. 
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r  many  a  copier  tor  the  most  important 
1  person  in  my  life 


To  you,  I'm  Jack  Klugman  the  Actor. 

To  my  agent,  business  manager, 
and  accountant,  I'm  Jack  Klugman  the 
Corporation. 

They  have  copiers.  Why  shouldn't  I? 

Now  I  can.  A  Canon  Personal 
Cartridge  copier.  And  it's  so  small,  it's 
iperfect  for  people  in  almost  any  business. 
Even  if  their  business  is  at  home. 

It's  like  no  other  copier  ever.  Because 
Canon  put  the  entire  copying  process— 
the  toner,  the  drum  and  the  developer— in 
one  neat  cartridge.  Each  cartridge  is  good 
for  about  2,000  beautiful  copies.  On  just 


about  any  kind  of  paper.  Even  labels  and 
transparencies. 

And  once  the  cartridge  is  used  up, 
you  just  replace  it.  It's  so  simple  to  care 
for,  anyone  could  maintain  it. 

Here's  something  else  it  does.  It 
copies  in  black,  brown,  or  blue.  Just  by 
changing  a  cartridge.  Nobody  else's 
copier  does  that.  Not  even  the  big  ones. 
And  nobody  else's  plain  paper  copier 
costs  so  little. 

So  shouldn't  there  be  a  Canon 
Personal  Cartridge  copier  for  the  most 
important  person  in  your  life?  You. 


Canon  PC-10 

It's  the  shortest  distance  between 
you  and  a  quick  copy. 
Compact.  Convenient.  Personal. 
$995*  

Canon  PC-20 

Efficient  for  any  business. 
With  the  added  convenience 
of  automatic  paper  feeding  to 
make  8  copies  a  minute. 
$1,295* 


Canon  PC  Cartridges 

Available  with  black,  brown,  . 
or  blue  toner. 
$65  in  black 

$70  in  brown  or  blue     '  - 


*  suggested  retail  pr tee  exclusive  of  cartridge. 


Canon'  [pe-iKD/gm 

Personal  Cartridge  Copying, 
Plain  and  Simple.  " 


-  1983  C  Jnon  USA.  Inc 
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The  Up  &  Comers 


Later  came  the  decision  to  move 
production  to  Hungary  to  save  on  la- 
bor costs.  But  Hungary  had  no  leather, 
the  prime  component  of  all  Caressa 
shoes,  and  there  was  no  easy  way  of 
bringing  any  in.  The  result  was  a  35% 
drop  in  revenues,  and  earnings  went 
from  $510,000  in  1979  to  a  deficit  of 
$420,000  in  1980. 

The  most  recent  failure  came  three 
years  ago,  when  Caressa  bought  Don 
Sophisticates  Inc.,  a  maker  of  wom- 
en's clothes.  It  seemed  a  logical  exten- 
sion for  a  shoemaker.  It  wasn't.  In 
fiscal  1981  Caressa  wrote  off  its 
$239,000  investment  and  established 
a  $2  million  reserve  to  guarantee  re- 
payment of  DSI's  debt.  "We  were  mis- 
led," Don  Taicher  says  simply. 
Caressa  has  a  $4  million  lawsuit 
pending  against  Deloitte,  Haskins  & 
Sells,  DSI's  auditors.  Deloitte,  Has- 
kins &  Sell's  general  counsel, 
Allan  Kramer,  says  the  ac- 
counting firm  will  not  com- 
ment, since  the  matter  is  in 
litigation. 

Misled  or  not  in  the  DSI 
deal,  the  brothers  Taicher 
concede  that  the  company's 
new-venture  track  record  is 
terrible.  So  why  are  they  an- 
nouncing yet  another  expan- 
sion, this  time  into  less  ex- 
pensive ($38  to  $54)  shoes? 
Why  are  they  not  content  to 
stay  where  they  are  doing  so 
well,  a  major  factor  in  pricey 
women's  shoes  with  5%  of 
the  fragmented  market?  Wall 
Street  certainly  likes  the 
company  the  way  it  is. 
Caressa  shares  traded  as  low 
as  5Vk  last  year.  This  year, 
before  the  split,  they  sold  at 
better  than  $27.  Donald  and 
Robert  own  28%  of  the  3  mil- 
lion shares  outstanding  now. 
Why  do  they  need  a  new  ven- 
ture, which  may  fare  no  bet- 
ter than  Raybuck,  the  Hun- 
garian goulash  or  DSI? 

It's  an  old  story:  They  are 
afraid  that  to  stand  still  is  to 
die.  Trouble  is,  the  overall 
market  for  women's  shoes  is 
flat  as  a  fallen  arch.  More  im- 
portant, shoes  priced  higher 
than  $54  a  pair  make  up  only 
5%  of  the  total  market  in 
dollar  sales. 

The  Taichers  want  to 
crack  the  market  for  shoes 
costing  $38  to  $54,  which  are 
marketed  to  younger  career 
women.    That    market  is 


growing.  Sales  of  such  shoes  currently 
represent  26%  of  the  market. 

With  $11  million  in  cash  on  hand, 
there's  plenty  of  money  to  create  new 
shoes.  The  questions  are  what  kind  of 
shoes,  and  where  do  you  make  them. 
The  Taichers'  answer  involves  in- 
creasing capacity  again,  this  time  in 
Brazil. 

"I  don't  think  you  can  draw  paral- 
lels to  Hungary,"  Don  says.  "First, 
there  is  a  ready  supply  of  leather." 
And  the  type  of  leather  is  important. 
In  Spain,  where  Caressa  now  does  al- 
most all  its  manufacturing,  the  leath- 
er used  is  kidskin,  that  is,  skin  from 
goats.  In  Brazil,  Caressa  manufactur- 
ers will  be  using  cattle  skins,  which 
are  cheaper,  if  less  fine.  "There  will  be 
a  difference,  but  we  are  using  a  new 
tanning  process  and  we  don't  think  it 
will  be  noticeable,"  Don  says. 

Robert  is  quick  to  add  that  the  Bra- 
zilian venture  is  also  different  be- 
cause "this  is  an  area  where  we  are 


ochairman  Robert  Teacher 

We  are  smarter  than  people  give  us  credit/or." 


not  inexperienced.  We  have  made 
these  kinds  of  shoes  before."  The 
brothers  say,  too,  that  their  goal  is  not 
to  blow  Nine  West  and  Bandolino,  the 
market  leaders,  out  of  the  water.  "We 
figure  the  market  is  about  $1  billion. 
All  we  are  aiming  for  is  5%  of  that 
within  three  years.  Based  on  the  ini- 
tial orders  for  this  fall,  we  think  we 
can  do  it,"  Don  says.  "You  know, 
there  is  an  old  saying,  'Shoemaker, 
stick  to  your  last.'  Well,  that's  really 
all  we  are  doing  here.  This  is  not 
women's  clothing,  or  acquiring  a  new 
company.  This  is  an  extension  of 
what  we  know  how  to  do." 

But,  wait.  The  other  expansion 
moves — masterminded  by  company 
presidents  fired  long  ago — were  ini- 
tially viewed  that  way,  too.  The 
Taichers  reply  that  this  move  is  better 
thought-out.  First,  the  distribution 
chain  for  the  new  shoes  is  in  place. 
The  company  already  sells  to  depart- 
ment stores  such  as  Burdine's,  Bloom- 
ingdale's  and  Saks  Fifth  Ave- 
nue. In  these  stores  lies  the 
market  for  Caressa's  less  ex- 
pensive shoes,  too.  But  there 
may  be  a  problem  in  market- 
ing, says  an  outsider  who  fol- 
lows Caressa.  "If  Caressa  has 
an  Achilles'  heel,  it  is  mar- 
keting," he  says. 

Robert  Taicher  bristles  at 
the  remark,  but  he  does  not 
directly  disagree  with  it. 
"We  are  smarter  than  peo- 
ple give  us  credit  for.  We 
now  have  a  computer  oper- 
ation in  place  that  tells  us 
what  is  selling  and  what 
isn't,"  he  says. 

He  pauses,  and  his  brother 
jumps  in.  "I  don't  want  to  say 
that  before  [when  his  father 
ran  the  company]  the  atti- 
tude was  'Here's  our  shoe, 
it's  a  good  shoe,  take  it  or 
leave  it,'  but  ..."  and  his 
voice  trails  off.  "Bob  and  I  are 
taking  an  active  part  in  deal- 
ing with  our  customers,  the 
department  stores.  That's 
something  new  for  the  com- 
pany. We  will  be  doing  a  lot 
of  consumer  advertising,  and 
that's  new,  too."  Robert 
again:  "Plus,  if  you  have  the 
right  design  product  at  a  good 
price,  women  will  create  the 
necessary  demand." 

So  the  younger  Taicher 
brothers  are  trying  to  do 
what  their  father  and  his  im- 
mediate successors  never 
could  do:  expand  successful- 
ly. The  next  move  is  up  to 
the  customers.  ■ 
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Two  cubes,  composed  of  many  smaller  cubes, 
symbolize  Allegheny  Internationals  structure  and 
stability.  Consumer  products  companies. 


in  blue,  and  industrial  specialties  companies, 

in  silver,  are  joined  in  the  Corporation  and  draw  upon 

its  financial  and  managerial  resources. 


The  structure  is  now  in  place. 
Allegheny  International  has  grown 
rapidly  from  a  medium-size  domes- 
tic metals  company  into  a  world- 
wide consumer  and  industrial 
products  corporation.  Today,  we 
do  business  in  35  countries,  with 
over  50,000  employees  and  sabs 
of  close  to  $3  billion. 

This  remarkable  growth  was 
based  on  a  strategic  plan-.  To 
achieve  balance  and  stability 
through  diversification  and 


emphasis  on  businesses  which 
are  contra-cyclical  within  the 
Corporation;  To  expand  our  in- 
volvement worldwide  in  growth 
markets  for  utilitarian,  work-saving 
consumer  products  and  high- 
technology  industrial  specialties; 
To  maintain  equity  positions  in 
companies  which  have  significant 
growth  and  earnings  potential 
and  divest  those  whicn  do  not. 

Our  consumer  products  com- 
panies and  our  industrial  special- 
ties companies  both  complement 


and  strengthen  each  other.  And 
all  our  companies  benefit  from 
Allegheny  International's  financial 
resources,  and  managerial  and 
technical  skills. 

At  Allegheny  International, 
we  have  special  skills  to  meet 
special  needs  everywhere  on  the 
globe.  Our  structure  and  our  strat- 
egy have  positioned  us  to  meet 
those  needs  as  they  grow  in  the 
decades  ahead.  As  tney  grow, 
so  will  we. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


SPECIAL  SKILLS  IN 
WORK-SAVING 
CONSUMER  PRODUCTS 

Around  the  world,  Allegheny 
International  companies  market 
work-saving  appliances  and 
products  for  the  home,  kitchen, 
lawn  and  garden,  as  well  as 
products  for  personal  grooming, 
sports  and  fitness.  Brands  such 
as  Sunbeam,  Oster,  Wilkinson 
Sword,  Northern  Electric  and 
True  Temper  are  famous  for 
quality. 


number  of  working  women  and 
single-person  households- 
accelerate  the  need  and  demand 
for  new,  electric-powered  work- 
saving  kitchen  devices. 

State-of-the-art  kitchen  help, 
from  Sunbeam,  Oster 
and  Wilkinson  Sword. 
Allegheny  International 
is  the  world  s  larg- 
est small  appli- 
ance company. 


Their  products  range  from  state- 
of-the-art  food  preparation  appli- 
ances, such  as  rood  processors, 
to  electric  blankets,  camping 
equipment  and  golf  club  shafts. 

In  Europe,  the  brands  Rima  and 
Rowenta  hold  major  shares  of  the 
markets  for  products  ranging  from 
mixers,  electric  frypans  and  coffee 
makers  to  hair  dryers  and  irons. 

A  tremendous  market  for  all  of 
these  brands  promises  to  grow 
even  larger  as  socio-economic 
trends— such  as  the  increasing 


SPECIAL  SKILLS  IN 
HIGH  TECHNOLOGY 

Allegheny  International  com- 
panies are  meeting  the  needs 
of  such  advanced-technology 
industries  as  electronics,  robotics, 
and  aerospace  and  defense. 
For  example,  our  system  and 

This  model  of  a  microprocessor  chip  is 
enlarged  300  times  (below  right).  An 
Allegheny  International  system  helps 
place  over  a  million  electronic  com- 
ponents on  a  single  chip,  shown 
actual  size  (below  left). 


equipment  help  make  more  elec- 
tronic microprocessor  chips  than 
any  other  system  in  the  world. 

Our  robots  are  already  per- 
forming a  multitude  of  industrial 
tasks.  For  instance,  our  computer- 
controlled  5-Axis  welding  robot 
is  helping  to  produce  the  U.S. 
Army's  new  XM-1  tank. 

For  aerospace  and  defense, 
Allegheny  International  compa- 
nies supply  specialty  metals  and 
electronics  for  jet  engines,  rocket 
engines,  missiles  ana  spacecraft. 

Allegheny  International  is  also 
a  major  supplier  of  titanium  and 
specialty  alloys  for  the  Boeing 
767  ana  757,  the  world's  most 
advanced  commercial  airliners. 

Our  sophisticated  fire 
detection  and  suppression  sys- 
tems are  used  around  the 
globe  to  protect  ships, 
planes,  oil  rigs,  power 
stations,  computer  cen- 
ters, pipelines  and 
hospitals. 

For  more  informa- 
tion, write  us,  at  Box 
456  B,  Two  Oliver 
Plaza,  Pittsburgh, 
PA  15230, 
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CADILLAC  LUXURY-  $59.95 
AND  FREE  GIFTS,  TOO! 


Why  drive  an  ordinary  car 
when  you  can  drive  an 
extraordinary  car?  National 
Car  Rental  offers  Cadillacs 
and  other  luxury  cars  - 


$39.9 


PER 

DAY 


UNLIMITED  FREE  MILEAGE.  ™= 


at  the  extraordinary  price  of 
just  $39.95  a  day  at  partici- 
pating locations.  Offer  not 
available  in  Florida  or  in 
Manhattan.  Rates  nondis- 
countable  and  subject  to 
change  without  notice. 

And  you  can  enjoy  that 
luxury  to  the  fullest  be- 
cause, at  National,  there's 
no  charge  for  mileage.  You 
pay  for  gas  and  return  car  to 
renting  location. 


Plus  you  get  free  gifts. 

When  you  rent  any  com- 
pact or  larger  size  car  at 
National's  usual  low  prices, 
including  commercial  rates 
-  now  through 
June  30  - 
you'll  also 
receive  a  free 
gift.  Like  our 
popular 
TimeBall™ 
digital  travel/ 
desk  alarm 
clock.  Or  a 
certificate  good  toward 
more  "Space-Age  Electron- 
ics" gifts.  This  gift  offer 
good  at  participating  loca- 
tions in  the  U.S.  Not  avail- 
able on  tour  package,  spe- 
cial promotional  and  some 
weekend  rates.  Specific 
premiums  are  subject  to 
availability.  See  details  in 
free  JS&A  catalog  at  partici- 
pating locations. 


We  feature  GM  cars 
like  this  Cadillac 
Sedan  DeVille. 


for 

Cadillac  luxury 
and  free  gifts. 

Quantities  of  Cadillacs 
are  limited  and  the  demand 
will  be  high.  So  be  sure  to 
make  your  reservation  at 
least  24  hours  in  advance. 


You  deserve  Notional  attention. 


Just  call  our  toll-free 
National  number  -  800- 
CAR-RENTSM  -  or  your 
travel  consultant.  And  get 
what  you  deserve  -  unusual 
luxury,  our  usual  low  rates, 
free  gifts.  And  National 
attention. 


National  Car  Rental 


©1983,  National  Car  Rental  System,  Inc.  In  Canada,  it's  Tilden.  In  Europe.  Africa  and  the  Middle  East,  it's  Europcar. 


The  Up  &  Comers 


Proving  once  again  that  you  dont  need 
electronic  geniuses  to  make  a  high-tech- 
nology outfit  fly  high.  Look  at  Matrix. 


Success  from 
the  start 


By  Stanley  W.  Angrist 


It  was  1973.  Saul  Fermaglich,  then 
33,  and  Ivan  Volent,  26,  were  work- 
ing as  salesmen  for  Searle  Radio- 
graphics, a  producer  of  high-technolo- 
gy cameras  for  nuclear  medicine. 

Fermaglich  and  Volent  got  to  talk- 
ing and  decided  they  could  make  a 


much-needed  film  recorder  as  an  ac- 
cessory to  Searle's  cameras.  Shortly 
afterward,  they  quit  Searle  (now 
owned  by  Siemens)  to  form  the  com- 
pany that  has  become  Matrix  Corp.  of 
Northvale,  N.J.,  maker  of  electronic 
film  recorders  used  in  75%  of  all  com- 
puter tomography  (CT  or  CAT)  scan- 
ners produced  today.  Sales  rose  from 


zilch  in  1973  to  $5.7  million  in  1978 
and  $40.4  million  in  fiscal  1982.  Ma- 
trix is  shooting  for  $200  million  in 
sales  by  fiscal  1987.  Matrix  was  profit- 
able almost  from  the  beginning.  Re- 
turn on  equity  in  the  past  few  years 
has  ranged  between  19%  and  28%, 
high  by  any  standard  and  among  the 
highest  in  manufacturing. 

Which  all  proves  once  again  that 
you  don't  need  to  be  an  electronic 
genius  to  succeed  in  high  technology. 
Neither  Volent  nor  Fermaglich  was 
expert  in  electronics,  although  they 
both  have  scientific  backgrounds,  Vo- 
lent in  chemistry  and  Fermaglich  in 
physics.  They  did  know  their  market 
and  they  were  aware  in  1974  that  it 
was  about  to  explode.  CT  scanning 
was  coming  into  its  own  as  a  clinical 
complement  to  the  X  ray. 

But  Fermaglich  and  Volent  ven- 
tured first  into  the  medical  film  re- 
corder market  with  a  device  that  cre- 
ated images  from  the  radiation  emit- 
ted by  drugs  called  radiopharmaceuti- 
cals, which  are  readily  absorbed  by 
the  organs  of  a  patient  under  study. 
The  partners,  who  had  organized  a 
Subchapter  S  corporation,  started  de- 


Jeny  Bishop  and  Iran  Volent  of  Matrix  Corp. 

They  merged  with  a  loser,  and  everybody  came  out  a  winner. 
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Some  of 
our  biggest  ideas 


arerit very  big. 


D  at  am  aster 

Small  Systems  from  IBM. 

In  business,  it's  often  the  little 
things  that  count.  And  you  can 
count  on  IBM  for  a  lot  of  them. 

That  is,  we  make  a  wide  range 
of  low-cost,  easy-to-use  small 
computers  to  help  businesses  of  all 
types  and  sizes  solve  big  problems. 

Like  inventory  control,  for 
instance.  IBM  small  systems  can 
tell  you  what  s  what  with  your  wid- 
gets: How  many  you  have  on  hand. 
How  many  you  need  to  fill  existing 
orders.  Where  to  ship  and  when. 

If  you  want  to  improve  customer 


service,  we're  at  your  service. 
With  small  systems  that  help  your 
sales  force  match  orders  to  inven- 
tory, figure  a  price  and  guarantee 
a  delivery  date.  (All  of  which 
helps  guarantee  a  sale.) 

IBM  small  systems  can  help 
your  marketing  manager  make  price 
changes  quickly.  And  your  billing 
department  improve  cash  flow  by 
invoicing  customers  more  efficiently. 

When  you  write  your  customers, 
you  can  get  letters  and  reports  out 
faster. 

But  that's  just 
the  beginning. 
IBM  has  office 


Personal 
"omputer 


administrative  systems  that  take 
the  work  out  of  paperwork.  As  well 
as  distributed  systems  that  sim- 
plify and  speed  up  the  process  of 
sending  information  back  and 
forth  between  several  locations. 

The  point  is,  whatever  your 
problem — sales  forecasting  and 
analysis,  billing,  payroll,  job  esti- 
mating, order  processing, 


production  control,  and  even 
energy  management — its  no  prob- 
lem for  IBM. 

We  have  the 
right  small  sys- 
tem for  the  right 
job.  And  an 
IBM  pro- 
fessional to 
recommend  the 
one  best  for  you, 

What's  more, 
our  small  systems 
are  designed  to  be  Dispiaywriter 


easy  to  learn  and  use.  So  you  can 
put  them  to  work  quickly. 

As  your  business  grows,  so  can 
your  IBM  system  with  more  stor- 
age capacity,  work  stations, 
printers  and  communication  lines. 

IBM  Small  Systems  come 
with  a  special  feature.  IBM. 

IBM  small  systems  come  with  a 
lot  of  excellent  features.  But  the 
best  feature  of  all  is  that  they  come 
from  IBM.  Which  means  you  can 
get  IBM  education,  service  and 
support. 

For  further  information  on 
IBM  small  com- 
puters for  your  busi- 
ness, call  your 
local  representa- 
tive or  IBM's  toll- 
free  number  below. 
We'll  snow  you 
that  an  idea  doesn't 
have  to  be  big  to    ==.=  = 
be  great. 


Call  IBM  Direct  1  800  631 -5582  Ext.  7.  In  I  lawaii/Alaska  1  800  526-2484  Ext.  7. 

(Or  write  IBM,  DRM,  Dept.  NQ-007,  400  Parson's  Pond  Drive,  Franklin  I  nk.  -.  N.J.  (17417.) 


The  Up  &  Comers 

signing  their  recorder  in  Fcrmaglich's 
mother's  apartment  in  New  York.  She 
threw  them  out  when  they  started  a 
fire  while  curing  paint  on  a  circuit 
board.  They  moved  to  a  storefront  and 
hired  a  few  employees  for  detailed 
electronic  designing.  The  recorder 
was  a  success,  and  Matrix  quickly 
moved  into  the  manufacture  of  simi- 
lar products  for  CT  scanning  and  ul- 
trasonic scanning  as  well. 

By  late  1977  Matrix  was  selling  $4 
million  worth  of  cameras  a  year,  and 
the  Subchapter  S  corporation's  profit 
margin  was  up  to  30%.  Meaning  that 
the  two  owners'  profit  was  being 
taxed  at  personal  income  rates  that,  at 
the  time,  ran  as  high  as  70%.  The 
need  for  expansion  capital  and  cash  to 
pay  tax  bills  attracted  notice,  not  all 
of  it  favorable,  from  Matrix'  late-paid 
suppliers.  But  a  credit  manager  for  one 
of  the  suppliers  introduced  Volent 
and  Fermagiich  to  Jerry  Bishop,  a  busi- 
ness consultant.  Bishop  had  as  a  client 
a  small  American  Stock  Exchange- 
listed  company,  CMT  Industries, 
which  was  about  to  be  delisted  be- 
cause of  its  poor  financial  perfor- 
mance. CMT  hardly  seemed  the 
merger  catch  of  the  year  for  up-and- 
coming  Matrix.  But  Peter  Harvey, 
chairman  of  CMT,  and  a  few  of  his 
friends  were  willing  to  guarantee  re- 
payment of  the  debt  of  a  merged  firm, 
and  on  that  basis  Continental  Illinois 
bank  was  willing  to  lend  money. 

Bishop  took  an  active  part  in  the 
management  of  Matrix  Corp.,  the  sur- 
viving company.  He  became  president 
and  Harvey,  chairman.  Volent  and  Fer- 
magiich, for  their  part,  got  an  immedi- 
ate $1.5  million  in  cash  and  $3.5  mil- 
lion to  be  paid  from  earnings  over  six 
years,  in  addition  to  20%  of  Matrix' 
stock.  "It  was  a  deal  in  which,  I  think, 
everybody  benefited,"  Bishop  says. 

In  April  1978,  the  merger  complet- 
ed, the  new  Matrix  still  showed  a  tan- 
gible net  worth  of  minus  $2.5  million, 
about  $6.3  million  in  debt,  and  practi- 
cally no  cash.  Earnings  since  then 
have  created  net  worth  of  $25.3  mil- 
lion. Long-term  debt  runs  less  than  $1 
million,  and  the  ratio  of  all  liabilities 
to  equity  is  0.32.  "We  will  not  build 
the  company  at  the  expense  of  the 
balance  sheet,"  Bishop  says.  "We  will 
borrow  when  needed,  but  we  can  now 
borrow  at  IVi  points  under  prime.  Be- 
fore, we  were  paying  5  points  over 
prime." 

Shareholders  have  prospered,  too. 
One  hundred  Matrix  snares  bought  at 
$9  in  April  1978  now  amount  to  312.5 

shares  worth  about  $40  each. 


To  keep  its  edge  in  advanced  medi- 
cal imaging  has  cost  Matrix  a  paltry 
amount  in  research  and  development, 
only  3.8%  of  sales  over  the  past  four 
years.  "We  get  help  with  R&D  from 
our  suppliers,  customers  and  film 
companies,"  Volent  says.  "This  help 
has  allowed  us  to  introduce  a  whole 
stream  of  new  products.  In  addition, 
we  have  strenuously  avoided  the  not- 
invented-here  syndrome  prevalent  in 
so  many  high-tech  companies." 

Matrix  has  preferred  to  buy  devel- 
oping technology  in  some  cases.  Last 
year,  for  example,  Matrix  acquired 
VAS  Corp.,  which  has  developed 
high-performance  videodisk  recorders 
to  store  data  for  imagemaking.  VAS' 
most  advanced  instrument,  the  Digi- 
tal Data  Q,  can  capture  and  store  data 
sufficient  to  create  a  coronary  angio- 
gram. This  allows  a  physician  to  de- 
termine the  degree  of  blockage  in  a 
coronary  artery  through  fluoroscopic 
imaging  that  reduces  the  amount  of 
radiation  exposure. 

Also  last  year  Matrix  acquired  a 
32%  interest  in  Imapro,  Inc.,  a  Cana- 


dian company,  for  only  $1.55  million. 
Imapro's  Quality  Color  Recorder  pro- 
duces images  of  exceedingly  high  res- 
olution, up  to  16  million  pixels,  or 
picture  elements,  on  film.  By  con- 
trast, typical  color  graphic  display 
screens  contain  only  250,000  or  so 
pixels. 

Matrix'  success  has  had  profound 
effects  on  all  concerned,  but  nobody 
else  has  been  affected  as  much  as  Saul 
Fermagiich.  By  January  1982,  a 
wealthy  man,  Fermagiich  decided  it 
was  time  to  leave  and  manage  his 
own,  not  inconsiderable,  invest- 
ments, although  he  consults  with  Ma- 
trix on  some  projects. 

Despite  Fcrmaglich's  dropping  out, 
Bishop  sees  nothing  but  clear  sailing 
in  Matrix'  future.  "We  have  had  no 
trouble  competing  with  the  larger 
companies,"  he  says,  "and  we  have 
been  able  to  attract  a  cadre  of  talented 
and  skilled  people  to  the  firm  by  mak- 
ing Matrix  an  attractive  place  to 
work.  We  like  to  think  we  have  cre- 
ated a  little  bit  of  Silicon  Valley  in 
suburban  New  York." 


When  the  man 

Sikes  Corp.  had  its  bankers  ner- 
vous ten  years  ago.  Jimmy 
Sikes,  chief  executive  officer, 
had  plunged  the  Lakeland,  Fla.  ceram- 
ic-tile maker  into  carpet  manufac- 
ture. That  was  a  disaster.  Sikes 
dropped  $11  million  during  a  period 
when  sales  ran  at  only  $45  million. 
Sikes'  bankers  agreed  to  stand  by,  and 
they  weren't  unhappy  that  the  com- 
pany bought  key-man  insurance  on 
Jimmy  Sikes'  life.  He  was,  after  all, 
the  company. 

The  multimillion-dollar  policy  cost 
a  yearly  premium  of  $200,000 — tough 
on  the  company,  especially  in  years 
such  as  1976,  when  earnings  were 
only  $370,000.  As  earnings  improved, 
however,  paying  the  premium  be- 
came less  of  a  hardship.  "It  was  just 
another  of  the  costs  of  doing  busi- 
ness," says  Phil  Dunne,  chief  finan- 
cial officer  of  Sikes. 

Then,  on  a  Saturday  afternoon  last 
August,  sitting  by  his  pool,  Jimmy 
Sikes  had  chest  pains.  His  wife  and 
18-year-old  son  drove  him  to  an  emer- 
gency room  and  he  walked  in,  expect- 
ing to  undergo  a  few  tests.  Twenty- 
five  minutes  later,  at  the  age  of  52,  he 
was  dead  of  a  heart  attack. 

The  insurance  policy,  still  in  force, 
paid  $6.9  million  to  Sikes  Corp.  in 
September.  The  tax-free  payment 
will  add  $3.12  per  share  to  the  com- 
pany's estimated  45  cents  a  share 
earnings  on  operations  for  fiscal  1983, 
ended  Feb.  28. 


is  the  company 

It  also  gives  the  company  time  to 
breathe.  "Without  it,  our  bankers 
would  have  had  to  be  very  con- 
cerned," says  Dunne.  At  the  time,  the 
balance  sheet  was  loaded  with  $21 
million  of  high-interest  debt,  most  ac- 
quired in  1981  to  build  an  ultra-effi- 
cient new  plant  (see  Forbes,  July  5, 
1982)  Though  revenues  are  holding 
steady — they  were  an  estimated  $50 
million  in  fiscal  1983 — profits  have 
fallen  for  the  last  two  years  because  of 
the  slump  in  housing  construction. 
There  was  little  doubt  about  using  the 
insurance  money  right  away  to  reduce 
the  company's  swollen  debt  to  a  man- 
ageable 35%  of  total  capital. 

Of  course,  key-man  insurance 
wouldn't  do  for  every  company  what 
it  did  for  Sikes.  "It's  most  useful," 
says  Dunne,  "in  cases  like  ours — 
companies  that  are  highly  leveraged 
or  dominated  by  one  person."  With 
1982  profits  of  $169  million,  Gulf  & 
Western  would  have  hardly  noticed 
the  money  had  it  held  a  $6.9  million 
policy  on  Charles  Bluhdorn.  And  the 
bureaucracy  at  most  large  companies 
is  designed  to  keep  the  loss  of  an  indi- 
vidual from  threatening  the  whole. 

Even  at  Sikes,  other  circumstances 
eased  the  transition.  Since  the  Sikes 
family  owns  30%  of  the  common 
shares  and  most  of  the  voting  shares, 
there  was  no  takeover  threat.  Jimmy 
Sikes  had  moved  several  years  ago  to 
install  professional  managers,  after 
foreseeing  a  management  gap.  His  82- 
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The  Up  &  Comers 

Id  father  had  been  out  of  the 
business  for  years;  his  brother,  Leon 
Jr.,  preferred  to  run  a  distributorship 
of  the  company  and  his  own  children 
would  be  too  young  for  years.  As  a 
result,  Kelly  Norton,  who  became 
CEO  after  Sikes'  death,  had  actually 


run  day-to-day  operations  for  nearly 
four  years.  "There  was  never  any 
question  of  selling  out,"  Norton  says. 

In  the  near  future,  management 
will  have  its  hands  full  trying  to  re- 
store sales  growth  and  profits.  But  it's 
no  wonder  that  once  again  the  com- 
pany is  preparing  for  the  unthinkable. 
Dunne  expects  to  sign  papers  this 
month   for   two   key-man  policies, 


probably  with  a  total  face  value  of  $4 
million.  One  is  for  Kelly  Norton,  the 
other  for  Jimmy  Sikes'  brother,  Leon, 
who  is  now  chairman  of  the  board. 
"We  don't  have  somebody  who  could 
step  right  into  either  one  of  those 
jobs,  and  if — God  forbid — something 
should  happen,"  says  Dunne,  "then 
we'd  need  all  the  help  we  could 
get." — Laura  Saunders 


iddle  age  comes  early  for  the 
professional  athlete.  Once  the 
legs  or  arm  goes,  it's  time  to 
open  that  sporting  goods  store,  sell 
insurance  or  become  a  corporate  pitch- 
man. If  your  name  is  Mays  or  Mantle 
you  can  make  $100,000  a  year  shilling 
for  an  Atlantic  City  casino.  Others  take 
what  they  can  get. 

Jim  Bouton,  the  former  N.Y.  Yan- 
kee and  pitch-and-tell  author  of  Ball 
Four,  has  put  a  twist  on  that.  Instead 
of  fronting  for  businesses,  he  starts  his 
own.  His  latest  venture?  Selling  per- 
sonalized bubble-gum  cards. 

Don't  laugh.  Bouton  figures  he  can 
sell  as  many  as  50,000  sets  of  the  full- 


Of  baseball  and  bubble  gum 

color,  regulation-size  cards  at  $24.99 
for  a  50-card  set  that  comes  complete 
with  bubble  gum.  That  would  allow 
the  fivc-month-old  company  to  break 
even  by  May  and  would  produce  rev- 
enues of  $1  million  its  first  year. 

The  idea  dates  to  1963,  when  a  che- 
rubic Bouton  made  his  debut  on  the 
mound  in  Yankee  Stadium.  "My  kid 
brother  didn't  believe  I  had  made  it," 
recalls  Bouton,  now  43.  "It  wasn't  un- 
til he  saw  my  picture  on  a  bubble  gum 
card  that  he  knew  I  had.  What  the 
cards  do  is  show  that  a  person  has 
achieved  some  status." 

And  it  is  status  that  Bouton  hopes 
his  customers  will  see  in  using  their 


■ 


Former  New  York  Yankee  Jim  Bouton 

"I  ended  up  with  a  garage  full  of  Baseball  Brain  Calculators." 


likenesses  as  calling  cards,  birth  an- 
nouncements and  the  like.  It  doesn't 
bother  Bouton  that  Topps  Chewing 
Gum  Inc.,  which  put  him  and  other 
big  leaguers  on  cards,  tried  this  idea 
three  years  ago  with  a  supplier  who 
has  since  gone  bankrupt.  He  figures 
his  timing  is  right. 

Much  better,  anyway,  than  his  own 
timing.  After  all,  when  Bouton  hung 
up  his  spikes  in  1970,  after  eight  years 
of  pitching  in  the  majors,  he  had 
earned  a  total  of  just  $150,000.  Today 
a  pitcher  with  Bouton's  old  stuff — he 
was  a  20-game  winner  once  and  start- 
ed three  World  Series  games — could 
make  that  much  in  a  year.  Bouton  had 
the  same  luck  as  a  sportscaster  on 
local  TV  in  New  York  from  1970  to 
1975.  He  made  about  $50,000  a  year. 
Today  New  York's  top-rated  sports- 
caster  reportedly  makes  $450,000. 

Bouton  has  fared  a  little  better  in 
business.  True,  he  was  a  year  late 
with  a  parody  of  Rubik's  cube  and  no 
one  wanted  his  Baseball  Brain  Calcu- 
lator— a  slide  rule-like  device  that  let 
fans  second-guess  managers.  "I  ended 
up  with  a  garage  full  of  Baseball  Brain 
Calculators  and  not  enough  neighbors 
to  bail  me  out,"  laughs  Bouton.  But  he 
scored  a  hit  with  Big  League  Chew, 
shredded  bubble  gum  in  a  pouch.  Lit- 
tle Leaguers  used  it  to  copy  their  big- 
league  counterparts  who  chomp  on 
tobacco.  Bouton  licensed  the  product 
to  a  subsidiary  of  Wm.  Wrigley  Jr.  Co., 
which  sold  $18  million  of  the  stuff  in 
its  first  year,  1981,  capturing  8%  of 
the  bubble-gum  market. 

Can  Big  League  Cards  hit  a  homer? 
Although  Bouton's  first  ad  in  a  New 
Jersey  newspaper  didn't  draw  enough 
orders  to  pay  for  itself,  Bouton  is  liv- 
ing up  to  his  old  nickname  of  "the 
bulldog."  He  has  invested  $50,000  of 
his  own  money  in  the  venture  and  has 
persuaded  a  bank  to  lend  him 
$150,000  to  take  the  product  national. 

Of  his  transition  to  business,  Bou- 
ton says  it  is  not  much  different  from 
his  old  job.  "It's  like  a  new  sport  with 
its  own  wins  and  losses."  Now  it's 
just  a  matter  of  time  before  he  finds 
out  if  Big  League  Cards  ends  up  in  the 
win  column. — John  A.  Byrne 
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Our  approach  to  the 
complex  exposures  of  coal  mining 
shows  how  we  measure  up 
in  all  the  industries 
we  insure. 


At  the  Chubb  Group  of  Insurance  Companies 
we  know  that  coal  mining  can't  be  treated  as  just 
another  business.  We've  spent  over  half  a  century 
tailoring  insurance  coverages  for  the  specialized 
exposures  and  situations  found  in  the  coal  industry. 

Every  year,  our  teams  of  underwriters,  loss 
control  specialists,  boiler  and  machinery  inspectors 
and  auditors  spend  thousands  of  hours  in  the  field, 
staying  on  top  of  the  rapid  evolution  of  the  coal 
industry  and  making  recommendations  to  help 
keep  our  insureds  operating  smoothly. 

Our  insurance  program  helps  eliminate 
coverage  gaps  and  overlaps  and  reflects  our 
knowledge  of  coal  mining.  For  instance,  because 
tonnage  is  the  normal  accounting  base  used  in 


coal,  we  base  our  premiums  on  tonnage  rather 
than  payroll.  Our  claims  staff  also  has  a  first-hand 

knowledge  of  coal 
equipment  and  tech- 
nology so  we  can  be 
responsive  at  the  time  of  a  claim. 
Our  approach  to  insurance  for  the 
coal  mining  industry  is  indicative  of  our  approach 
to  all  business  insurance.  As  a  major  property  and 
casualty  insurer  for  everything  from  electronics 
manufacturing  companies  to  financial  institutions 
to  contractors,  we  make  it  our  business  to  know 
the  businesses  we're  insuring. 

By  thoroughly  understanding  the  specific  and 
unique  character  of  an  industry,  we  gain  the  know- 
how  to  offer  realistic  and  responsive  insurance 
programs. 

This  is  how  we  think  at  Chuhb. 


CHUBB 
Group  of  Insurance  Companies 

100  William  Street,  New  York,  N.  Y.  10038 


Chubb  is  proud  to  play  a  part  in  bringing  you  Frontline  with  Jessica  Savitch.  Watch  for  it  on  your  local  PBS  station. 


Wile  dial: A  few  years  back,  faced  with  explosive 
{urban  growth  and  an  inadequate  telephone 
system,  the  Egyptian  government  engaged 
Continental  Telecom  Inc.  to  redesign  its  communi- 
cations system.  A  massive  research  and  planning 
program  to  achieve  this 


metamorphosis  was 
[initiated  and  carried  out  by  Contel  Page,  Contel's 
engineering  and  construction  subsidiary.  Today, 
one  of  the  world's  most  up-to-the-minute  com- 
munications systems  is  becoming  a  reality  in  one 
bf  the  world's  most  ancient  hubs.  From  telephony 
to  satellites.  Architects  of  telecommunication. 

WRITE  TO  CONTINENTAL  TELECOM  INC..  DEPT  204,  245  PERIMETER  CENTER  PARKWAY,  ATLANTA  GA  30346  mm.  —    i  mm  — t 


Taxing  Matters 


Why  the  IRS  is  cracking  down  on  one  of  the 
small  businessman  s  favorite  tax  havens. 


The  cash  ploy 


By  John  A.  Byrne 


Heaven,  to  some  businessmen, 
is  having  their  own  little  pri- 
vately held  service  company. 
No  stockholders  to  worry  about.  And 
better  yet,  no  accrual  accounting  on 
their  tax  forms. 

Just  think  how  nice  it  would  be  to 
have  a  little  company  that  can  use  the 
cash  method  of  accounting,  just  like 
an  individual  taxpayer.  Instead  of  hav- 
ing to  book  a  profit  when  you  get  the 
order,  as  in  accrual  accounting, 
you  can  book  it  when  you  get 
the  check.  And  instead  of 
having  to  book  the  ex- 
pense when  you  get  the 
bill,  you  can  delay  book- 
ing it  until  you  actually 
pay  it.  In  other  words, 
you  get  a  good  month  ex- 
tra to  play  with.  If  that 
month  is  December,  you 
can  defer  a  fair  portion  of 
your  company's  income 
to  the  next  year — an  op-  liga- 
tion that 


cash  accounting  to  the  IRS. 

But  all  that  may  be  changing.  Re- 
cently the  IRS,  in  what  accountants 
see  as  a  major  change  in  philosophy, 
has  been  making  it  far  more  difficult 
for  companies  to  get  permission  to 
switch  to  cash  accounting. 

"When  the  economy  started  to  turn 
sour,  the  IRS  noticed  a  lot  of  compa- 
nies requesting  to  go  to  cash,"  says 
George  Bauernfeind,  manager  of  Lav- 
enthol  &  Horwath's  national  tax  de- 
partment in  Washington. 
That's  putting  it  mildly.  In 
fiscal  1982  the  IRS  got 
nearly  10,000  requests 


can  come  in 
very  handy.  You  can  sometimes  even 
prepay  expenses  to  further  reduce  tax- 
able income. 

The  Internal  Revenue  Service 
doesn't  permit  cash  accounting  for 
companies  with  substantial  inven- 
tories because  the  potential  manipu- 
lation of  taxable  income  is  too  signifi- 
cant. But  that  still  leaves  the  cash 
accounting  door  wide  open  for  service 
companies  like  lawyers,  doctors,  engi- 
neers, computer  software  houses  and 
accounting  firms  themselves.  An- 
other industry  that  can  use  cash  ac- 
counting on  its  tax  books  is  the  bank- 
ing industry,  which  routinely  reports 
profits  to  shareholders  in  financial 
statements  under  the  accrual  method 
while  showing  operating  losses  under 


for  a  change  of  accounting  method. 
"The  Service  began  tightening  up," 
Bauernfeind  goes  on,  "because  tbey 
were  seeing  a  loss  of  revenues." 

That  loss  of  revenues  could  have 
been  quite  significant.  Take  a  com- 
puter services  concern  that  wants  to 
change  to  the  cash  method.  Say  the 
firm  had  $500,000  in  revenues  and 
$200,000  in  receivables  for  the  1982 
year.  It  paid  out  $300,000  in  salaries 
and  expenses,  and  showed  $50,000  of 
accounts  payable. 

Under  the  accrual  method  of  ac- 
counting, the  company's  profit  is 
$350,000— the  $700,000  in  revenues 
and  receivables  minus  the  $350,000 
in  expenses  and  accounts  payable.  A 
switch  to  the  cash  method,  though, 


would  cut  profit  to  only  $200,000  for 
the  year.  The  tax  bill  would  fall  to 
under  $100,000  from  nearly  $175,000 
under  the  accrual  method.  Quite  a 
difference. 

So  in  recent  months  the  IRS  has 
rejected  requests  for  the  change  to 
cash  accounting  even  from  businesses 
without  inventories.  After  looking  at 
recent  opinions,  Alexander  Grant  & 
Co.  accountants  believe  the  IRS  now 
will  go  along  with  a  change  only  for 
service  businesses  with  few,  if  any, 
fixed  assets. 

There  still  can  be  ways  around  this, 
of  course.  The  IRS,  for  example,  re- 
cently ruled  that  a  moving  company 
could  not  switch  to  the  cash  method, 
apparently  because  the  trucks  owned 
by  the  business  were  substantial  as- 
sets. But  if  the  trucks  had  been  leased 
instead  of  owned  outright,  the  IRS 
might  have  been  hard  pressed  to  call 
them  assets. 

In  other  cases,  companies  are  still 
able  to  get  around  the  inventory  bar- 
rier by  creating  small  subsidiaries  to 
hold  all  the  inventory.  The  subsidiary 
can  then  be  on  the  accrual  method, 
allowing  the  parent  to  switch  to  cash. 

Most  accountants  agree  with  the 
IRS  that  the  cash  method  distorts  real 
income  by  making  it  easy  to  shift 
earnings  and  expenses  to  a  different 
tax  year.  That  is  why  it  is  not  an 
acceptable  method  of  accounting  for 
shareholder  financial  statements.  "If 
a  public  company  wants  a  clean  opin- 
ion from  an  accountant,  it  must  use 
the  accrual  method,"  says  Matthew 
C.  Kessler,  a  tax  partner  with  Alex- 
ander Grant. 

But  the  IRS  still  isn't 
proposing  to  abolish  cash 
accounting.  It  is  only 
making  it  harder  for  estab- 
lished companies  to 
switch  back  to  that  meth- 
od. Any  form  of  business 
from  sole  proprietorships 
to  corporations  still  can  elect  to  use 
the  cash  method  in  its  first  year  of 
business. 

"As  long  as  companies  can  elect 
whatever  method  they  want,  they 
should  be  able  to  change,"  says  Albert 
Ellentuck,  a  national  tax  partner  with 
Laventhol  &  Horwath.  "Otherwise,  it 
discriminates  against  those  companies 
which  lackedgood  accountingadvice. " 

The  point  is,  if  cash  accounting  dis- 
torts income,  the  IRS  should  simply 
do  away  with  it.  It  is  a  populist  fanta- 
sy to  imagine  that  new  business  ven- 
tures will  be  stifled  if  businessmen 
are  forced  to  hire  an  accountant  in 
their  first  year  of  business.  Anyone 
who  doesn't  probably  wouldn't  last 
long  anyway.  ■ 
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Pan  Am's  Clipper  Class  Seat  18'/2" 
TWA's  Ambassador  Class  Seat  20V&" 

ish  Airways  Super  Club  Seat  24"* 

THE 
WORLD'S 
WIDEST 
AIRLINE 
SEAT. 

Who  else  but 
British  Airways. 

Who  else  indeed!  After  all,  no 
other  airline  on  earth  offers  you  a 
business  class  in  a  class  with  British 
Airways'  Super  Club?  The  world's 
roomiest  business  class  seat,  always 
next  to  an  aisle  or  a  window,  and 
service  as  only  the  British  can  pro- 
vide it. 

Should  you  choose  to  step  up  a 
bit,  you'll  find  our  Crown  First  Class™ 
waiting,  with  a  sleeperseat  of  noble 
proportions.  It  seems  a  shame  to 
sleep  through  our  haute  cuisine  and 
fine  china  service,  but  it's  nice  to 
be  able  to. 

Finally,  there's  the  stratosphere 
of  luxury,  our  Concorde.  The  only 
supersonic  flights  to  Britain. 

And,  you'll  be  pleased  to  note 
that  your  flight  miles  between  the 
US  and  London  on  British  Airways 
will  count  as  credit  toward  the 
A  AdvantageSM  travel  award  plan. 
But  it's  no  more  than  you'd 
expect  from  the  airline  that  flies 
more  people  to  more  countries 
than  any  other  airline. 

British 
airways 


Inlish  Airways  Super  Club  has 
"ew  seats  22"  wide  because  of 
uclural  requirements,  however. 

Super  Club  Seats  are  wider 

in  our  competitors'. 


There 


keepin 
employe 

rising  ou 


The  state  o\ 

The  costs  of  hospitalization  and  other  medical  claims  are 
outpacing  inflation  by  as  much  as  50%. 

That's  a  problem  for  companies  who  want  to  maintain  an  adeqi 
benefits  program  for  their  employees. 

So  GAB  developed  a  remarkable  Employee  Benefits  Service 
(EBS)  to  hold  down  those  soaring  costs  for  companies  that  are  self- 
insured,  or  that  are  about  to  become  self-insured. 

For  starters,  an  Employee  Benefits  Account  Executive  will  mee 
with  you.  His  job  is  to  determine  what  you're  doing  now  and  what  you  \ 
to  accomplish  in  the  future.  Then  he'll  report  that  information  back  to  o 
employee  benefits  experts,  who  will  adapt  your  current  plan  to  a  self- 
insurance  program.  The  program  will  help  identify  expenses  that  can  t 
reduced  to  create  potential  savings,  by  preventing  duplication  through 
coordination  of  benefits  (COB)  and  by  making  sure  that  claims  are  bas 
on  reasonable  and  customary  (R&C)  costs. 

Our  nationwide  staff,  who  have  ten  years  of  experience— more 
years  than  anyone  else  in  the  field— will  run  your  claims  management 
program  smoothly.  And  they  can  serve  you  nationwide. 


fin  art  to 
the  cost  of  your 
benefits  from 
if  sight. 


the  art  is  GAB 

The  Service  also  uses  GAB's  on-line  computer  system,  a  system  that's 
1 1  ahead  of  its  time.  It  automatically  delivers  custom  and  standard  reports, 
i  '►plying  timely  information  to  help  you  monitor  costs. 

Costs  are  also  controlled  by  our  independent  examiners,  who 
14  le  claims  fairly  and  objectively. 

If  you're  about  to  make  the  transition  to  self-insurance, 
it'll  discover  still  another  advantage:  a  year-one  cash  flow 
movement.  Your  continuing  savings  will  come  from  the 
S;t  containment  opportunities  developed  by  the  system. 

Talented  people  joining  forces  with  advanced  computers 
'  )ring  you  streamlined  service— that's  our  definition  of  state  of 
art. 

To  learn  more,  write  Paul  Dougherty,  Senior  VR  Claims 
magement  Division,  GAB,  123  William  Street,  New  York, 
10038.  Or  call  him  direct  at  (212)  306-8390. 


The  state  of  the  art  of  claims  management 


Morton-Norwich  won  a  real  prize  in  Tbio- 
kol.  But  will  the  caged  bird  sing? 


The  Thiokol 
defections 


By  John  R.  Dorfman 


T|  here  were  some  raised  eye- 
brows last  month  when  Robert 
Davis  pulled  the  npcord  on  his  $4 
million  golden  parachute  and  dropped 
out  as  president  of  $1.6  billion  (esti- 
mated 1983  sales)  Morton  Thiokol, 
Inc.  For  11  years  Davis  had  headed 
Thiokol  Corp.,  a  fast-growing  rocket 
propulsion  and  specialty  chemicals 
firm  based  in  Pennsylvania  (1981 
sales,  $728  million).  Then  last  fall  Chi- 
cago's $1  billion  (sales)  salt  and  chemi- 
cals combine  Morton-Nor- 
wich Products,  Inc.,  playing 
white  knight,  snatched  it  up 
for  $540  million. 

Now  Davis,  described  by  as- 
sociates as  "electric"  and  "one 
of  the  sharpest  executives  in 
the  chemical  or  defense  indus- 
tries," was  leaving.  Walking 
out  with  Davis  were  top  Thio- 
kol people  like  Ed  Kearney, 
James  Stone,  Anthony  Savoca 
and  George  Donovan,  all  vet- 
erans of  Thiokol 's  booming 
defense  and  aerospace  busi- 
ness. In  all,  there  were  about 
nine  departures.  How  come  so 
many  of  Thiokol's  senior  peo- 
ple were  jumping  ship? 

No  one  questioned  why 
Morton  Chairman  Charles 
Locke  had  gone  after  Thiokol. 
With  close  to  40%  of  the  mar- 
ket for  solid  rocket  fuel,  Thio- 
kol looked  capable  of  growing 
20%  a  year  through  1987,  with 
an  assist  from  the  Space  Shut- 
tle program,  whose  boosters  it 
supplies. 

Locke,  meanwhile,  had  just 
sold  his  albatross  pharmaceu- 
ticals division  to  Procter  & 
Gamble  for  $371  million.  That 
division  never  was  big  enough 


to  compete  effectively  in  research 
against  the  big  drug  houses  (Forbes, 
July  5,  1982).  He  had  over  $20  a  share 
in  cash  at  a  time  when  Morton  shares 
were  trading  at  around  $30.  Had  Mor- 
ton been  any  more  of  a  sitting  duck,  it 
would  have  quacked.  So  Locke  spent 
his  cash  hoard  and  then  some  on 
Thiokol.  At  $540  million— about  14 
times  1981  earnings — it  wasn't  cheap. 

It  wasn't  just  the  rockets'  red  glare 
that  captivated  him,  Locke  says. 
What  he  wanted  just  as  much,  if  not 
more,  was  Thiokol's  specialty  chemi- 


Space  Shuttle  takes  to  the  air 
Boosters  by  Morton  Thiokol. 


cals  business — such  items  as  photo- 
resists used  in  making  printed  circuit 
boards  and  semiconductors,  heat  sta- 
bilizers for  polyvinyl  chloride  produc- 
tion and  newsprint  bleaching  agents. 
Morton  had  its  own  specialty  chemi- 
cals line  (about  20%  of  sales),  includ- 
ing epoxy  molding  compounds  used 
to  enclose  and  protect  integrated  cir- 
cuits, packaging  adhesives  and  gaso- 
line coloring  agents.  The  two  oper- 
ations fit  well. 

In  the  merged  company,  specialty 
chemicals  account  for  about  33%  of 
sales.  Aerospace  and  defense  products 
account  for  29%,  Morton  Salt  for  22% 
and  Texize  household  products  like 
Spray  'n  Wash  and  Fantastik  for  16%. 
Now  Locke  could  scoop  the  steady 
cash  flow  from  salt  into  faster-grow- 
ing chemical  and  rocket  fuel  lines. 

It  made  good  sense,  and  Wall  Street 
registered  its  enthusiasm.  In  less  than 
a  year  Morton  shares  have  more  than 
doubled,  from  28  to  around  62. 

So  why  was  Bob  Davis  leaving? 
"He's  a  top-notch  executive,"  says 
Locke.  "But  it  stuck  in  his  craw  not  to 
be  CEO."  Sources  who  know  Davis 
say  that  he  hoped  for  an  "equal  part- 
nership" but  didn't  get  it. 

Why  did  the  other  top  Thiokol 
people  leave  also?  Most  had  para- 
chutes (though  less  golden  than  Da- 
some  were  near  retirement  age 
and  some  simply  didn't  want 
to  move  to  Chicago.  But  insid- 
ers also  say  that  several  Thio- 
kol veterans  felt  uncomfort- 
able working  for  Morton. 
These  departures  don't  bode 
well  in  a  business  (defense 
contracting)  where  personal 
contacts  count  and  where 
Morton  has  no  experience. 

Morton's  track  record  prior 
to  the  merger  is  unspectacular. 
In  the  past  three  years,  operat- 
ing profits  from  Morton's  con- 
tinuing operations  have  grown 
only  5.7%  a  year. 

Locke,  a  Mississippian  who 
came  to  Morton  from  The  Al- 
len Group  in  1975  and  took 
over  as  CEO  in  1980,  deserves 
credit  for  three  bold  strokes: 
selling  off  pharmaceuticals, 
buying  back  the  20%  of  Mor- 
ton held  by  Rhone-Poulenc  as  a 
result  of  a  soured  cooperative 
research  effort  and  snaring 
Thiokol.  Locke  says  he  plans 
no  significant  acquisitions  or 
divestitures  for  the  foreseeable 
future. 

Just  as  well.  Having  won 
Thiokol,  Charlie  Locke  now 
faces  the  tougher  challenge: 
proving  that  he  can  run  it.  ■ 
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4000  Sports  Sedan  or  Diesel 


C  i;is  model  shown  here. 


Audi:  more  high-performance  German 
luxury  cars  than  anyone.  Surprised? 


/flfffSh  To  those  discerning  car  buy- 
^KKr  ers,  the  most  sophisticated  high- 
performance  luxury  cars  continue  to  come 
from  Germany.  The  most  complete  line  of 
which  comes  from  Audi,  for  1983. 

Our  Quattro  Turbo's  powerhouse  tan- 
dem of  all-wheel  drive  and  turbocharged 
engine  has  led  to  eight  straight  SCCA 
victories  in  America. 

The  5000  Turbo  Gas  and  Turbo  Diesel 


are  two  full-sized  luxury  German  cruisers 
with  turbo  exhilaration. 

Equally  exciting  is  our  GT  Coupe.  The 
world's  only  front-wheel  drive,  five-cylin- 
der Grand  Touring  Coupe. 

Some  of  the  most  enjoyable  perform- 
ance driving  comes  from  our  4000  Sports 
Sedan.  Extremely  agile  with  Audi's  re- 
fined front-wheel  drive. 

No  matter  which  Audi  you  buy,  you  get 


a  high  level  of  luxury,  from  air  condition- 
ing to  power  windows  to  optional  leather 

seats. 

In  a  luxury  Audi,  performance  means 
something  today.  Because  it  always  has. 

For  your  nearest  Porsche  Audi  dealer  or 
details  on  the  Audi  Delivery  in  Europe 
Program,  call  toll-free  (800)  447-4700.  In 

Illinois,  (800)  322-4400.        ©  1983  Porsche  Audi 

PORSCHE  -AUDI 


Audi:  the  art  of  engineering* 


^      ^       ^       1  > 


i5  i  ^  ^  i  >  s 


In  today's  highly  volatile  foreign  exchange 
market,  there's  one  bank  that  can  make  your 
business  a  little  simpler. 

Barclays  Bank. 

Barclays  is  the  biggest  foreign  exchange 
dealer  in  the  world's  biggest  foreign  exchange 
center- London. 

So  whatever's  going  on  in  the  world, 
Barclays  is  in  the  right  place,  at  the  right  time, 
to  give  you  the  right  quote. 


MORE  MONEY  FOR  YOUR  MONEY. 

The  sheer  size  and  scale  of  Barclay  s'foreil 
exchange  dealings  guarantees  you  extremely  [ 
competitive  exchange  rates. 

And  also  means  that  Barclays  can  offer  yc| 
the  widest  range  of  currencies  you'll  find 
anywhere. 

A  point  worth  bearing  in  mind  when  you  | 
need  Saudi  Arabian  riyals,or  Venezuelan 
bolivars,  or  whatever. 


BARCLA/S  BANK  INTERNATIONAL,  NEW  YORK,  15  OFFICES  IN  THE  USA  /  BARCLAYS  BANK  OF  CALIFORNIA.  SAN  FRANCISCO,  57  BRANCHES  /  BARCLAY 


24  HOURS  TO  THE  DAY. 
!  London  is  the  center  of  Barclays'  compre- 
ssive international  network  of  twenty 
eign  exchange  dealing  rooms,  strategically 
:ated  across  the  world's  key  business  centers. 

A  network  which  keeps  a  close  eye  on 
irything  that's  happening  in  the  world's 
reign  exchange  markets. 

And  a  network  that  always 
ers  round-the-clock  service, 


BARCLAYS 

International 


with  a  branch  always  open  for  business  -  if 
not  London,  then  Hong  Kong  or  Frankfurt - 
and  in  the  United  States,  New  York,  Chicago 
and  San  Francisco. 

That's  why,  the  next  time  you're  dealing 
with  foreign  currencies,  you  should  talk  to 
Barclays  Bank  first. 

You'll  find  that  anywhere  in 
the  world  of  foreign  exchange, 
there's  no  bank  more  at  home. 


!K,  64  BRANCHES  /  BARCLAYSAMERICANCORPORATION ,  364  OFFICES  IN  35  STATES 


/  BARCLAYS  BANK  OF  CANADA.  TORONTO,  9  OFFICES  IN  CANADA. 


AVIS  ANNOUNCES 
MORE  FREE  GIFTS  AND 
MORE  TIME  TO  GET  THEM. 


PLUS  EXCITING 
FREE  TRAVEL  AWARDS. 

We  want  you  to  get  even  more  mileage  out 
of  the  Avis  gift  program.  So  from  now  through 
June  30, 1983,  we're  offering  you  a  larger  selec- 
tion of  gifts  and  great  travel  benefits,  too. 

With  every  rental,  you  can 
choose  a  free  travel  bag  worth  $20,  JjU* 
a  free  bottle  of  Halston  Night 

cologne,  a 
free  Totes 
umbrella  or 
a  certificate 
toward  other 
free  gifts 
you  can  claim  somewhere 
down  the  road. 


locations  in  the  US. 
and  Puerto  Rico. 

For  complete 
details,  pick  up  a  gift 
program  brochure  at  LUNARIJ 
an  Avis  counter.  You  may  come  to  Avis  for  our 
free  gifts,  but  you'll  come  back  for  something 
money  can't  buy.  Our  famous 
"We  try  harder"  service. 


And  what  a  variety 
of  gifts  to  choose  from. 
Everything  from  video 
games  to  cordless 
phones  to  color  TV's. 

Then  there's  the 
travel  part  of  our  gift 
program.  You  can  get 
free  round  trip  tickets  to 
anywhere  TWA  flies  in  the  U.S.,  Europe  and 
the  Middle  East.  Free  stays  at  participating 

Sheraton  hotels,  inns  and  resorts 
Free  cruises  with  Cunardf  And 
free  use  of  an  Avis  car. 

Just  rent  a  compact  or  larger 
car  from  Avis.  Be  sure  to  ask 
for  a  gift  or  a  certificate  when 
you  rent.  One  per  rental. 
Certificates  already  earned 
are  valid  through  the 
extended  program. 

No  coupon  required. 
This  program  does  not  apply  to  tour  packages 
or  other  promotional  rates.  Available  at  most 
airports,  downtown  and  other  participating 


For  reservations  see  your  travel  consultant 
or  call  toll  free: 

800-331-1212.       / MtMmY  \  \\ 


©1983  Avis  Rent  ACa 
System,  Inc  .  Avis* 


Auis  rents  the  world's 
largest  Cadillac  fleet. 


Sheraton 

HOTELS  &  INNS  WORLDWIDE 


TRYING  HARDER  MAKES  AVIS 


•QUEEN  ELIZABETH  2/CUNARD  COUNTESS  of  British  Registry  CUNARD  PRINCESS  Registered  in  the  Bahamas 


SECOND  TO  NONE. 
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Running  a  CIA  for  the  nations  insurance 
companies  can  lead  to  some  CIA-like  prob- 
lems— but  some  nice  profits  as  well. 


The  man  from 
Equifax 


By  Aaron  Bernstein 

IP  you  happen  to  be  a  hang  gliding 
enthusiast,  say,  or  a  postcoronary 
patient,  and  you're  tempted  to 
fudge  on  insurance  applications,  you 
may  be  a  case  for  the  man  from  Equi- 
fax. In  fact,  the  man  from  Equifax  has 
probably  already  taken  an  interest  in 
you,  no  matter  your  diversions. 

Equifax,  a  smallish  ($437  million 
sales)  84-year-old  company,  is  the  in- 
surance industry's  CIA;  it  is  by  far  the 
largest  investigator  of  individuals  for 
the  big  carriers  as  well  as  being  second 
(to  TRW)  in  credit  services.  So  if  you 
bought  insurance  last  year,  used  a 
credit  card  or  took  out  a  mortgage,  the 
chances  are  Equifax  filed  some  kind  of 
report  on  you  among  the  85  million  it 
compiled.  It  has  a  network  of  3,500 
private  eyes — "field  agents,"  as 
they're  sometimes  called.  The  men 
from  Equifax  might  have  talked  to 
you  directly.  Even  if  they  didn't,  they 
probably  talked  to  somebody  who 
knows  you — your  boss,  former  bosses, 
friends,  neighbors — to  ferret  out  those 
little  facts  insurance  companies  like 
to  know  about. 

Equifax  has  been  snooping  ever 
since  1899,  when  two  Atlanta  broth- 
ers named  Guy  and  Cator  Woolford 
started  collecting  $25  a  year  for  their 
Merchants  Guide  of  consumer  credit 
records.  In  1901  the  company  started 
working  for  the  insurance  companies, 
where  it  still  faces  no  major  competi- 
tion. In  1937  it  merged  several  credit 
reporting  agencies  into  Credit  Bureau, 
Inc.  (CBI),  still  its  major  credit  report- 
ing arm. 

It  has  all  been  nicely  profitable: 
Over  the  past  decade,  Equifax  has  av- 
eraged an  18%  return  on  long-term 
debt  of  about  10%  of  total  capital.  But 
when  you're  the  insurance  compa- 
nies' CIA,  you  pick  up  some  CIA-like 


problems.  It  was  at  least  partly  be- 
cause of  image  problems,  in  fact,  that 
the  company  changed  its  name  in 
1976  from  Retail  Credit  Co.  to  Equi- 
fax (for  "equitable  facts"). 

In  1973,  for  example,  the  Federal 
Trade  Commission  filed  a  complaint 
against  Equifax  over  its  investigative 
practices  and  an  antimonopoly  suit, 
since  dismissed,  involving  its  con- 
sumer credit  division.  The  investiga- 
tive practices  complaint  was  decided 
partly  for  and  partly  against  the  com- 
pany in  1982.  "It  slowed  us  down  to 
some  degree,"  shrugs  58-year-old 
President  Jeff  White,  an  affable,  easy- 
going man  who  started  in  the  mail- 
room  at  17  and  doesn't  look  as  though 
he  ever  investigated  anybody. 

The  Equifax  lawyers  won't  have  to 
worry  about  being  out  of  a  job, 


though.  In  January  a  Los  Angeles  jury 
awarded  $5.1  million  to  a  man  who 
claimed  his  medical  disability  was 
improperly  denied  because  of  a  report 
by  a  doctor  Equifax  recommended.  (A 
judge  has  since  reduced  the  award  to 
$1.1  million,  and  the  company  is  ap- 
pealing.) On  the  other  side  of  the  coin, 
United  Family  Life  Insurance  Co. 
sued  Equifax  in  1972  for  $8  million, 
charging  its  investigation  was  not 
thorough  enough  before  United  is- 
sued a  $15  million  policy  to  Eugene 
Mullendore,  an  Oklahoma  cattleman 
who  was  murdered  in  1970.  The  case 
was  finally  settled  for  the  cost  of  legal 
fees  in  1980. 

A  more  pressing  problem  long  term 
is  the  life  insurance  business  itself. 
Total  nongroup  life  policies  issued  in 
the  U.S.  each  year  have  been  nearly 
flat,  at  about  15  million,  for  the  last 
five  years.  Result:  Equifax'  gross  rev- 
enues, still  75%  from  insurance,  grew 
at  only  about  8%  a  year  from  1971  to 
1981,  while  pretax  margins  fell  from 
10%  to  5%,  mostly  because  White 
was  investing  heavily  in  computeriz- 
ing the  credit-reporting  side. 

It  is  on  that  new  technology, 
though,  that  White  rests  most  of  his 
hopes  for  the  future.  It  took  about 
three  years,  beginning  in  1973,  and 
several  million  dollars  to  completely 
computerize  CBI,  Equifax'  credit  sub- 
sidiary. But  already  CBI  is  generating 
about  25%  of  net  corporate  income 
on  only  15%  of  sales;  and  with  most 
fixed  costs  out  of  the  way,  says 
analyst  Shao  Wang,  who  follows 
Equifax  for  Bankers  Trust,  "any  addi- 
tional business  they  get  there  pretty 


An  Equifax  field  agent  at  work 
Ferreting  out  those  little  facts. 
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much  just  drops  to  the  hottom  line." 

White's  objective  for  the  company 
is  a  15%  annual  revenue  growth  over 
the  next  five  years,  not  only  through 
CBI's  new  technology  but  also 
through  acquisitions  (in  the  last  four 
years,  Equifax  has  acquired  ten  small 
companies  in  consumer  credit  and 
related  fields). 

Analysts  also  say  there  should  be 
some  uses  for  Equifax'  database  out- 


side the  credit  field — in  market  re- 
search or  econometrics.  For  example, 
the  computers  might  be  able  to  tell  a 
bank  or  department  store  how  many 
cards  it  has  in  relation  to  its  area,  or 
perhaps  its  average  card  balance- 
compared  with  the  area  average.  In 
fact,  says  White,  "Our  consumer 
credit  base  is  probably  a  better  eco- 
nomic indicator  than  some  of  the 
stuff  that  comes  out  of  the  Federal 


Reserve.  Maybe  we  could  sell  that." 

The  overall  goal,  according  to 
White,  is  to  become  the  credit-check 
supermarket  for  the  emerging  finan- 
cial supermarket.  "It's  getting  fuzzy 
what's  an  insurance  company  and 
what's  a  bank,"  he  says,  "but  I  don't 
really  care  how  that  works  out.  Who- 
ever provides  the  financial  services,  I 
want  us  to  be  the  place  where  they 
come  for  information."  ■ 


The  Monetary?  Control  Act  ordered  the  Fed- 
eral Reserve  to  cut  float  out  of  its  system 
three  years  ago,  and  it  is  just  getting  started 
now.  What's  the  reason  for . . . 

The  slow  war 
on  float 


By  EUyn  Spragins 

Most  of  the  time  the  Federal 
Reserve  System  gets  every- 
one excited  over  its  unsteady 
grip  on  the  money  supply  and  interest 
rates.  But  lately  the  Fed's  efforts  to 
reduce  float — the  extra  time  it  takes 
for  a  check  to  clear — have  rankled 
businessmen  and  bankers. 

Their  reaction  is  hardly  surprising. 
Big  money  is  at  stake.  What  is  surpris- 
ing is  that  at  least  some  of  the  resis- 
tance is  coming  from  an  unexpected 
quarter — the  Fed's  own  district  banks. 
Why?  Because  reducing  float  will 
probably  mean  losing  business. 

All  the  fuss  is  over  the  path  a  check 
takes  once  it  is  deposited  in  a  bank. 
The  check  you  deposit  must,  like  a 
homing  pigeon,  return  to  its  bank  be- 
fore any  funds  go  into  your  account. 
The  Federal  Reserve  and  float  enter 
the  picture  during  the  clearing  pro- 
cess. Once  you  deposit  a  check  in 
your  account,  your  bank  can  elect  to 
give  the  job  of  sending  it  back  to  its 
original  bank  either  to  the  Federal  Re- 
serve or  to  another  bank  in  the  check- 
clearing  business. 

If  the  Fed  gets  the  business,  it  prom- 
ises to  give  your  bank  the  funds  it 
plans  to  collect  from  the  other  bank 
within,  say,  two  days.  This  is  called 
two-day  availability.  The  Fed  then 


scrambles  to  physically  deliver  the 
check  to  the  appropriate  Fed  branch. 
That  branch  presents  the  check  to  the 
bank  on  which  the  check  is  written  in 
exchange  for  funds.  If  the  Fed  system 
can't  get  the  check  through  its  ma- 
chinery onto  planes  and  trucks  and 
through  more  machinery  within  48 
hours,  you  get  the  benefit  of  the  float. 
Your  bank  (and  your  account)  gets  the 
money  after  48  hours,  as  the  Fed 
promised,  but  the  other  bank  still  has 
its  money  as  well,  because  the  Fed 
hasn't  been  able  to  get  the  check  back 
to  it.  The  main  beneficiaries  of  this 
float  are  corporate  account  holders 
who  keep  cash  invested  as  long  as 
possible. 

In  that  zero-sum  game,  the  Fed  un- 
doubtedly loses  the  most.  Last  year 
the  float  on  check-clearing  operations 
totaled  $2  billion  a  day — an  opportu- 
nity loss  of  over  $200  million  in  inter- 
est earnings. 

That  is  a  lot  of  freight  for  the  Fed, 
and  ultimately  taxpayers,  to  pay,  but 
it's  far  below  the  1979  level,  when 
float  had  swollen  to  $6  billion  or  $7 
billion  a  day.  To  battle  the  growing 
paper  balloon,  the  Fed  committed 
tens  of  millions  of  dollars.  It  in- 
stalled new  check-sorting  and  pro- 
cessing machinery  and  put  in  more 
pickup  points.  Within  12  months, 
float  sank  by  $2.5  billion  and  eventu- 


ally  fell   to   around   $1.8  billion. 

This  startling  improvement  had  its 
price.  As  Gerald  Corrigan,  president 
of  the  Federal  Reserve  Bank  of  Minne- 
apolis, put  it  last  summer,  "Our  cur- 
rent cost  structure  in  the  short  run  is 
one  in  which  making  quick  adjust- 
ments to  even  relatively  modest 
changes  in  check-processing  volume 
is  not  easy,  or,  in  some  cases,  desir- 
able." The  shift  to  automation  meant 
the  Fed  desperately  needed  to  hold  on 
to  volume. 

The  1980  Monetary  Control  Act 
showed  that  all  too  clearly.  The  act 
ordered  the  Fed  not  only  to  reduce 
float,  but  to  charge  banks  competitive 
prices  for  Fed  services.  After  about  a 
year  the  Fed  began  to  change  prices, 
though  still  not,  according  to  some, 
up  to  levels  that  covered  costs.  Even 
so,  once  new  check-clearing  prices 
were  imposed  in  August,  volume 
dropped  off  by  20%  almost  immedi- 
ately as  new  clearing  arrangements 
sprang  into  place. 

Faced  with  a  painful  contraction  in 
volume  and  an  increasing  gap  be- 
tween costs  and  revenues  from  pric- 
ing changes  alone,  the  Fed  had  yet  to 
confront  float  reduction,  a  task  that 
seemed  likely  to  bring  unpleasantly 
similar  drops  in  volume.  So,  rather 
than  put  a  price  directly  on  the  float 
burden  it  carries,  and  risk  further  vol- 
ume losses,  bankers  say,  the  Fed  first 
decided  to  use  its  regulatory  powers  to 
help  it  compete. 

On  Feb.  24  the  Fed  began  to  imple- 
ment what  is  called  "extended  dead- 
lines" and  "noon  presentment."  This 
means  that  your  bank  now  has  about 
5Vj  more  hours  in  which  to  "sell" 
your  check  to  the  Fed  on  any  given 
day.  But  still  the  Fed  promises  to  give 
your  bank  its  money  in  48  hours.  So, 
even  if  you  deposit  a  check  in  your 
bank  late  in  the  day,  your  bank  has 
time  .to  get  it  to  the  Fed  and  still 
collect  the  funds  in  two  days. 

The  Fed  hopes  this  measure  will 
suck  $800  million  to  $1.8  billion  out 
of  float  that  is  currently  running  over 
$2  billion  a  day.  But  outsiders  are 
skeptical.  "Extended  deposit  dead- 
lines will  not  really  solve  the  float 
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The  »Klassenlotterie«  in  Germany 

90  years  of  family  tradition 


The  »Klassenlotterie«  in  Germany  has  a  long  history 
It  started  in  1612  as  the  Hamburg  State  Lottery 
and  at  that  time,  371  years  ago,  the  prizes 
consisted  of  bags  full  of  silver,  coins  and 
precious  cups.  Today  large  sums  of 
Deutsche  Mark,  convertible  into  any 
other  currency,  are  at  stake.  The 
»Klassenlotterie«  is  a  state  lottery  in  its 
operation  and  state-supervised  by  the 
Federal  States  of  Germany.  The  win- 
nings are  state-guaranteed.  The  lottery 
management  does  not  sell  tickets  direct- 
ly to  individuals.  This  is  done  by  state- 
appointed  agents.  And  here  we  come  to 
the  history  of  the  Wessel  family. 
One  of  the  oldest  lottery  agencies  is  Wessel  of 
Herford  /  West  Germany.  They  have  made  it 
their  business  for  the  past  90  years  to  bring  good 
fortune  to  thousands  of  lottery  clients.  Heinrich  Wessel, 
grandfather  of  the  present  owner  Werner  Wessel,  started  in 
1893  as  a  state-appointed  lottery  agent  with  the  then  189th 
Royal  Prussian  Klassenlotterie.  He  was  a  prestigious  linen 
wholesale  merchant  and  a  member  of  his  city's  council.  In  1921 
he  was  succeeded  in  the  management  of  the  agency  by  his  son 
Gustav  Wessel.  With  the  end  of  World  War  II  the  German 
»Reichslotterie«  ceased  to  exist. 

It  was  only  in  1948  that  the  Hamburg  State  Lottery  made  a  new 
beginning  under  the  name  »Nordwestdeutsche  Klassenlotterie« 
covering  the  5  States  of  Northwest  Germany.  The  task  of 
rebuilding  the  lottery  business  after  the  damages  of  the  war,  fell 
to  Mrs.  Ida  Wessel,  the  widow  of  Gustav.  Under  her  capable 
management  the  agency  continued  until  1955.  By  this  time  her 


Ein  Viertel-Loos. 


son,  Werner  Wessel,  had  completed  his  studies  in 
economics  at  the  Cologne  University  and  upon 
her  untimely  death  in  1955  took  over  the 
agency  and  went  international  as  well. 
Since  then  the  number  of  clients  has  mul- 
tiplied many  times  over  and  today,  after 
90  years  of  trust  and  first-class  reputa- 
tion, the  Wessel  agency  is  one  of  the 
largest    in   the  Nordwestdeutsche 
Klassenlotterie  and  well  known  in  Ger- 
many and  all  over  the  world.  In  1976 
Mr.  Werner  Wessel  started  a  new  agen- 
cy in  Kassel  for  the  South  German 
Klassenlotterie  in  Munich.  This  new 
branch  is  growing  quickly  and  now  has  a 
great  number  of  clients  in  Germany  and  also 
abroad. 

Grandfather  Heinrich  Wessel  still  had  to  fill  in  the 
ticket  numbers  by  hand  and  sign  each  lottery  ticket  person- 
ally. These  times  belong  to  the  past.  Grandson  Werner  Wessel 
has  computerized  his  business.  The  checking  of  winners,  book- 
ings, printing  of  statements  and  the  many  other  duties  con- 
nected with  the  lottery,  are  all  done  by  machines  leaving  time 
for  the  clerks  to  give  clients  more  personal  attention.  The 
results  are  a  dependable,  honest  and  fast  service. 
The  Wessel  family,  starting  with  grandfather  Heinrich  and  now 
represented  by  his  grandson  Werner  Wessel,  have  served  the 
public  of  lottery  clients  for  90  years  of  traditional  trust 
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problem,  nor  will  noon  presentment, 
because  it  really  doesn't  affect  what 
creates  float,"  says  Jim  Carter,  direc- 
tor of  cash  and  banking  at  TRW  and 
Fed  liaison  for  the  National  Corporate 
Cash  Management  Association.  "The 
extended  deadline  is  intended  to  pull 
some  check-clearing  volume  back 
into  the  Fed  banks.  They  want  more 
paper." 

Even  Corrigan  suggests  that  the 
measure  may  not  cut  float.  "I  think  it 
works  in  the  direction  of  reducing  the 
amount  of  float  in  the  payment  sys- 
tem as  a  whole,"  he  says.  "I  don't 
think  it  will  necessarily  have  any  ma- 
terial effect  on  measured  Federal  Re- 
serve balance-sheet  float." 

Even  if  the  change  in  scheduling 
could  reduce  float,  some  Fed  districts 
seem  unwilling  to  change.  "My  feel- 
ing is  that  each  Fed  district  is  going  to 
be  playing  with  its  own  size  and  shape 
ball,"  says  Chet  Andrews,  cash  man- 
ager at  Fluor  Corp.  "Some  companies 
are  running  scared.  Others  have  been 
told  by  their  Fed  district  that  they  will 
continue  to  present  all  checks  at  their 
normal  time." 

"All  12  districts  are  delivering  con- 
fused messages,"  says  Paul  Sarosy,  a 
cash  manager  at  Bankers  Trust  who 
talks  to  corporate  cash  managers 
across  the  country.  "There  are  differ- 
ent prices  for  the  same  services.  They 
are  offering  services  that  are  different 
from  district  to  district." 

What's  going  on  here?  Self-preser- 
vation. While  the  12  district  Fed 
banks  act  as  regulators,  they  also  op- 
erate 12  separate  businesses.  Part  of 
running  a  business  is  keeping  custom- 
ers happy.  And  the  Fed  bankers  value 
their  independence.  "The  people  in 
the  district  banks  don't  like  the  guys 
in  central  staff,"  one  corporate  cash 
manager  says.  "The  guys  in  central 
staff  have  no  direct  control  over  the 
guys  in  the  district." 

All  the  foot-dragging  still  leaves 
some  $2  billion  in  float  hanging.  But 
the  central  staff  in  Washington  may 
yet  prevail.  On  July  1  the  system  will 
begin  to  effectively  charge  banks  for 
any  extra  time  it  takes  to  collect 
funds.  As  an  alternative,  it  plans  even- 
tually to  offer  banks  "actual  availabil- 
ity"— a  guarantee  of  funds  that  re- 
flects how  long  it  really  takes  the  Fed 
to  clear  a  check.  Those  moves  will 
probably  finally  squash  most  of  the 
float — but  at  the  cost  of  the  Fed's  cov- 
eted volume. 

"The  business  world  won't  stand 
for  it,  and  they  will  find  alternative 
payment  mechanisms,"  asserts  one 
banker.  "They  could  really  push  the 
Fed's  check-clearing  system  right  out 
of  business."  ■ 


Homeward  bound 


After  you  deposit  a  check  in  your  bank,  it  must  "clear" — return  to 
its  original  bank — before  funds  are  taken  out  of  that  bank.  If  your 
bank  decides  to  clear  the  check  through  the  Federal  Reserve  Sys- 
tem, it  "sells"  the  check  to  the  Fed,  which  in  turn  promises  to  give 
your  bank  the  funds  within  one  or  two  days.  The  Fed  then  processes 
the  check  by  running  it  through  high  speed  check-sorting  machin- 
ery and  races  to  move  the,  check  to  another  Fed  district  by  courier 
service  using  planes  and  trucks.  The  Fed  then  "presents"  the  check 
to  the  bank  it  came  from  and  receives  funds  in  exchange. 


Payee 


First  bank 
of  deposit 

\ 

/ 

Federal  Reserve  Bank 
of  Minneapolis 

4.  Fede 


Federal  Reserve  Bank 
of  Atlanta 


Payor  bank 
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Canceled  check  returned 
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J&H  thinks  employers 
can  get  tighter  control 
of  benefit  costs  and  still 
keep  employees  happy. 

What  do  you  think? 


If  you  think  benefit  costs  need  better  control 
without  undermining  employee  morale,  consider 
a  J &H  Variable  Benefits  plan.  It's  a  program 
designed  to  meet  specific  management  objectives 
covering  all  of  your  benefit  activities. 

Because  these  plans  permit  selection  among 
options  that  are  most  relevant  to  individual 
needs,  they  satisfy  employees  in  a  special  way. 
Yet  a  J&H  designed  plan  avoids  the  complexities 
that  increase  administrative  costs.  J&H  can 
also  implement  the  complete  employee 
communications  program. 

We'd  like  to  talk  with  you  about  this. 

Johnson  Higgins 

We  answer  only  to  you . 


EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING,  RISK  AND  INSURANCE  MANAGEMENT  SERVICES  THROUGHOUT  THE  WORLD 


There's  no  doubt  that  the  personal  computer  is  the  wave  of  the 
future.  But  the  future  can  take  longer  to  get  here  than  you  think. 


Overexposure 


Back  in  August,  Forbes  cor- 
rectly identified  the  purchase 
of  a  home  computer  as  the  pre- 
mier consumer  decision  of  the  1980s. 
That  was  not  mere  persiflage:  Last 
year  alone,  more  than  a  hundred  com- 
panies managed  to  sell  an  estimated  3 
million  personal  computers,  worth 
over  $5  billion.  So  impressed  with  the 
potential  of  the  personal  computer 
was  Time  magazine  that  its  editors 
nominated  it  Machine  of  the  Year. 

Now,  however,  the  boom  may  be 
slowing,  with  only  about  2%  of  all 
U.S.  households  owning  computers  of 
one  form  or  another.  The  number  of 
companies  offering  up  new  models 


continues  to  increase,  but  the  rate  of 
computer  entry  into  the  home  may  be 
slowing  some.  A  number  of  market 
research  firms  had  predicted  35%  to 
40%  market  penetration  by  1990,  but 
now  Young  &  Rubicam,  the  well- 
known  New  York  advertising  agency, 
is  estimating  an  increase  to  just  20% 
of  all  households  by  1990.  That's  still 
a  tenfold  increase  and  nothing  to 
sneeze  at,  but  it  suggests  that  some  of 
the  pie-in-the-sky  talk  about  a  com- 


puterized future  may  have  gotten  well 
ahead  of  reality. 

The  reasons  for  the  slowdown  vary, 
according  to  Joan  de  Regt,  a  senior 
consultant  at  International  Resource 
Development,  Inc.,  a  Norwalk,  Conn, 
market  research  firm.  Principal 
among  them,  she  says,  is  the  lack  of 
useful  household  software:  "The  per- 
sonal computer  market  is  waiting  for 
the  equivalent  of  'VisiCalc-of-the- 
Home,'  software  that  will  do  enough 
things  in  a  home  to  make  the  comput- 
er a  real  everyday  tool.  Right  now,  it's 
easier  to  balance  your  checkbook  by 
hand  than  with  an  IBM  personal  com- 
puter. If  there  isn't  a  big  improvement 


in  software,  most  people  will  run  out 
of  things  to  do  with  their  computers 
pretty  quickly." 

This  in  turn  will  lead  to  what  de 
Regt  calls  the  computer-in-every- 
closet  syndrome.  Without  good  soft- 
ware, even  people  who  buy  computers 
to  gain  computer  literacy  will  not  be 
able  to  proceed  much  further.  True, 
they  might  write  their  own  programs, 
and  some  may  even  market  them,  but 
the  number  of  people  whose  lives  will 


be  actively  changed  by  a  knowledge  of 
programming  may  be  surprisingly 
small.  As  a  consequence,  some  com- 
puters will  go  into  storage,  along  with 
other  mechanical  toys  of  late-20th- 
century  civilization. 

Even  the  stated  reason  of  many 
families  for  buying  a  personal  com- 
puter— to  give  their  children  a  leg  up 
in  a  fast-changing  world — is  being 
called  into  question.  "There  is  no 
doubt,"  says  de  Regt,  "that  children 
love  the  computer  because  it  gives 
them  mastery  of  a  skill  that  their  par- 
ents don't  have.  And  all  the  great  sto- 
ries you  read  in  People  about  whiz  kids 
who  design  video  games  just  feed  par- 
ental ambition.  But  the  number  of 
kids  who  will  become  programming 
millionaires  is  about  the  same  as  the 
number  who  become  tennis  profes- 
sionals after  their  parents  build  them 
tennis  courts  in  the  backyard." 

And  there  are  other  signs  of  over- 
kill. Freshmen  at  Drexel  University, 
starting  this  September,  will  be  ex- 
pected to  arrive  with  their  own  per- 
sonal computers,  and  by  1988  all  stu- 
dents and  faculty  will  have  to  own 
machines.  The  computer  thus  be- 
comes a  barrier  to  entry  into  educa- 
tion. And  Drexel  is  not  alone.  Carne- 
gie-Mellon University  in  Pittsburgh 
has  plans  to  charge  its  incoming  fresh- 
men an  extra  $3,000  in  the  autumn  of 
1985  for  a  computer  IBM  is  develop- 
ing for  the  university. 

Ironically,  in  the  rush  to  computer 
literacy,  the  question  of  necessity  has 
been  lost  in  the  shuffle.  Seymour  Pa- 
pert,  an  MIT  professor  and  probably 
the  leading  researcher  in  computers 
and  the  learning  process,  thinks  that 
the  push  for  computer  mastery  is  a  bit 
misplaced.  "The  real  purpose  of  learn- 
ing how  computers  work  should  be  to 
improve  human  logic  and  thought 
processes,  to  make  people  more  cre- 
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ative,  not  simply  more  dependent  on 
machines,"  he  says. 

The  pundits  were  right  when  they 
said  that  television  would  change  the 
world.  What  they  couldn't  correctly 
foresee  was  in  what  ways  and  how 
long  it  would  take.  Computers  will 
have  an  even  more  sweeping  impact 
on  society — but  take  it  easy  on  the 
hype. — S.K. 

Pictures  by  numbers 

One  of  the  rages  of  the  Fifties,  along 
with  the  Hula-Hoop,  ,  Howdy 
Doody  and  Hopalong  Cassidy,  was 
painting  by  numbers.  The  idea  was 
simplicity  itself:  A  flat  canvas  with 
the  outlines  of  a  painting  was  sold, 
along  with  color-coded  paints.  You 
filled  in  the  spaces  by  matching  the 
numbers  on  the  paints  with  numbers 
on  the  canvas.  If  you  did  it  right — and 
virtually  no  one  did — the  results 
were,  if  not  masterful,  then  certainly 
representational. 

Though  painting  by  numbers  died 
out,  the  idea  of  using  numbers  to  rep- 
resent color  values  did  not.  In  a  more 
sophisticated  application,  numbers, 


in  the  form  of  a  stream  of  digital  infor- 
mation relayed  from  such  remote 
sensing  satellites  as  Landsat,  are  con- 
verted into  highly  detailed,  enhanced 
color  photos  that  reveal  an  immense 
amount  of  information  on  crops,  min- 
eral deposits,  pollution  and  more. 
And  while  painting  by  numbers  was  a 
passing  fad,  extracting  visual  informa- 
tion from  numerical  data  is  becoming 
big  business. 

Not  surprisingly,  the  business  is 
not  in  collecting  the  information;  the 
satellite  does  that,  conveying  its  digi- 
tal data  to  ground  stations  and  miles 
of  computer  tape.  The  real  expertise— 
and  the  source  of  the  profits — comes 
from  reassembling  the  data  into  im- 
ages and  then  extracting  the  maxi- 
mum valuable  data  from  the  photo. 
Among  the  best  at  this  is  Dipix  Sys- 
tems Ltd.  of  Ottawa,  Canada.  The  Di- 
pix crew,  headed  by  Australian-born 
Paul  R.  Pearl,  39,  has  had  somewhat 
of  a  head  start  over  most  of  the  other 
image  analysis  and  interpretation 
businesses  that  are  emerging  as  Land- 
sat  data  become  widely  available. 
After  all,  Dipix  was  formed  by  the 
engineers  who  were  the  remote-sens- 
ing mavens  of  Control  Data's  Com- 
puting Devices  of  Canada  subsidiary. 
Pearl  and  his  group  had  spent  almost  a 
decade  cutting  their  teeth  on  remote 
sensing,  and  thus  had  a  long  exposure 
to  the  highest  state  of  the  sensing  art. 
Out  of  that  came  Pearl's  idea  that 


technology  could  be  designed  that 
"could  be  used  by  people  who  were 
totally  ignorant  of  computers." 

When  a  customer,  such  as  the  Indo- 
nesian government,  buys  a  Dipix  sys- 
tem, what  it  gets  is  hardware  and  soft- 
ware designed  to  make  proper  sense 
out  of  the  data  sent  down  by  Landsat. 
Dipix'  equipment  basically  manipu- 
lates the  data  three  different  ways. 
First,  it  does  a  geometric  correction  of 
the  data;  such  corrections  are  needed 
because  satellites  have  a  slight  wob- 
ble to  them  that  causes  the  images 
they  produce  to  be  distorted.  Second, 
the  data  can  be  enhanced  so  as  to 
make  certain  kinds  of  information 
stand  out  and  be  more  available  to  the 
viewer.  Third,  it  is  possible  to  gener- 
ate a  thematic  map  that  will  classify 
things  on  the  image  into  many  differ- 
ent groupings.  It  is  the  area  of  themat- 
ic mapping  that  holds  out  the  most 
promise,  because  of  the  wealth  of  de- 
tail it  reveals. 

Here  is  how  it  works.  A  satellite 
can  generate  its  images  in  several  dif- 
ferent spectral  bands,  some  in  colors 
visible  to  the  naked  eye,  some  in  ul- 
traviolet or  even  radar  or  infrared. 
When  an  area  has  been  scanned  in 
these  different  spectra,  each  spectrum 
will  reveal  new  levels  of  detail.  When 
an  image  is  constructed  from  this 
data,  different  colors  can  be  assigned 
to  each  spectrum's  data  or  to  specific 
areas  under  scan.  Thus,  if  you  are 


Mene,  Mene,  Tekel,  Upharsin 


These  three  satellite  images  show  the  northern  coastal 
plain  of  Australia  east  of  Darwin.  The  first  is  the  raw 
Landsat  image  with  the  Alligator  River  and  Wildman 
Creek  in  blue.  The  second  has  been  computer  en- 
hanced, so  vegetation  appears  as  a  bright  red  and  grass- 


lands, recently  charred  by  fire,  as  black.  In  the  third, 
each  form  of  land  cover  has  been  assigned  a  color.  Red 
and  dark  blue  are  mangroves;  tidal  flats  are  light  blue; 
forest  is  green;  grasslands,  pink;  freshwater  swamps, 
light  blue;  open  woodlands,  black. 
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We  work 
for  America. 

It's  time  somebody  said  that. 
And  showed  why  it's  true. 

Sometimes  the  clamor  of  the 
marketplace  obscures  the  truth 
about  capitalism:  that  its  rewards 
are  not  just  to  those  who  invest. 
The  ultimate  pay-off  is  to  the 
whole  nation,  in  jobs,  products  and 
the  creation  of  profits  which 
strengthen  purchasing  power  and 
build  productive  might. 

If  a  corporation  doesn't  provide 
those  jobs  and  products,  and  those 
profits  which  add  value  to  the 
economy,  it  isn't  failing  just  its  stock- 
holders. 

And  if  a  corporation  succeeds,  it 

succeeds  for  all  —  because  its 
bottom  line  accrues  to  the  whole 
society  and  contributes  to  the 
strength  of  the  entire  economy. 

Corporate  America  doesn't  have  to 
be  defensive  about  its  productive 
role  as  creator  of  value.  But  the 
American  business  corporation 
does  have  to  realize — and  it  has  to 
communicate  —  that  when  it 
works,  and  works  well,  it  is  working 
for  America. 

That's  a  simple  proposition.  But  it 
isn't  oversimplified.  It's  the  truth. 

And  it's  time  somebody  said  it. 
Don't  you  agree? 

InterNorth  is  a  diversified,  energy- 
based  corporation  involved  in  natural 
gas,  liquid  fuels,  petrochemicals, 
and  exploration  and  production. 

International  Headquarters, 
Omaha,  Nebraska  68102 


INTERNORTH 
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scanning  farmland,  you  might  want 
to  assign  green  to  soybeans,  yellow  to 
wheat,  orange  to  corn,  red  to  roads, 
blue  to  water  and  so  forth.  To  make 
these  assignments,  it  is  necessary  to 
instruct  the  computer  only  once  as  to 
wh.it  constitutes  a  given  class.  The 
computer  will  then  locate  all  such 
regions  on  the  image  and  give  them 
their  assigned  color.  Shadings  in  the 
color  can  be  used  to  indicate  the  tela 
tive  health  of  the  crop,  how  much 


water  it  is  receiving  and  when  it  is 
ready  tor  harvest. 

It  takes  little  imagination  to  foresee 
how  thematic  mapping  would  be  of 
use  both  to  governments  attempting 
to  plan  their  agricultural  needs  and  to 
investors  and  commodity  speculators 
seeking  a  bidding  edge.  So  far,  in  ex- 
periments applied  to  U.S.  crops,  the 
results  have  been  mostly  excellent. 
As  Pearl  puts  it,  "The  cameras  have 
no  political  axes  to  grind  nor  quotas  to 
meet.  The  images  simply  don't  lie." 

What  works  for  crops  works  equally 
well  for  oil  and  mineral  prospecting, 
city  planning  and  preparing  environ- 
mental impact  statements.  But  Pearl 
feels  that  more  information  can  be 


extracted  from  almost  any  image,  and 
Dipix  is  now  doing  work  in  an  area 
called  image  reconstruction,  wherein 
poor-quality  pictures,  such  as  those 
taken  by  amateurs  at  disasters,  can  be 
significantly  upgraded  to  assist  in  de- 
termining liability. 

Such  is  the  promise  of  remote  sens 
ing  that  Dipix  has  grown  from 
$300,000  (Canadian)  at  the  end  of  its 
first  year  of  operation,  1979,  to  more 
than  $6  million  (Canadian)  in  sales 
this  year.  It  is  also  managing  to  drop 
12%  of  sales  to  the  bottom  line  on  an 
aftertax  basis.  No  fancy  computer- 
generated  image  is  needed  to  interpret 
that  set  of  numbers.  It's  just  a  big 
green  dollar  sign.— Stanley  W.  Angrist 


Bill  Fox  is  struggling  to  get  the  lid 
oft  a  gallon  can.  Finally,  he  digs  a 
screwdriver  out  of  his  desk  drawer 
and  pries  the  lid  away.  "Here,  take  a 
look,"  he  says.  Inside  the  can  is  a  jet 
black,  primordial  ooze.  Grabbing  a 
stick,  Fox  says,  "Watch  this."  He  dips 
the  stick  into  the  can,  then  wipes  it 
on  a  rag  like  a  gas  station  attendant 
checking  your  oil.  The  liquid  quickly 
evaporates,  leaving  a  dry,  powdery  re- 
sidue on  the  rag. 

It  is  coal  dust.  Whether  you  call  it 
liquid  coal,  coal-water  mixture  or 


Slurry  power 

coal-water  slurry,  that  viscous  mix- 
ture in  the  can  may  permanently 
change  the  economics  of  industrial 
and  power  plant  fuel  use.  Coal-water 
slurry  — a  combustible  brew  of  70% 
coal,  29%  water  and  1%  additives 
can  replace  fuel  oil  at  a  cost  30%  to 
40%  lower  (with  oil  at  $30  per  barrel). 

But  the  first  company  to  make  use 
of  this  new  alternative  energy  bonan- 
za won't  be  Exxon,  Arco  or  Con  Edi- 
son of  New  York.  That  prize  goes  to 
Standard  Havens,  Inc.  of  Kansas  City, 
Mo.,  a  maker  of  asphalt-production 


Burning  dust 


equipment  and  pollution-control  de- 
vices that  rings  up  sales  of  about  $35 
million.  Bill  Fox  is  the  irrepressible 
president  of  Standard  Havens  Re- 
search Corp.,  a  subsidiary  that  is  the 
general  partner  in  an  R&D  limited 
partnership  arrangement  set  up  to  ex- 
ploit the  coal-water  mixture. 

"We're  having  a  big  burn  later  this 
month,  and  if  all  goes  well,  we'll  open 
a  full-scale  system  in  the  fall  and  we 
can  be  making  deliveries  by  next 
spring,"  says  the  6-foot-3*-inch  Fox. 
Standard  Havens'  plan  is  to  sell  com- 


Coal-water  slurry  is  made  by  first  pulverizing  coal  to  where  it  is  blown  into  the  combustion  chamber 
the  consistency  of  talcum  powder  (1),  then  adding  water  through  a  shower-head-like  nozzle  (3).  The  water  vapor- 
(2).  The  slurry  is  stored  until  it's  pumped  to  a  boiler    izes  instantly,  and  the  coal  dust  explodes  in  a  fireball. 
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The  first  thing 
Wing  installs 
is  confidence. 
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Wang  support.  It's  the  human 
link  that  makes  office  automation 
work  for  everyone  in  your  office. 
And  it  begins  even  before  the  first 
Wang  system  is  installed. 

Wang  support  starts  with  our 
written  commitment  to  a  success- 
ful installation.  It  includes  pre- 
installation  planning  from  our 
support  people  to  help  realize  the 
best  use  of  our  products  in  your 
environment.  After  installation, 
we  offer  hands-on  training,  docu- 
mentation, multi-site  account 
guidance,  and  advanced  appli- 
cations and  technical  assistance 
where  and  when  you  need  it. 


Our  commitment  to  customer 
support  also  includes  Wang 
Laboratories  Certified  Supplies, 
and  programs  provided  by  Cus- 
tomer Engineering  through  the 
WangCare  total  service  philosophy. 
And  like  all  Wang  support  programs, 
they're  available  worldwide. 

Wang  support.  It's  the  key 
that  turns  office  automation  into 
increased  productivity  and  profit- 
ability for  everyone. 

For  information,  call  1-800- 
225-9264,  or  write  to  Wang 
Laboratories,  Inc.,  Business 
Executive  Center,  One  Industrial 
Avenue,  Lowell,  MA  01851. 


WANG 
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plete  coal-water  slurry  manufacturing 
systems,  starting  at  about  $350,000 
per  plant,  to  the  scores  of  asphalt- 
makers  who  are  already  its  custom- 
ers. They  will  use  the  slurry  to  heat 
their  asphalt  cheaply  and  blend  the 
residue  ash  in  with  their  product. 

Fox,  like  others  in  the  energy  busi- 
ness, is  immediately  confronted  with 
tumbling  oil  prices.  No  problem,  says 
Fox.  "We  figure  a  barrel  of  oil  has  to 
hit  $15  before  it  matches  our  cost 
advantage.  Besides,  most  of  our  cus- 
tomers figure  sooner  or  later  there 
will  be  another  oil  price  shock  knock- 
ing it  up  again." 

If  coal-water  slurry  is  a  good  idea, 
why  aren't  larger  companies  rushing 
into  it?  An  official  at  the  Department 
of  Energy  says:  "The  private  sector 
can  go  forward  anytime,  but  the  oper- 
ators of  utilities  tend  to  be  very  con- 
servative and  few  are  willing  to  take 
the  risk  of  being  the  first  to  introduce 
a  new  technology." 

That's  a  pity,  because  coal  slurry  is 
a  fairly  straightforward  technology, 
with  few  of  the  complexities  of  syn- 
fuels.  The  big  advantage  coal-water 
slurry  has  over  ordinary  coal  is  that  it 
is  a  liquid  and  thus  can  be  handled  as 
easily  as  oil.  A  large  utility  burning 
coal  needs  a  rail  line,  a  rotary  dumper 
to  pick  up  and  dump  100-ton  hopper 


cars,  a  conveyer  system,  acreage  for  a 
stockpile,  bulldozers  and  loaders  to 
move  the  pile  and,  finally,  a  pulveriz- 
er adjoining  the  boiler's  combustion 
chamber.  Slurry,  on  the  other  hand,  is 
simply  pumped  directly  to  a  power 
plant  and  burned. 

Coal-water  slurry  has  another  asset. 
The  process  of  pulverizing  the  coal 
and  adding  water  to  make  slurry  en- 
hances certain  coal-cleaning  tech- 
niques, reducing  ash  and  washing 
away  some  of  the  sulfur,  a  key  ingre- 
dient of  acid  rain. 

Actually,  newer  coal-burning  boilers 
fitted  with  pollution  controls  are  not 
major  threats  to  the  environment.  It  is 
the  older  plants  that  are  blamed  for  acid 
rain  and  other  problems.  And  it  is  the 
prospect  of  retrofitting  these  vintage 
coal  burners  as  well  as  oil  burners  (for 
cost  advantage  reasons)  that  excites 
some  people  working  with  slurry. 

"We're  on  a  semicommercial  scale 
right  now,"  says  Charles  Henderson, 
senior  vice  president  for  research  and 
technology  at  Atlantic  Research 
Corp.  of  Alexandria,  Va.  "What  we 
really  must  do  is  demonstrate  to  peo- 
ple who  own  large  boilers  how  useful 
coal-water  slurry  is."  To  prove  its 
point,  Atlantic  Research  has  a  pilot 
plant  producing  600  barrels  of  slurry  a 
day,  but  by  1986  it  would  like  to  get 
its  first  commercial  operation  going 
with  a  facility  producing  6,000  bbl. 
per  day.  The  cost  for  the  plant  would 
be  less  than  $20  million. 

The  most  obvious  immediate  can- 
didates for  Atlantic's  gritty  product 


are  utilities  and  industrials  that  have 
boilers  that  were  designed  to  burn 
coal  but  were  converted  to  oil,  mostly 
prior  to  the  oil  shock  in  1973. 

But  Atlantic's  Henderson  thinks 
new  boilers  may  be  built  with  coal- 
water  slurry  in  mind.  "Three  of  the 
four  major  boilermakers  are  experi- 
menting with  coal-water  slurry.  The 
boilers  would  cost  a  lot  less  because 
they  don't  have  to  be  as  large  as  regu- 
lar coal  burners,"  he  says.  "Altogether 
this  could  be  a  million-barrel-a-day 
industry." 

Out  on  the  Kansas  prairie,  Bill  Fox 
scoffs  at  Atlantic's  grand  plans  for  $20 
million  slurry  plants.  "Each  pulveriz- 
er/mixer slurrymaker  we  sell  to  an 
asphalt  contractor  will  make  him  en- 
ergy independent  because  he  can 
make  his  own  fuel  using  practically 
any  quality  of  coal,  even  some  off  a 
slag  heap,"  says  Fox.  "That's  how  we 
are  going  to  confound  Exxon  and  [the 
other]  oil  companies."  Wrapping  him- 
self in  the  banner  of  energy  self-suffi- 
ciency, Fox  says:  "The  people  who 
don't  want  to  be  beholden  to  oil  and 
gas  don't  want  to  be  beholden  to  the 
coal  in  the  coal-water  slurry  either." 

Of  course,  Fox  wants  to  sell  the  idea 
of  coal-water  slurry.  But  that  doesn't 
discount  the  fact  that  a  small  asphalt- 
equipment  maker  is  advancing  a 
promising  "alternative  energy"  while 
giant  corporations  that  like  to  brag 
about  how  much  they  are  doing  for 
"America's  energy  future"  are  con- 
tent to  stand  around  with  their  hands 
in  their  pockets. — fon  Schriber 


Hit  by  worldwide  recession  and 
weak  demand,  the  plastics  indus- 
try has  stagnated  for  the  last  five 
years.  Suddenly,  though,  things  are 
looking  up,  at  least  for  the  plastics 
portion  of  the  $46  billion 
packaging  market.  New 
technologies  and  cost-saving 
measures  are  giving  plastics 
a  boost,  primarily  at  the  ex- 
pense of  the  glass  bottle  and 
metal  can  producers.  "The 
glass  and  metal  people  know 
their  days  are  numbered," 
declares  Laszlo  Bonis,  chair- 
man of  Composite  Container 
Corp.,  a  state-of-the-art  plas- 
tics manufacturer  in  Med- 
ford,  Mass.  "In  five  years, 
you'll  hardly  be  able  to  find 
glass  or  metal  in  the  super- 
market." 

What  about  the  drawbacks 
that  have  hindered  plastics 
in  the  past?  Fear  of  contami- 
nation and  carcinogens.  And 


A  new  surge  for  plastics 

to  match  the  rigidity  of  metal  and 
glass,  plastic  packaging  had  to  be 
quite  thick,  and  hence  expensive. 
Even  then,  plastics  couldn't  be  steril- 
ized like  metal  cans.  Anyhow,  food 


Chairman  Laszlo  Bonis  of  Composite  Container 
Bidding  farewell  to  metal  and  glass. 


manufacturers  had  no  reason  to  go  to 
plastic:  Business  was  good,  energy 
costs  were  low  and  metal  and  glass 
were  relatively  cheap. 

Those  days  are  gone.  Today,  despite 
high  oil  prices,  plastic  pack- 
aging is  simply  cheaper  to 
manufacture  than  metal  or 
glass.  A  six-ounce,  200-milli- 
liter  steel  can  costs  about  8 
cents  to  make,  while  a  one- 
piece  aluminum  can  costs 
about  7'/2  cents.  The  plastic? 
About  3lA  cents.  But  these 
savings  stretch  further.  Ac- 
cording to  Stanley  Marcus,  a 
Dow  Chemical  analyst,  prop- 
erly designed  plastic  pack- 
ages weigh  66%  less  than 
similar-capacity  metal  cans 
and  take  up  77%  less  storage 
and  transportation  space. 
What's  more,  most  of  the 
health  questions  have  been 
answered.  One  sign:  Last 
year  the  FDA  approved  the 
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LET  E-COM  "SIGN,  SEAL,  AND 
DELIVER"  YOUR  MAIL  FOR  LESS 
THAN  YOU'RE  SPENDING  NOW. 


There's  a  better  way  to  send  out  com- 
puter-originated mail.  The  Postal  Service's 
E-COM  Service.  It  lets  your  computer 
transmit  directly  to  ours.  So  you  can  send 
announcements  and  invoices,  for  example, 
while  you  bypass  a  lot  of  work-and  expense. 

E-COM  Service  is  a  cooperative  effort 
between  private  sector  communication  car- 


riers and  your  Post  Office.  Here's  how  it 
works.  Once  your  system  is  set  up  for  E-COM 
Service,  your  computer  operator  simply  pre- 
pares the  message.  It's  then  transmitted  as 
data,  by  telephone  or  other  communication 
carrier,  to  any  one  or  more  of  25  Serving  Post 
Offices  throughout  the  country.  And  E-COM 
Service  takes  care  of  all  the  rest. 


It  prints  your  messages,  which  can  be  up 
to  two  pages  long.  Folds  them.  And  puts  them 
in  envelopes,  all  at  the  Post  Office. 


It  provides  blue-and-white 
envelopes-for  impact. 


It  saves  you  time  by  letting  you 
transmit  your  message  directly  to 
the  Post  Office  by  telephone  or 
other  communication  carrier.  And 
it  saves  time  by  printing  your 
message  right  at  the  Post  Office. 
Then  it  delivers  your  mail  in  just  2 
days  or  less. 


It  gives  you  all  this-which  cuts  your  labor 
costs,  too-for  26c  for  the  first  page.  And  only 
5C  more  for  the  second.  Postage,  paper  & 
envelopes  included. 


We  can  help  you  figure  out  the  best 
way  to  link  up  with  E-COM  Service. 
And  we  can  even  give  you  any  technical 
advice  you  might  need. 
So  why  not  let  new  E-COM  Service 
give  you  a  hand  with  the  mail?  For 
more  information,  simply  call  or  write 
your  communication  carrier  or  your 
local  Postmaster. 


E-COM 

IT  DELIVERS  SAVINGS  ALONG  WITH  THE  MAIL 
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use  of  polyethylene  tcrephthalate,  or 
PET;  for  use  in  liquor  bottles.  That's 
significant  because  in  the  mid-1970s 
the  agency  banned  another  plastic, 
polyvinyl  chloride,  or  PVC,  after  tests 
showed  some  decomposition  when  it 
was  used  with  liquor. 

Cheaper  plastics  are  only  the  tip  of 
the  iceberg.  The  real  savings  come 
with  dramatic  new  ideas,  mainly 
from  Europe,  about  what  a  package  is 
and  ought  to  do.  Shelf  stability,  indus- 
try jargon  for  any  kind  of  packaged 
food  that  can  be  left  unrefrigerated  for 
months  without  spoiling,  is  the  ulti- 
mate goal  of  food  processors.  Super- 
markets, whose  normal  margins  are 
less  than  2%,  spend  about  10%  of 
their  operating  budgets  on  electricity 
for  freezers.  Shelf  stability  cuts  those 
costs  dramatically. 

One  avenue  to  shelf  stability  is  re- 
tort packaging,  a  technique  that  has 
been  around  since  the  metal  can  was 
invented  to  feed  Napoleon's  army. 
The  idea  is  simple.  Food  is  vacuum 
sealed  in  a  container  and  heated  until 
all  the  bacteria  are  killed.  This  allows 
the  packaged  food  to  sit  unrefrigerat- 
ed for  months.  Two  drawbacks:  The 
heating  wrings  some  of  the  taste  and 
nutrition  from  the  food,  and  the 
packages  themselves  are  relative- 
ly expensive.  But  new  retort 
packages,  plastic  trays  with  a  foil 
cover  or  pouch-like  laminations  of 
plastic  and  aluminum,  solve 
some  of  these  problems. 

For  all  the  possibilities  of  retorts, 
the  real  future  of  packaging  may 
well  lie  in  a  related  concept  called 
aseptic  packaging.  This  process 
was  first  commercialized  two  de- 
cades ago  in  Europe  by  Tetra  Pak,  a 
private   Swedish   company;  its 
U.S.    subsidiary,  Dallas-based 
Brick  Pak,  Inc.,  is  currently  selling 
its  systems  for  producing  rectangu- 
larly shaped  containers  that  are 
laminations     of  paperboard, 
polyethylene  and  aluminum.  In  asep- 
tic packaging,  the  food  and  container 
are  sterilized  separately.  The  food  is 
quickly  heated,  then  inserted  into  the 
package,  which  has  already  been  ster- 
ilized by  a  bath  of  hydrogen  peroxide 
and  a  blast  of  superhot  air.  Then,  still 
in  a  completely  sterile  environment, 
the  package  is  sealed.  The  rapidity  of 
the  process  allows  the  use  of  cheaper, 
lighter  materials. 

The  real  effect  of  aseptics  will  be 
felt  in  the  dairy  industry.  Leading  the 


way  is  Dairymen,  Inc.,  a  cooperative 
of  8,000  dairy  farmers  in  17  states 
from  Georgia  to  Pennsylvania,  which 
began  marketing  UHT,  or  ultrahigh- 
tcmperature  milk,  in  aseptic  contain- 
ers from  Brick  Pak  last  summer.  In  its 
new  Savannah,  Ga.  plant,  Dairymen 
takes  milk  fresh  from  the  cow  and 
heats  it  to  280  degrees  Fahrenheit  for 
about  two  seconds  before  pouring  it 
into  a  container  that  has  already  been 
sterilized  by  hydrogen  peroxide. 

But  the  real  success  of  retorts  and 
aseptics  is  in  the  packaging  itself.  And 


Plastic  sandwich 


A  five-layer  barrier  sheet  for  food 
packaging  serves  several  functions 
at  once.  The  two  outer  layers  of 
polypropylene  block  moisture  and 
chemicals  from  going  in  or  out.  A 
middle  layer  of  polyvinyl  alcohol 
blocks  various  gases,  while  the  two 
tie  layers  hold  it  all  together. 


Moisture  and  chemical  barrier 
(Polypropylene) 

Tie  layer 

Gas  barrier 
(Polyvinyl  alcohol) 


Tie  layer 

Moisture  and  chemical 
barrier 

(Polypropylene) 


Courtesy  of  Composite  Container  Corp 


the  key  to  the  packaging?  "It's  some- 
thing called  barrier  coextrusion,"  says 
Ron  Dembowski,  a  technical  director 
at  Ball  Corp.'s  plastics  division. 

Here  the  action  centers  not  on 
packagers  or  food  companies  but  on  a 
handful  of  plastics  converters  who 
take  the  raw  resin  from  petrochemi- 
cal companies  and  turn  it  into  the 
packaging  sheets  or  films.  Among 


these  firms,  Composite  Container, 
Ball  and  Continental  Can,  basic  coex- 
trusion has  been  used  for  some  time 
for  decoration  or  film.  The  process 
works  somewhat  like  a  fancy  meat 
grinder.  Plastic  resin  pellets  are 
dropped  into  a  hopper  and  processed 
through  two  or  three  extruders,  screw 
mechanisms  in  which  the  resins  are 
heated  and  melted.  The  screws  force 
the  resins  through  a  die  and  spread 
them  into  a  layered  sheet. 

Now  take  this  basic  process  a  step 
further:  Use  five  extruders,  or  seven. 
A  simple  process  suddenly  becomes 
very  complex,  as  the  problems  of 
binding  several  different  plastics  into 
one  very  thin  sheet  multiply.  The 
complexity  is  worthwhile  if  you  can 
produce  a  thin  packaging  material  in 
which  each  layer  provides  a  special 
function — one  to  block  light,  another 
oxygen,  a  third  moisture  or  flavors. 

Several  companies  have  already 
succeeded  at  high  multilayer  barrier 
coextrusion,  among  them  Bonis' 
Composite  Container.  Bonis,  the 
company's  founder,  was  a  polymer 
chemist  at  a  technical  institute  in  Bu- 
dapest, Hungary,  before  he  got  tangled 
up  in  the  1956  revolt.  Next  stop:  MIT. 
In  the  1960s  he  did  work  for  NASA;  in 
the  mid-1970s  he  found  himself  fasci- 
nated by  the  technological  possibili- 
ties of  barrier  coextrusion.  By  1977  he 
had  developed  a  process  and  formed 
Composite,  ready  to  take  on  the  gi- 
ants. Today  the  company  is  turning 
out  five-  and  seven-layer  sheets  for 
everything  from  cheese  and  crackers 
to  hypodermic  needles. 

Bonis'  doesn't  have  an  open  field,  of 
course.  Ball,  for  example,  is  using  a 
technology  developed  by  Dow 
Chemical  that  uses  Saran  (which 
Dow  makes)  as  a  barrier  material. 
That  process  provides  several  barriers 
in  one  sheet — moisture,  oxygen,  ni- 
trogen, carbon  dioxide,  flavors — at 
competitive  prices.  The  problem,  ac- 
cording to  Bonis  (who  uses  other  plas- 
tics), is  that  Saran  scrap,  the  material 
left  over  after  a  common  round  cup  is 
formed  out  of  a  sheet,  has  been  so 
heat-sensitive  in  the  past  that  no  one 
has  been  able  to  reprocess  it.  But,  ac- 
cording to  Dow,  recent  developments 
offer  the  promise  of  forming  round 
containers  without  scrap  and  for  a 
method  for  reprocessing  Saran. 

There  remains  a  lingering  note  of 
caution.  Companies  in  the  U.S.  have 
in  the  past  been  notoriously  conserva- 
tive, fearful  of  driving  consumers 
away  with  unfamiliar  packages. 
Health  hazards  as  yet  unguessed  may 
appear.  But  the  future  would  seem  to 
belong  to  plastics. — Robert  Teitelman 
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NGINEERED  TO  PERFORM. 
UILT  TO  ENDURE.  BRED  TO  BE  BEST 


JAGUAR  XJ6. 


In  all  the  world,  no  other  luxury  car 
achieves  the  unique  Jaguar  blend- 
ing of  beauty,  response,  strength 
and  sheer  mechanical  excellence 

One  look  at  the  XJ6  is  an  educa- 
tion in  the  art  of  classic  design.  It  has 
been  called,  and  by  experts,  one  of 
the  most  beautiful  sedans  of  all  time. 
But  grace  of  form  is  only  the  begin- 
ning of  the  many  pleasures  that 
Jaguar  owners  experience. 

The  XJ6  is  at  its  very  best  in  mo- 
tion. Powered  by  the  strong  and  re- 
sponsive electronically  fuel  injected 
Jaguar  six,  the  car  is  quick  in  its 
handling  and  stable  in  turns.  Direc- 
tional precision  is  assured  by  the 
Jaguar  power  rack  and  pinion  steer- 
ing system.  Smooth  ride  and  sure- 
footed handling  come  from  four 
wheel  independent  suspension. 


And  four  wheel  power  disc  brakes 
stop  the  car  smoothly  and  steadily. 

Because  the  people  who  build 
Jaguars  are  uncompromising  in  their 
pursuit  of  perfection,  improvements 
are  made  continuously.  In  the  1983 
XJ6  Series  III,  new  testing  tech- 
niques help  maintain  the  car's  legen- 
dary silence.  Inside  the  car,  where 
understated  luxury  reigns  supreme, 
there  is  a  new  driver's  console  ve- 
neered in  rare  walnut  to  match  the 
dashboard.  New,  too,  is  a  trip  com- 
puter that  continually  monitors 
elapsed  miles,  travel  time  and  fuel 
consumption.  There  are  new  seats 
faced  in  superb  smooth  grain  hides. 
Numerous  electronic  conveniences 

JAGUAR 

J  A  BLENDING  OF  ART  AND  MACHINE 


are  standard:  cruise  control;  a  self 
regulating  heating  and  air  con- 
ditioning system;  power  sunroof  and 
much  more. 

The  1983  XJ6  is,  simply,  the  best 
Jaguar  ever  built.  And  it  comes 
backed  by  the  best  warranty  Jaguar 
has  ever  offered.  For  two  years  or 
36,000  miles,  whichever  comes  first, 
Jaguar  will  repair  or  replace  any  part 
of  the  car  which  proves  defective. 
The  standard  Pirelli  P5  tires  come 
with  their  own  warranty. 

If  you  are  considering  any  luxury/ 
performance  sedan  this  year,  test 
drive  the  1983  Jaguar.  For  the  name 
of  the  dealer  nearest  you,  call  (800) 
447-4700,  toll-free.  Your  Jaguar 
dealer  has  full  details  on  the  1983 
limited  warranty. 
JAGUAR.  Leonia,  N.J.  07605 


Is  Middle  America  sunk  in  economic  de- 
spondency, decay  and  defeat?  If  you  think 
that,  come  visit  Dubuque,  Iowa  with  us.  Its 
no  boomtown,  but  life  is  still  pretty  good  in 
this  old  industrial  city  on  the  Mississippi. 

"I've  learned  how 
to  save 
my  money" 


By  Jerry  Flint 

ubuque,  Iowa  is  the  sort  of  place 
editors  and  TV  producers  think 
about  when  they  want  to  do  stories 
purporting  to  describe  how  hard  the 
recession  is  hitting  Middle  America. 
Which  is  one  major  reason  the  media 
do  such  a  poor  job  of  covering  the 
economy.  In  general  they  see  what 
they  want  to  see:  defeat,  decay,  de- 
spair. But  to  write  about  Dubuque  and 
places  like  it  only  in 
terms  of  stereotypes  is 
to  overlook  the  funda- 
mental economic  vital- 
ity that  still  pervades 
Middle  America. 

According  to  the  last 
census,  Dubuque  had  a 
population  of  62,321, 
and  it  is  probably 
somewhat  less  now; 
people  are  leaving  to 
seek  better  opportuni- 
ty elsewhere.  But  up 
here  in  this  northeast 
corner  of  Iowa,  with 
the  Mississippi  River 
in  their  backyard,  a 
good  many  more  peo- 
ple are  staying,  work- 
ing and  getting  on  with 
their  lives.  Recession  there  is.  Despair 
and  decay  there  is  not. 

This  attractive  divorcee  with  a 
three-year-old  daughter  is  as  good  a 
way  as  any  to  start  understanding  Du- 
buque. The  lady  wears  a  charming 
mushroom-and-turtle  tattoo  on  her 
thigh,  and  a  bit  lower,  toward  the 
knee,  there's  a  flower  and  a  butterfly. 
She  is  quite  proud  of  them  and  doesn't 
seem  depressed.  "I'm  going  to  stay 
here,"  she  says  across  her  drink  at 
Brothers'  Lounge  at  the  Midway  Mo- 
tor Lodge.  But  isn't  Dubuque  too  dull 
for  such  a  lively  lady?  There  is  a  small 


Dubuque  Town.  Clock. 
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singles  crowd,  she  says;  more  impor- 
tant, there  is  the  money.  She  made 
$22,300  last  year  as  a  secretary  at  the 
big  John  Deere  division  outside  town, 
and  she  and  her  daughter  live  well  on 
that.  "In  Cincinnati  they're  offering 
$12,000  to  $14,000  for  administrative 
assistants,"  she  says. 

Of  course,  this  divorced  secretary's 
high  pay  is  part  of  the  curse  and  the 
blessing  of  Dubuque.  The  auto  work- 
ers union  ran  wages  up  so  high  at  the 
Deere  plant  that  it's 
hard  to  attract  new 
business  to  town.  By 
contrast,  fim  Brady, 
Dubuque's  mayor, 
makes  only  $16,000  as 
a  teacher  across  the  riv- 
er at  Galena,  111.,  but 
also  clerks  at  Radio 
Shack.  His  wife  makes 
salads  at  Ring's  Restau- 
rant and  does  checkout 
at  the  Target  discount 
store.  Put  it  all  togeth- 
er and  there  is  a  re- 
spectable $30,000,  but 
it  takes  five  jobs  to 
earn  it. 

If  the  tattooed  lady 
and  the  Bradys  earn 
good  money,  they 
spend  it,  too.  Out  at  the  Kennedy 
Mall,  J.B.  White,  who  runs  Rosheks 
department  store  ($10  million  in 
sales),  is  booking  a  20%  sales  increase 
for  this  year.  Big  wages  mean  good 
houses,  campers,  new  cars  (fim 
Walsh,  who  runs  Bird  Chevrolet,  says 
he's  increasing  his  factory  orders 
20%).  But  what  about  the  people  who 
aren't  still  working  and  spending: 

Pat  Dillon,  president  of  the  UAW 
local  at  Deere,  tells  a  story.  Only 
2,100  from  the  local  are  still  working; 
4,000  are  laid  off.  "With  all  that  un- 
employment we  thought  we'd  get 
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Life  on 
the  Mississippi: 
The  people  . . . 

For  historical  reasons,  practical- 
ly everybody  is  white  and  two- 
thirds  of  the  population  is  Ro- 
man Catholic.  There  is  a  lower 
divorce  rate  and  a  higher  birth 
rate  than  for  the  country  as  a 
whole,  but  plenty  of  old  people, 
which  pushes  up  the  death  rate. 
This  type  of  homogeneity  prob- 
ably helps  to  account  for  the 
impressively  low  crime  rate, 
which  Dubuquers  always  list  as 
a  principal  advantage  of  living 
in  this  Iowa  town. 


Dubuque  J  U.S. 


Population 


Birth  rate 

(pet  1,000  of  population) 


Death  rate 

(pet  1,000  oi  population) 


Median  age 


Divorce  rate 

(pet  1,000  of  population) 


62,321 


16.4 


15.9 


10.2 


8.7 


28.5 


30.0 


4.9 


5.2 


Racial  mix 


Education 


Religion 


White 


98.9% 


83.1% 


Black 


High  school" 


11.7% 


0.3% 


72.1%  71.1% 


Catholic 


65% 


28% 


Hispanic1 


Other 


College3 


Jewish 


Protestant  and  others 


6.4% 


5.2% 


32% 


2% 


70% 


0.5% 

I  I 


0.0008% 


30.5% 


An  estimated 
30  Jewish 
families 


35% 


Crime  (per  100,000  inhabitants.  Standard  Metropolitan  Statistical  Area) 


Total  crime 


Forcible  rape 


Murder 


Robbery 


Car  theft 


5,408.7 


6,604.6 


41.7 


11.0 


322.5 


570.3 


3.2 


0 


31.1 


337.5 


'Also  included  in  white  and  black  figures.    218  years  and  older  that  have  finished  high  school.    318  years  and  older  that  have  completed  one  or  more  years  of  college. 

Sources:  Department  of  Health  a)  Human  Services:  Dubuque  Chamber  of  Commerce:  Gallup  PolL  FBI,  U.S.  Bureau  of  the  Census. 
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some  turkeys  for  the  holidays  for 
them.  We  took  a  plant  gate  collection 
and  raised  $5,000,  then  chipped  in 
$7,000  from  union  funds.  We  had  a 
thousand  18-  to  20-pound  turkeys.  We 
sent  out  letters  to  the  4,000  saying 
that  those  with  $600  or  les\a  month 
to  live  on  could  pick  up  a  free  turkey 

from  the  union  at  the   

Salvation  Army  head- 
quarters. Well,  we  had 
250  people  there,  so  we 
got  750  turkeys  left. 
We  sent  out  another 
letter,  and  the  postage 
for  each  mailing  was 
$800.  This  time  we 
said  $900  a  month  and 
gave  them  out  at  the 
union  hall  just  in  case 
people  didn't  want  to 
go  to  the  Salvation 
Army.  We  were  open  all  day  and  gave 
out  another  500.  We  still  had  250  tur- 
keys left  and  they  were  starting  to 
thaw.  I  wasn't  going  to  send  out  any 
more  letters.  I  went  over  to  the  radio 
station  and  announced  that  any  UAW 
member  laid  off  could  get  one.  That 
got  rid  of  the  last  250.  I  couldn't  be- 
lieve it.  The  only  conclusion  is  that 
we're  too  proud  to  ask  for  anything 
free." 

Proud.  And  adaptable.  Every  hour 
maybe  800  pigs  get  their  throats 
slashed  at  the  FDL  plant  on  16th 
Street.  It  used  to  be  Dubuque  Packing 
and  was  failing. 

"Frankly,  the  plant  costs,  the  lack 
of  productivity,  poor  attitudes  and 
lousy  management  were  dragging  the 
corporation  down.  I  was  the  chairman 


Turkey 

Darcy  Elgin 
4th  grade 


of  the  board,"  says  Robert  Wahlert. 
"We  tried.  The  union  made  conces- 
sions. It  got  worse.  It's  not  that  the 
plant  was  outdated.  We  spent  $27  mil- 
lion in  the  late  Seventies.  This  is  vir- 
tually state  of  the  art." 

What  was  wrong?  Well,  the  story  of 
Iowa  Beef's  low  wages  and  boxed- 
  beefed  technology 


is 

part  of  it.  But  Wahlert 
doesn't  pass  the  buck 
that  way.  "There  was 
bad  management  from 
me  all  the  way  back  to 
my  great  uncle,"  says 
the  company  founder. 
He  gives  examples.  "In 
the  Forties  and  Fifties 
we  had  slow  time.  We 
opened  a  cafeteria  and 
let  the  girls  from  the 
plant  run  it.  So  decades 
later  we  ended  up  with  $18-an-hour 
dishwashers,  $18-an-hour  janitors.  It 
was  a  hard  work  situation,  so  they 
gave  time  off.  We  ended  up  with  four 
on  the  line  and  two  in  the  rest  room." 

Why  not  close  it 
down?  Wahlert's  father 
is  R.C.  Wahlert,  prob- 
ably the  richest  man  in 
town.  Close  it  down? 
"Yeah,  but  we  had  to 
live  here,  too,"  says 
son  Robert.  "I  was  frus- 
trated to  see  the  plant 
closed  up  and  liquidat- 
ed. What  was  going  to 
happen?  There's  the 
Wahlert  library  in  this 
town,  the  Wahlert  high 
school,  and  the  park. 


There  were  1,100  workers  and  not 
much  alternative." 

The  family  split.  Robert  Wahlert 
and  his  side  walked  out.  "We  put  $70 
million  together  for  a  leveraged 
buyout,"  he  said,  although  actually 
there  was  just  a  few  million  dollars  in 
cash.  He  got  some  federal  money, 
took  the  old  plant  and  formed  FDL 
Foods — FDL  for  fleur-de-lys,  an  old 
brand  name  of  Dubuque  Packing.  The 
union  didn't  like  it,  but  it  signed  on  to 
save  the  jobs.  It's  tough.  Workers  that 
were  making  $10  to  $11  an  hour  (in- 
centives and  fringes  pushed  labor 
costs  to  $18)  started  back  at  $6.  "We 
used  to  have  five,  six  weeks  vacation. 
We  got  no  vacation,  no  medical,  no 
pension.  Sure,  we  know  we'll  have  to 
have  these  things,  but  not  cradle  to 
the  grave  like  before,"  says  Robert 
Wahlert. 

"We  opened  last  Oct.  16,  and  sales 
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.  and  the  money 


J  Dubuque  J  U.S. 


Average  earnings  are  high  for  a  small  city  because  of  the  union 
wage  scale  at  the  Deere  construction  machinery  plant  and  the 
packinghouse.  Deere  blue-collar  workers  average  $27,000  a  year, 
and  even  a  secretary  earns  $22,000.  But  today  unemployment  runs 
above  the  national  average;  more  than  half  the  Deere  workers  are 
laid  off;  and  the  packinghouse  workers  have  taken  large  pay  cuts 
to  save  their  jobs.  The  high  wage  levels  led  to  prosperity:  Dubu- 
quers  lived  well,  but  that  is  part  of  the  problem,  too. 


Median  family 
income 


$22,484  $22,388 


Unemployment 
rate1 


20.5% 


11.4% 


Working  in 
manufacturing2 


Working  in 
nonmanufacturing* 


Median  value  of 
owner  occupied  house 


Local  tax  rates3 


Education 

(expenditure  per  child) 


26.3% 


28.3% 


73.7% 


71.7% 


$47,500 


$51,300 


$330.92 


$2,527 


$126.31 


$2,510 


'January,  unadjusted  for  seasonal  factors.  The  Dubuque  rate  was  unusually  high  because  of  the  one  month  closing  of  a  )ohn  Deere 
factory.    2Nonagricultural  wage  and  salary  workers  (except  domestics).    5Per  capita  property  tax. 

Sources:  U.S.  Bureau  of  the  Census-.  Bureau  of  Labor  Statistics;  fob  Service  of  Iowa.  Department  of  Public  Instruction.  Iowa 
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in  the  first  quarter  were  $135  million, 
and  we're  in  the  black.  We're  looking 
for  $1  billion  a  year.  Three  months 
doesn't  make  a  company,  but  it's  a 
start.  Anyway,  we're  all  Dubuquers. 
We're  all  in  this  together,  labor  and 
management,  together." 

I  he  real  Dubuque,  like  the  real 
America,  just  won't  fit  the  stereo- 
types. People  in  Dubuque  don't  but- 
tonhole you  on  the  street  to  talk 
about  the  crises  that  fill  the  metro- 
politan press,  like  what  the  EPA  did  or 
did  not  do  with  paper  shredders.  The 
richer  folk  still  like  Ronald  Reagan. 
"It  took  50  years  to  get 
in  this  mess.  It  will 
take  us  a  while  to  get 
out,"  says  Paul  From- 
mclt,  executive  vice 
president  of  Frommelt 
Industries.  "1  know  it's 
easy  to  sit  here  in  a 
warm  office  and  say, 
'stay  the  course,'  but 
we've  got  to  do  it." 

The  union  people 
don't  like  the  Presi- 
dent. "On  a  scale  of 
one  to  ten,  if  ten  is 
high,  I  give  him  a  one," 
says  Pat  Dillon  of  the 
UAW.  The  students  in 
the  high  school  seem 
to  think  that  all  the 
politicians — in  Wash- 
ington and  at  City 
Hall — aren't  very  good. 
If  you  ask,  people  are  for  a  strong 
defense — but  maybe  some  cuts  in  de- 
fense spending.  The  old  folks  are  wor- 
ried about  Social  Security,  and  they 
flood  their  congressmen  with  mail 
against  the  withholding  tax  on  inter- 
est and  dividends.  There's  worry 
about  trade.  "Why  don't  people  in 
Washington  understand  that  we  need 
reciprocity  in  trade,"  says  Jim  Houtz, 
who  runs  a  growing  computer  service 
company  called  CyCare  Systems.  He 
has  a  subsidiary  in  Canada,  but  says, 
"If  we  try  to  go  to  Japan,  we  cannot 
get  in." 

All  these  things  count  in  Dubuque, 
but  what  really  counts  is  not  Wash- 
ington or  the  world  but  Route  61  and 
a  downtown  mall.  They  have  just 
opened  a  new  bridge  across  the  Mis- 
sissippi between  Wisconsin  and  Du- 
buque, but  there's  not  much  of  a  con- 
necting road  through  the  town.  If  they 
can  squeeze  money  from  the  state  and 
feds  for  Route  61  through  town,  more 
people  may  come  to  shop.  Then  may- 
be the  bigger  dream,  a  downtown  mall 
connected  to  the  civic  center  and  the 
restored  theater,  will  be  built.  But  just 
the  other  day  J.C.  Penney  said  it  will 
close  its  downtown  store  and  move  to 
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the  mall  at  the  western  end  of  town. 
That  hurt,  because  it  cripples  the 
dream  of  a  downtown  mall's  bringing 
in  more  business.  And  it  is  business — 
the  economy — that  people  worry  and 
talk  about  today. 

It's  bad  in  Dubuque.  There  are  689 
houses  for  sale  countywide,  the  real 
estate  association  says,  but  some 
folks  figure  the  number  in  the  city 
may  be  closer  to  1,000.  Everybody 
knows  someone  who  has  left,  gone  to 
Texas,  to  Florida,  to  Moline,  to  find 
work.  People  hurt. 

John  Rapp,  for  example,  was  laid  off 
Mar.  6,  1981.  (Ask  a 
Dubuqucr  when  he 
was  laid  off  and  you 
will  get  a  specific  date.) 
He  is  married  and  has 
four  children.  The  first 
year  he  got  by  well 
enough  with  unem- 
ployment compensa- 
tion and  layoff  pay 
from  Deere.  His  wife 
was  selling  Avon,  too. 
"But  the  way  the  mon- 
ey is,  there  aren't  many 
buyers  for  a  bottle  of 
perfume,"  he  says. 
Now,  with  special 
ADC  grants,  $464  a 
month,  plus  food 
stamps,  he  just  gets  by. 
His  mobile  home  pay- 
ments are  only  $195  a 
month  and  he  is  only 
paying  the  interest  anyway.  "I've 
been  to  about  every  place  around,  and 
some  places  twice.  After  two  years  it's 
getting  harder  and  harder  every  day  to 
get  up.  But  you  have  to  get  up  and  say 
to  yourself,  'Today's  the  day  I  find 
something.'  " 

A  high  school  senior  says,  "There's 
lots  of  pressure.  When  dad  was  laid 
off,  he'd  even  sit  there  and  yell  at  the 
dog.    The    poor  dog 
didn't  know  what  was 
happening    and  he'd 
hide." 

The  biggest  problem, 
of  course,  is  the  Deere 
plant  that  makes  con- 
struction-type ma- 
chines with  3,600  blue- 
and  white-collar  work- 
ers now,  against  8,200 
three  years  ago.  Other 
plants  have  lost  work, 
too,  and  the  slump  in 
agriculture  hurts  Du- 
buque, although  per- 
haps not  as  badly  as 
other  areas,  because 
Dubuque  is  hog  coun- 
try and  today  hogs  are 
better  than  grain. 


The  Shot  Tower 

Dorene  Fish 
3rd  grade 


Pen  &  Ink  Chalk  Design 

Jody  Vanderah 
6th  grade 

For  the  past  two  years  Dubuque's 
Deere  plant  has  closed  almost  com- 
pletely for  January.  This  pushes  the 
jobless  rate  into  the  20%  area  for  the 
month,  which  brings  in  reporters 
from  around  the  country.  "We  get  the 
slash-and-burn  stories,  the  out-of- 
work  suffering  stories,  the  let-'em- 
eat-cake  story,"  says  Steve  Kent,  ex- 
ecutive editor  of  Dubuque's  Telegraph 
Herald.  It's  not  that  they  aren't  factu- 
ally correct,  adds  Kent.  It's  that  they 
don't  have  what  he  calls  "the  sense  of 
the  place." 

Part  of  that  "sense"  is  a  kind  of 
faith  in  the  future.  "There's  nothing 
in  the  immediate  future  that  looks 
bright.  But  the  local  Deere  division  is 
well  managed,  sound  financially, 
with  high  ideals.  We'll  be  around  and 
as  big  as  Caterpillar  [in  construction 
machinery)  someday." 
Who  said  that?  The 
plant  manager?  No.  Pat 
Dillon  of  the  UAW.  He 
also  says  that  the  aver- 
age worker  made 
$13.20  an  hour  in  real 
wages— or  $27,000  a 
year  full  time.  "In  the 
old  days  those  costs  all 
got  passed  on.  We 
billed  the  farmer.  I 
know  we  have  to  give 
up  something."  True, 
he  doesn't  want  to  give 
up  all  the  benefits  it 
took  years  to  win,  but 
that  isn't  the  type  of 
talk  you  used  to  hear  in 
Detroit. 

Howard  Wickler,  38, 
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married,  two  children,  laid  off  Feb.  14, 
1982,  has  that  faith.  "At  Deere  I  ran  a 
drill  and  earned  $30,000  a  year.  But 
John  Deere  treated  me  A-100% .  They 
hung  on  to  guys  as  long  as  they  could. 
The  only  bad  feeling  was  I  was  there 
ten  years  and  finally  got  a  job  I  liked 
and  then  lost  it."  Howard  had  enough 
money  at  first,  but  he  got  fat,  190 
pounds.  "I  joined  the  health  club.  In 
three  months  I  was  158."  He  was  so 
happy  that  he  went  to  work  for  the 
club,  trying  to  sell  memberships  in  a 
new  workout  center  in  a  downtown 
office.  "I  never  worked 
directly  with  people  in 
my  life.  I  like  it.  This 
will  give  me  a  chance 
to  talk  to  businessmen 
about  selling  jobs, 
maybe  in  the  health 
field.  It's  growing." 
When  he  is  called  back 
to  Deere,  and  he's  cer- 
tain that  will  come, 
"I'll  work  part  time  in 
the  day  at  the  club."  In 
fact,  he  says,  "If  I  could 
get  back  to  work  in 
three  months  I'd  be  in 
better  shape  than  when 
I  was  laid  off.  I've 
learned  how  to  save  my 
money." 

Dubuque  has  a  repu- 
tation for  being  around  ten  years  be- 
hind the  times.  Practically  no  one  will 
argue  with  that.  The  houses  are  part 
of  another  age.  There  aren't  many  TV 
antennas  (the  city  was  wired  long 
ago).  White-collar  workers  who  came 
in  boom  days  say  it  was  hard  to  make 
friends.  "If  you  don't  have  eight  or  ten 
brothers  and  sisters  and  brothers-in- 
law  and  cousins  and  uncles,  it's  hard." 
Dubuque  is  a  heavily  Catholic  city. 
"The  good-looking  girls  are  17  and 
under  or  17  and  married,"  jokes  a  lo- 
cal. Becky  Sisco,  who  used  to  head  the 
local  League  of  Women  Voters,  says 
it's  just  too  quiet  for  some;  her  five 
best  friends  left  town  in  five  consecu- 
tive years.  "It's  true,  some  of  the 
women  won't  dance  with  a  man  un- 
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less  they  think  he  is  someone  they 
can  live  with  forever,"  says  Elizabeth 
Lovette,  a  secretary.  The  men  are  the 
same,  she  says:  Invite  one  home  for 
dinner  and  he  won't  come  unless  he 
can  bring  a  friend  for  protection. 

"This  place  is  too  old-fashioned. 
Just  look  at  the  buildings,"  says  Paul 
Lattner,  a  17-ycar-old  senior  at  Du- 
buque Senior  High  School.  He  is  right; 
Dubuque  does  show  its  past,  but 
that's  not  all  bad. 

It's  said  that  Iowa  is  flat,  Republi- 
can and  Protestant,  but  Dubuque  is 
hilly,  Democratic  and  Catholic.  The 
Catholics  came  because  Bishop  Ma- 
thias  Loras,  who  arrived  in  1839, 
wrote  back  to  Europe  telling  potential 
Catholic  immigrants  that  Dubuque 
was  safe  for  Catholics — they  had  been 
frightened  of  the  U.S.  because  of  re- 
ports of  the  bigots  called  Know  Noth- 
ings. "The  Sisters  of  Charity  for  the 
Blessed  Virgin  Mary  came  here  after 
being  burned  out  in  Philadelphia," 
says  Reverend  Edward  Petty,  who  di- 
rects Catholic  charities. 

Around  the  turn  of  the  century  Du- 
buque was  the  major  wagon-building 
center  in  the  nation. 
There's  a  story  that 
Henry  Ford  came  to 
Augustin  Augustine 
Cooper,  the  biggest  wa- 
gonmaker,  and  sug- 
gested that  he  build 
horseless  carriages. 
Cooper,  a  true  Dubu- 
quer,  did  not  see  any 
future  in  it. 

The  Catholics  and 
the  non-Catholics  did 
not  always  get  along, 
either.  In  the  Twenties, 
football  between  the 
Presbyterian  Universi- 
ty of  Dubuque  and 
Loras  (one  of  the  two 
Catholic  colleges)  was 
ended  because  the 
games  turned  into  riots.  They  re- 
sumed a  half-century  later.  "The  sto- 
ry of  the  first  mixed  marriage  in  town 
was  when  an  Irish  Catholic  married  a 
German  Catholic  and  that  turned  into 
a  riot,"  says  Walter  Peterson,  presi- 
dent of  the  University  of  Dubuque. 
There  is  still  some  dispute  about  anti- 
black  or  anti-Jewish  feeling  in  Du- 
buque— there  are  about  30  Jewish 
families.  Some  say  yes;  some  say  no. 
But  there  are  only  219  blacks  in  Du- 
buque (1980  census).  Why  so  few? 
Some  say  Dubuque  was  like  one  of 
those  "don't-let-the-sun-set-on-you- 
here"  towns  a  half-century  ago — but 
you  can't  prove  it. 

"Dubuque  always  seems  to  be  on 
the  trailing  edge  of  trends,"  says  edi- 
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tor  Kent.  In  the  city's  early  days,  lead 
mining  was  the  big  industry.  When 
that  died,  there  was  lumber,  wagon- 
making — which  the  automobile 
killed — door  and  window  sashes,  alu- 
minum, and  then  meat  packing  and 
construction  equipment.  Says  Uni- 
versity President  Peterson,  "We 
thought  it  was  the  end  of  the  town 
when  the  [window]  sash  plant  closed. 
We  thought  the  end  was  at  hand  when 
it  looked  like  the  pack  [the  packing 
plant)  might  close.  We  recover."  What 
comes  through  the  history  is  that  Du- 
buque has  depended  on  the  bright- 
ness, the  innovativencss,  of  its  ordi- 
nary people — people  with  ideas. 

Paul  Frommelt  tells  the  story  of  his 
firm.  "Grandfather  Ludwig  worked 
for  Cooper,  the  wagonmaker.  One 
dollar  a  day.  Back  in  1909  Ludwig 
bought  Cooper's  small  awning  com- 
pany for  $100.  We  ran  it  that  way 
until  1950,"  Paul  says,  "a  couple  of 
guys  and  a  truck.  I  drove  that  truck  on 
dates.  I  didn't  even  have  a  car.  Then  in 

1950  my  father  watched  a  man  weld- 
ing. He  invented  a  canvas  welding 
shield."  That  opened  up  a  business  of 
factory  safety  equipment.  "Then  in 

1951  Dubuque  Packing  came  to  us. 
The  meat  inspector  wouldn't  let  them 
load  their  meat  in  the  railroad  cars;  it 
was  getting  dirty.  We  built  a  canopy." 
Now  Frommelt  builds  specialized 
canopies  to  cover  the  loading  dock 
between  the  truck  and  plant  to  keep 
the  weather  out,  and  does  $25  million 
a  year,  with  200  employees.  "We're 
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building  a  new  $5  million  plant, 
1 50,000  square  feet,"  he  says  proudly. 

R.C.  Wahlert  (father  of  Robert  Wah- 
lert,  who  runs  the  new  FDL)  tells  the 
story  of  Dubuque  Packing.  "The  first 
time  I  came  here  was  1931.  I  was  17. 
My  uncle  bought  this  place  and  want- 
ed me  to  go  with  him.  Every  river 
town  had  a  packing  plant;  you  get  rid 
of  that  blood  in  the  river.  But  I  was 
not  going  to  live  in  a  jerk  town  like 
Dubuque.  It  was  like 
Paducah.  Vaudeville 
comics  made  jokes 
about  it." 

The  phone  rings  and 
R.C.  breaks  off  his  sto- 
ry to  shout  into  it. 
After  a  few  minutes  of 
noisy  bargaining  he 
smiles.  "I  just  sold  450 
pounds  of  pituitary 
glands  (each  about  half 
the  size  of  a  pea)  at 
SI  10  a  pound."  He's 
happy. 

But  he  did  come.  "I 
was  the  34th  employ- 


Union  leader  Pat  Dillon 
(left)  and  wellborn 
Bob  Wahlert 

Poles  apart  politically, 
but  each  will  tell  you 
when  the  other's  name 
comes  up:  "  We  were  in 
high  school  together. " 


"Now  look.  There's  no  Swift, 
there's  no  Wilson,  no  Cudahy,  no  Os- 
car Mayer.  They're  conglomerates." 

Eating  habits  changed,  too.  "Those 
doctors.  They  say  don't  eat  meat. 
What  the  hell  can  you  eat?  Chicken?" 
he  says  with  disgust.  "You  go  to  the 
store.  Our  hot  dogs  are  $1.59.  Oscar 
Mayer  is  $1.89,  and  they  got  99-ccnt 
chicken  wieners.  What  goes  on  them? 
Catsup,  mustard,  pickles.  What  do 
you  taste?  Catsup, 
mustard  and  pickles. 
What  do  they  buy? 
Those  99-cent  things?" 

But  his  son  saved  the 
packing  house  for  Du- 
buque, and  there  are 
grandchildren  coming 
up— and  in  the  plant — 
and  old  R.C.  still 
makes  deals. 

Over  at  Flexsteel  In- 
dustries, Frank  Bertsch 
tells  his  story.  Dad  had 
a  furniture  company  in 
Minnesota,  but  in  the 
Thirties  he  was  part  of 


ee.  I  worked  six  days  a  week,  12  hours 
a  day,  every  job  from  killing  hogs  to 
sweeping.  For  the  first  25  years  I  never 
missed  a  Sunday.  Sure,  I  always 
worked  Saturday,  but  I  never  missed  a 
Sunday,  either.  The  last  20  years  I 
skipped  Sunday." 

It  comes  as  no  surprise  that  the 
elder  Wahlert  despises  unions.  "The 
UAW  is  the  curse  of  Iowa,"  he  says. 
At  Dubuque  Packing,  before  the  cri- 
sis, labor  costs  for  the  members  of  the 
food  workers  union  were  close  to  $18 
an  hour.  "We  all  followed  like  a 
bunch  of  sheep,  yes,  me  too.  We  never 
had  a  strike.  We  gave  them  everything 
they  wanted. 


the  establishment  fighting  the 
unions.  "There  were  overturned  cars 
and  dad  carried  a  billy  club.  When  it 
was  over  he  came  here,  and  ever  since 
we  haven't  been  interested  in  fighting 
unions." 

Bertsch  isn't  too  happy.  Flexsteel 
has  600  employees  in  Dubuque,  seven 
plants  around  the  country  and  nearly 
$100  million  in  sales.  Part  of  the  busi- 
ness, furniture  for  recreational  vehi- 
cles, is  running  strong  now. 

"We're  as  productive  here  as  any- 
place in  the  country,  but  the  last  three 
contracts  killed  us,"  says  Bertsch. 
Last  year  he  took  a  nine-week  strike 
in  Dubuque  and  didn't  appreciate  it. 


"We  worked  all  through  the  year  to 
make  understood  the  need  to  be  com- 
patible. We  thought  they  understood, 
but  they  wouldn't  back  down.  Most  of 
the  furniture  plants  are  in  the  South. 
We  did  get  some  partial  gains  on 
COLA  and  lower  hiring  rates  and  a 
one-year  pay  freeze."  That  sounds 
good,  but  Bertsch  says  he  pays  $6.50 
an  hour  with  incentives  and  fringes, 
pushing  labor  cost  to  $12,  which  he 
figures  is  $3  above  other  furniture 
plants. 

For  the  nation  as  a  whole,  new 
white-collar,  high-technology  jobs 
may  take  the  place  of  many  of  those 
lost  in  the  older  blue-collar  occupa- 
tions. As  a  result,  the  recession  has 
cut  overall  employment  only  very 
slightly,  from  a  peak  of  101  million  in 
mid- 1981  to  99  million  in  January. 
But  Dubuque  isn't  the  nation;  it  is  a 
corner  where  job  losses  have  so  far 
easily  exceeded  job  gains.  Dubuque  is 
an  unlikely  spot  for  a  high-technology 
boom.  "The  salt  on  the  streets  around 
here  will  sure  wreck  your  Porsche," 
says  Dan  Dittemore,  professional 
planner  with  the  Chamber  of  Com- 
merce, joking  about  the  California 
high-tech  lifestyle.  But  is  there  a  fu- 
ture for  smokestack  Dubuque  in  the 
computer-chip  America  that's  being 
born?  "We're  asking  the  same  ques- 
tion," Dittemore  says.  "We  just  don't 
know  what  place  Dubuque  will  have 
in  the  restructuring  of  America." 

Jim  Houtz,  though,  has  a  pretty 
good  idea  about  that  future.  He  is 
president  of  CyCare.  It's  the  sunrise 
industry  around  Dubuque,  a  comput- 
er operation  that  sets  up  accounting 
systems  for  doctors  and  sends  out 
their  bills.  It  is  a  national  operation, 
the  largest  of  its  type,  with  $24  mil- 
lion in  revenues  last  year.  Houtz  talks 
about  S100  million  by  1986.  "The 
doers  of  the  1990s  are  going  to  be 
companies  like  ourselves,"  he  says. 

Houtz'  story  is  not  unlike  those  of 
older  entrepreneurs  hereabouts.  He 
worked  for  Burroughs,  then  IBM,  be- 
fore starting  his  company  in  1967. 

Why  stay?  "There  are  lots  of  high- 
tech firms  from  White  Plains  to  Phoe- 
nix," Houtz  says,  and  follows  with 
the  litany  of  advantages  that  Du- 
buquers  know  by  heart:  "You  can 
walk  down  any  street  and  not  worry 
about  getting  to  the  end  of  the  block. 
The  school  system  is  better  than  in 
most  metropolitan  areas.  I've  never 
spent  more  than  five  minutes  walk- 
ing to  the  office.  And  we've  never  had 
any  smog." 

CyCare  has  160  employees  in  Du- 
buque and  285  more  around  the  coun- 
try. Houtz  owns  45%  of  the  stock  and 
says  there's  no  intention  of  selling 
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out.  "We  are  going  to  be  doing  the 
acquiring,"  he  says. 

"Who  knows,  CyCare  might  bring 
in  the  software  people.  There  could  be 
spinoffs  from  it,  but  there's  no  assur- 
ance," says  Bertsch  of  Flexsteel. 

There's  a  publishing  firm,  too,  Wil- 
liam C.  Brown,  with  350  employees, 
producing  college  and  religious  text- 
books, but  that's  communications,  and 
that  is  another  magic  word  supposed 
to  mean  jobs  in  the  future. 

But  high  tech  and  communications 
are  not  for  everybody.  "I've  got  a  friend 
who  fixes  computers.  He  does  well.  But 
that's  one  guy,"  says  Dillon  of  the 
UAW.  He  doesn't  think  much  of  the 
talk  of  retraining.  "Ho  w  are  we  going  to 
make  accountants  out  of  assemblers 
when  we've  got  accountants  laid  off? 
Yes,  a  computer  course  is  great,  but  it 
won't  put  4,000  people  to  work." 

Tom  Tauke,  the  Republican  Con- 
gressman from  Dubuque,  recognizes 
the  dramatic  industrial  change  com 
ing.  "But  that  doesn't  mean  the  whole 
country  will  be  high  tech.  Ten  years 
from  now  Dubuque  won't  be  high 
tech.  John  Deere  will  be  here,  the 
packing  house  will  be  here.  A.Y.  Mc- 
Donald— water  pumps  and  valves — 
will  be  here.  Somebody's  always  go- 
ing to  process  the  food.  This  is  the 
largest  hog-producing  district  in  the 
country,  and  that  is  where  we  ought 
to  be  going — processing  food." 

Wayne  Norman,  development  offi- 
cer of  the  University  of  Dubuque  and 
a  doer  in  the  community,  sees  other 
movements.  The  colleges  will  be  a 
job-producing  education  center,  the 
hospitals  will  produce  jobs  as  a  medi- 
cal center,  a  downtown  mall  will  help 
the  area  grow  as  a  regional  retailing 
center.  Then  there  is  the  tourist  busi- 
ness— the  architecture  (those  old 
houses),  the  Mines  of  Spain  National 
Park  (which  doesn't  exist  yet),  a  "lit- 
tle Tivoli"  park  on  City  Island  (that 
park  doesn't  exist  yet,  either).  But,  in 
fact,  there  is  a  growing  tourist  trade, 
the  waterfront  museum  and  the  sidc- 
paddler  docked  there  and  river  dining 
in  summer,  the  skiing  outside  of  town 
in  winter.  Norman  figures  there  will 


be  3,000  jobs  in  tourism  someday. 

Peterson  of  the  university  talks 
about  his  new  programs,  in  computer 
science  and  aviation  administration. 
"We  want  to  establish  an  M.B.A.  pro- 
gram to  help  keep  the  local  people." 

Meanwhile  Dubuque  is  losing  too 
many  children.  At  Dubuque  Senior 
High  enrollment  is  down  to  1,800 
from  2,400  four  years  ago.  Families 
are  smaller,  and  everybody  knows 
someone  who  has  gone. 

"Both  children  went 
to  Texas  to  find  work. 
One's  a  chemical  engi- 
neer. He  graduated  in 
May  and  got  a  job  in 
Dallas.  He  would  have 
stayed  if  he  could  find 
work,"  says  }ay  Kolker, 
who  sells  Harvester 
trucks.  His  daughter 
followed  a  job-hunting 
boyfriend  and  is  an  as- 
sistant manager  in  a 
clothing  store. 

Mel  Maas,  the  union 
president  at  FDL,  has  a 
son  who  was  a  star 
halfback  at  the  univer- 
sity. "There's  no  job  for 
him  in  the  field  here 
(safety  engineering]. 
He'll  probably  look 
around  Chicago  and  Milwaukee." 

Tina  Kamm,  a  high  school  senior, 
will  be  a  nurse,  but  says:  "I'll  probably 
move  to  Florida.  I've  got  an  uncle 
there.  You  can't  stay  in  a  town  if  there 
are  no  jobs." 

Pat  Dillon  talks  about  one  of  his 
brothers:  "ferry  worked  at  Dubuque 
Packing.  They  said  they  would  cut  his 
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pay  from  $12  to  $6  an  hour.  He  said 
that  for  $6  he'd  go  to  Florida— and  he 
did.  He  works  nights  for  $6  at  a  7- 
Eleven  and  lies  in  the  sun  all  day.  Well, 
he's  single  and  32  and  can  do  that." 

Right  behind  Jerry,  though,  is  a  gen- 
eration of  youngsters  that  seems  less 
pampered,  tougher  than  the  genera- 
tion chat  preceded  it.  Senior  High 
Principal  Donald  Kolsrud,  notes: 
"Our  kids  are  more  somber  and  seri- 
ous than  they've  ever  been.  Atten- 
dance is  running  96% 
to  94%.  I  feel  the 
change.  It's  not  just 
me,  me,  me.  It's  our 
family,  us,  we." 

Something  else  im- 
possible to  measure  is 
community  closeness. 
When  you  mention 
Bob  Wahlert  of  the 
packing  house  to  Pat 
Dillon  of  the  UAW, 
Dillon  says,  "Bob  and  I 
were  high  school  class- 
mates." When  you 
mention  Dillon  to 
Wahlert,  Wahlert  says, 
"Pat  and  I  went  to  high 
school  together." 

Over  at  the  Deere 
plant,  John  Lawson, 
the  manager,  figures  he 
will  recall  600  to  800  workers  by  fall. 
"We've  absolutely  reached  the  bot- 
tom of  the  barrel  in  employment,"  he 
says.  That's  the  good  news.  The  bad: 
tven  after  recalls,  the  job  level  would 
be  half  that  of  three  years  ago. 

In  Dubuque,  they  scramble  to  get 
more  factories,  they  cut  pay  and  work 
harder,  they  study  computers,  they 
hustle  for  a  shopping  center  and  a  new 
road,  they  build  a  museum  for  tour- 
ists. Decay?  Despair?  That's  maybe 
10%  of  the  story.  H 
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Charlie's  a  good  salesman.  But  somehow, 
not  quite  as  good  as  he  used  to  be. 
He's  missing  orders. 

Getting  back  to  prospects  just  a  little  too 
late  to  get  the  business. 

He's  being  beaten  up  and  beaten  down 
by  competitors  who  get  faster,  more  accurate, 
more  timely  information  than  he  does. 


And  it  isn't  even  his  fault. 

The  average  executive  now  handles  h 
quantities  of  paper  every  day. 

If  a  salesman  like  Charlie  gets  a  few  d 
behind,  it's  murder  trying  to  catch  up. 

As  John  Naisbitt,  author  of  Megatrenc 
puts  it:  "We  aren't  starving  for  information. 

We're  drowning  in  it." 


AIS/American  Bell  has  some  solutions. 

We  offer  advanced  information  systems 
work  right  off  your  phone. 

And  we're  committed  to  helping  your 
pany  make  every  moment  more  productive. 

Call  toll-free:  1-800-AIS-1212,  Ext.  22. 

We  can  help  stop  the  waste  of  time,  talent, 
brains  that  slows  down  so  many  businesses. 


We  can  help  your  company,  whatever  its 
size,  become  more  competitive. 

And  we  can  do  one  more  thing  that  you're 
sure  to  appreciate. 

Help  clear  Charlie's  desk. 

J||CZj|  American  Bell 

^■Itf  -=-  Advanced  Information  Systems 


When  planning 

a  major 
capital  project 


Successful  financing  of  major  projects  and 
capital  assets  depends  on  designing  its  structure 
as  much  as  on  procurement  of  the  funds. 

At  Lloyds  Bank  we  integrate  the 
professional  skills  with  the  international 
capability  to  build  a  whole. 

When  you  ask  us  to  join  in  planning 
your  project,  you  are  assured  of  responsible 
advice  on  the  right  financial  strategy.  And  you 
are  dealing  with  a  bank  able  to  support  its 
advice  with  a  substantial  commitment 
of  funds. 

Our  professionals  will  design  a  financing 
structure  to  suit  the  equity  and  the  projects 
earning  capacity,  identifying  and  assessing  the 
financial  risks.  Where  appropriate,  they  will 


the  right  advice 

and  finance 
comes  from  an 
integrated  bank 

devise  debt  structures  limiting  recourse 
against  the  sponsors. 

Our  experience  in  negotiating  with 
international  and  national  agencies  will 
maximise  the  benefit  to  the  project  of 
subsidised  official  finance  and  export  credit. 

Drawing  on  our  global  knowledge  of  the 
many  sources  and  methods  of  finance,  we  will 
bring  the  project  to  the  markets  for  its 
successful  financing. 

Wherever  you  deal  with  us,  you  secure 
the  fast  and  sure  response  that 
gives  you  the  edge. 

Lloyds  Bank 
International 


Quaker  State  Oil  has  eschewed  both  fast 
growth  and  diversification.  And  wouldn't 
other  oil  companies  love  to  match  Quak- 
er's current  profitability. 


Hurray  for 
cheaper  oil 


Quaker  State  Chairman  and  Chief  Executive  Quentin  Wood 
Conservative  about  everything  but  marketing  motor  oil. 


By  Jean  A.  Briggs 

Some  companies,  like  some  peo- 
ple, always  think  the  grass  is 
greener  on  the  other  side  of  the 
fence.  Not  Chairman  and  CEO  Quen- 
tin Wood's  Quaker  State  Oil  Refining 
Corp.  It  has  never  tried  to  grow  rapid- 
ly, leverage  itself  or  diversify  widely. 
It  has  never  moved  its  headquarters 
out  of  Oil  City,  Penna.,  less  than  20 
miles  from  where  Colonel  Edwin 
Drake  drilled  the  world's  first  oil  well, 
in  1859.  For  70  years,  Quaker  State 
has  concentrated  on  making  the  U.S.' 
most  prestigious  motor  oil. 

Sleepy,  complacent?  Not  quite. 
Quaker  State  is  a  classic  example  of  a 
company  that  has  found  itself  a  cozy 
market  niche  and  filled  it  well.  Today 
one  out  of  every  five  American  motor- 
ists prefers  Quaker  State  over  those 
brands  usually  sold  more  cheaply  by 
the  majors.  Fueled  chiefly  by  this  sin- 
gle product  line,  its  sales  are  ap- 
proaching $1  billion  a  year. 

And  now  Quaker  State  finds  itself 
beautifully  positioned  to  profit  from 
falling  oil  prices.  Because  it  buys  76% 
of  its  crude  from  outside,  its  raw  ma- 
terial costs  stand  to  drop  substantially 
this  year.  Earnings,  up  40%  last  year, 
to  $1.77,  should  be  in  the  neighbor- 
hood of  $2.30  in  1983,  for  a  return  on 
stockholders'  equity  of  20%.  Not  sur- 
prisingly, the  company's  stock  has 
been  strong.  At  a  recent  175/k,  it  had 
just  about  doubled  from  last  year's 
low  of  9%  in  a  market  that  has  not,  in 
general,  been  kind  to  oil  shares. 

Whereas  the  average  oil  company 
gets  less  than  5%  of  its  revenue  from 
motor  oil,  Quaker  State  gets  about 
50%.  For  most  of  the  companies  it  is  a 
by-product,  something  left  over  from 
their  production  of  fuel.  Quaker 
State's  secret  is  its  quality  image, 
which  traces  back  70-odd  years. 

Here's  how  it  happened.  The  long- 
extinct  Franklin  car  had  a  high-tem- 
perature, air-cooled  engine.  Around 
1913  its  maker  was  searching  for  a 
motor  oil  that  would  hold  up  better 
than  the  ones  then  on  the  market.  An 
entrepreneur  in  northwestern  Penn- 
sylvania developed  a  product  and 
named  it  Quaker  State  Oil.  The 
Franklin  Automobile  Co.  was  so 
pleased  that  it  recommended  it  to  ev- 
ery purchaser  of  its  cars.  It  went  fur- 
ther: It  provided  every  buyer  with  a 
flat  gallon  can  of  the  stuff  and  a  space 
under  the  driver's  seat  to  store  it. 

What  a  send-off!  The  young  com- 
pany didn't  fail  to  capitalize  on  it.  It 
placed  its  first  national  advertisement 
in  the  Saturday  Evening  Post  in  1915 
extolling  the  virtues  of  oil  made  from 
Pennsylvania-grade  crude. 
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Tlx-  origins  of  Pennsy  lvania  Grade 
The  world's  first  oil  well  (1859)  at 
Titus ville,  above.  Quaker  State  cap- 
italizes on  an  endorsement  (right) 
in  the  Saturday  Evening  Post.  1915. 

Most  people  have  forgotten,  but 
Pennsylvania  was  the  birthplace  of 
the  oil  industry.  Oil,  then  a  mysteri- 
ous substance  often  used  in  patent 
medicine,  seeped  to  the  surface  of  Oil 
Creek  near  the  spot  where  Edwin 
Drake,  an  unemployed  railroad  con- 
ductor, drilled  that  first  oil  well. 
Thousands  of  people,  including  lohn 
D.  Rockefeller,  flocked  to  western 
Pennsylvania  to  seek  their  fortunes. 
They  drilled.  They  shipped  their  oil 
first  in  barrels  on  barges  down  Oil 
Creek  to  Oil  City  and  later  by  pipeline 
and  railroad.  Then  most  of  them 
moved  on  to  bigger  oil  patches.  But 
not  Quaker  State. 

Quaker  State  had  good  reason  to 
stay  home.  Oil  found  in  western 
Pennsylvania,  eastern  Ohio,  western 
New  York  and  West  Virginia  is  differ- 
ent from  other  oil.  Called  Pennsylva- 
nia Grade,  it  has  a  paraffin  rather  than 
an  asphalt  base,  which  makes  it 
green-gold  in  color  rather  than  black. 
More  important,  33%  of  every  barrel 
can  be  turned  into  motor  oil,  as  op- 
posed to  3%  of  oil  from  fields  in  such 
places  as  Texas,  Oklahoma  or  Saudi 
Arabia.  Even  today  a  barrel  of  gasoline 
is  worth  only  about  S40;  a  barrel  of 
motor  oil,  S200. 

For  many  years  Quaker  State 
bought  nearly  all  the  crude  it  put 
through  its  refineries.  But  after  oil 
prices  started  escalatmg  in  the  early 
1970s,  it  began  an  exploration  and 
drilling  program  of  its  own.  It  now 
supplies  24%  of  its  own  needs.  "We 
drilled  300  wells  within  a  50-mile  ra- 
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dius  of  here  last  year,"  explains  Wood. 
"Of  course,  they're  shallow  wells,  rel- 
atively inexpensive  to  drill  and  pro- 
duce less  than  10  barrels  per  day,  but 
they  add  to  reserves.  They're  impor- 
tant to  us  because  we  refine  only 
22,000  barrels  a  day.  A  major  would 
refine  200,000  to  400,000  barrels  per 
day  in  each  facility." 

In  recent  years  Quaker  State  has 
labored  under  a  handicap  that  has 
now  been  lifted.  When  federal  price 
controls  were  imposed  on  all  petro- 
leum products  in  August  1971,  they 
hit  Quaker  State  especially  hard  be- 
cause it  was  treated  like  the  others. 
Prices  were  set  in  such  a  way  that 
margins  were  squeezed  in  motor  oil,  a 
minor  item  for  most  companies.  Says 
Wood:  "We  were  supposed  to  recover 
the  costs  in  the  price  of  gasoline,  but 
we  weren't  enough  of  a  factor  in  that 
market."  As  a  result  Quaker's  profit 
margins  were  cut  by  two-thirds,  from 
9%  to  3%,  and  earnings  stagnated 
from  the  mid-1970s. 


But  price  controls  are  now  a  thing  ol 
the  past,  and  Quaker  State  can  reap 
fuller  benefits  from  the  marketing 
skills  that  have  always  been  its  major 
strength.  For  example,  in  the  mid- 
1960s  when  mass  merchandisers  such 
as  K  mart,  Zayre  and  Target  became 
interested  in  selling  motor  oil,  Quak- 
er State  was  perhaps  the  first  refiner 
to  make  its  product  readily  available 
to  them.  It  is  hard  to  overestimate  the 
importance  of  that  move.  Today  65% 
of  all  motor  oil  is  sold  through  mass 
merchandisers.  Fifteen  years  ago  less 
than  5%  was  sold  that  way,-  by  far  the 
bulk  of  it  still  moved  through  service 
stations. 

Retailers  love  Quaker  State.  Pric- 
ing, of  course,  varies  from  market  to 
market.  But  a  quart  of  its  motor  oil 
might  sell  for  SI. 02  vs.  92  cents  for  a 
quart  of  ordinary  oil.  This  allows 
higher  margins  to  the  retailer,  who 
can  either  pocket  the  difference  or 
sacrifice  it  to  promote  the  product  as  a 
loss  leader.  "Serving  that  [retail]  mar- 
ket is  one  reason  we've  been  able  to 
remain  number  one  in  the  motor  oil 
business,"  says  Wood. 

Quaker  State's  market  share  has 
risen  steadily  over  the  last  20  years, 
but  the  company  has  never  breathed 
easy.  Says  Wood:  "Each  year  you  have 
to  start  out  as  though  it's  a  new  ball 
game.  You  have  to  reshape  your 
thinking  and  your  programs  to  main- 
tain momentum." 

This  year,  for  example,  the  com- 
pany is  offering  new  packaging.  It  is 
selling  retailers  a  cardboard  tray  hold- 
ing 12  quarts  of  oil  with  a  plastic 
covering.  The  idea  is  to  induce  cus- 
tomers to  grab  the  whole  package 
rather  than  only  one  or  two  quarts. 
"We're  conservative  about  everything 
except  marketing  our  motor  oil," 
Wood  likes  to  say. 

What's  next  for  the  stay-at-home 
company?  The  company's  major  di- 
versification move,  the  purchase  of 
Valley  Camp  Coal  in  1976,  has  been 
disappointing.  But  Wood  is  pleased 
with  some  of  the  smaller  purchases, 
closer  to  its  own  business.  Com 
Brothers,  a  Georgia-based  distributor 
of  auto  accessories  and  motor  oil,  and 
Tex  Star  Automotive  Group,  a  St. 
Louis-based  blender  packager  of  pri- 
vate-label brand  motor  oil,  have  been 
more  successful.  "Any  further 
moves,"  says  Wood,  "would  be  in 
similar  directions." 

It's  an  unusual  and  wise  manage- 
ment that  knows  how  to  stay  with  a 
good  thing  rather  than  trying  to 
branch  out  into  something  new  every 
time  it  runs  into  difficulty.  Or,  put  it 
this  way:  Cash  cows  are  not  just  for 
milking.  ■ 
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Fitting  industrial  space  to 
your  company's  growth  is  tough 
these  days.  A  smaller  state  may 
well  give  you  a  better  fit  — 
because  Delaware  has  everything 
to  offer  except  square  miles. 
Forty-eight  states  are  bigger  than 
we  are,  but  52%  of  the  Fortune 
500  are  incorporated  here. 

Our  business  leaders  and 
government  officials  work  as 
partners  in  Delaware.  We  encour- 
age initiative  with  tax  breaks  and 
the  most  enlightened  corporation 
laws  in  America.  Recent  incentives 


give  start-ups  and  relocations 
even  more  potential. 

Our  workers  are  unmatched 
for  skill,  stability,  and  productivity. 
Our  quality  of  life  and  leisure 
attracts  and  holds  key  people. 

Geography  works  for 
Delaware,  too.  We're  in  the  heart 
of  the  mid-Atlantic  seaboard,  half- 
way between  Washington  and 
New  York.  More  than  40%  of  all 
American  consumers  live  within 
350  miles.  It's  a  strategic  location. 
Yet  Class  A  Industrial  plant  sites 
sell  for  an  average  of  46C  per 


square  foot,  and  construction  costs] 
are  among  the  lowest  in  America. 

Choice  sites  are  available. 
Contact  us  . . .  we're  not  talking 
through  our  hat. 

Delaware  Development  Office 
Dept.  B100,  99  Kings  Highway 
Box  1401,  Dover,  Delaware  19901 
(302)  736-4271 

9EIAWARE 

SMALL  WONDER  X 


 BEIAWARE 

SMALL  WONDER  X 

MALL  STATE,  BIG  ON  BUSINESS 


or  a  state  smaller  than  Yellowstone 
Dnal  Park  and  with  a  population  less 
Memphis,  Delaware  has  a  remark- 
role  in  the  world  of  business, 
e's  one  corporation  for  every  four 
)le  living  here.  More  than  half  the 
jne  500  and  a  total  of  148,000  com- 
es make  Delaware  their  legal  home, 
ar  indication  that  Delaware's  busi- 
residents  know  the  state  has  some 
oldest  and  most  enlightened  cor- 
don laws  in  America, 
usinesses,  small  and  large  alike, 
that  Delaware  gets  things  done, 
vernment  officials  here  are  accessi- 
says  Republican  Governor  Pierre 
aete"  du  Pont.  "We  listen,  and  we 
Red  tape  is  minimal,  and  coopera- 
tives between  all  levels  of  govern- 
t.  Both  political  parties  here  are 
igly  committed  to  business 
9lopment." 


i  re  ready  to  implement  programs  to  keep  this 
i!nentum  going,  to  attract  and  hold  new  busi- 
sesl'  Pierre  S.  "Pete"  du  Pont,  Governor. 

n  Delaware,  the  business-govern- 
nt  partnership  is  a  working  tradition, 
just  a  promotional  phrase.  Strong, 
active  coalitions  have  expanded  and 
jngthened  the  state's  economy,  with 
ble  results.  In  growing  numbers  new 
npanies  are  moving  operations  to 
'laware  because  of  the  stable  financial 
■nate  and  pro-growth  legislation. 


Delaware  is  strategically  located  midway  between  Wall  Street  and  Capitol  Hill,  with  40  percent  of 
America's  population  within  350  miles. 


FINANCIAL  INSTITUTIONS  BANKING 
ON  DELAWARE 

A  dramatic  example  of  this  can  be 
found  in  Delaware's  1981  Financial  Cen- 
ter Development  Act,  which  helped  to 
precipitate  broad  changes  in  nationwide 
banking  and  financial  services.  The  Act 
removed  artificial  limits  on  interest  rates, 
invited  out-of-state  bank  holding  com- 
panies to  set  up  operations,  and  estab- 
lished a  novel  method  of  taxation  which 
encourages  these  firms  to  grow  their 
Delaware  subsidiaries  as  large  as 
possible. 


Following  this  and  subsequent  legis- 
lation, 13  major  financial  institutions  have 
set  up  operations  in  Delaware.  Manu- 
facturers Hanover,  Chemical  Bank, 
Provident  Bank,  Maryland  Bank,  N.A. 
and  others  are  now  using  Delaware  as 
their  headquarters  for  marketing  new 
services  nationwide.  One  year  after  the 
first  charter  was  granted  under  the  Act, 
these  newcomers  employed  more  than 
1 ,500  Delawareans,  a  number  state 


COVER:  The  original  DuPont  Company  black 
powder  mills  on  the  banks  of  the  Brandywine 
River  are  now  part  of  Delaware's  famous 
Hagley  Museum. 


officials  expect  to  double  in  the  second 
year.  During  that  first  year,  bank  equity 
capital  doubled,  and  Delaware's  bank 
assets  rose  by  more  than  $3.5  billion. 
Anticipated  office  requirements  have  set 
off  an  unprecedented  building  boom  in 
Wilmington  and  other  locations  through- 
out the  state. 

Walter  Wriston,  Citicorp  Chairman, 
notes  that,  "It  has  been  a  very  rare  thing 
for  us  to  meet  government  officials  who 
have  been  so  forthcoming,  so  coopera- 
tive and  so  welcoming.  Our  move  here 
worked  out  in  the  shortest  time  frame 
possible." 

Irving  S.  Shapiro,  former  DuPont 
Company  chairman  and  a  prime  mover 
in  the  state's  efforts  to  attract  the  banks, 
elaborates:  "Delaware  is  now  thought  of 
first  when  businessmen  consider  mov- 
ing operations.  Our  continuing  chal- 
lenge is  for  Delaware  to  anticipate 
changing  conditions  in  the  broad  finan- 
cial services  markets,  to  be  first  to 
address  these  institutional  needs,  and  to 
offer  companies  a  home  base  from 
which  to  conduct  their  new  programs." 

$1  BILLION  IN  BUSINESS 
COMMITMENTS 

In  addition  to  financial  institutions, 
Delaware  is  home  to  a  wide  range  of 
manufacturing  and  service  companies. 

Avon,  for  example,  has  used  the 
State's  key  geographic  location  to 
establish  its  first  fully  automated  ware- 
house and  distribution  facility  near 
Newark,  Delaware. 

General  Motors  has  produced  cars  at 
the  Boxwood  plant  in  Wilmington  for 
more  than  30  years  and  it  has  estab- 
lished its  own  tradition:  The  facility  con- 
sistently ranks  as  the  most  productive  in 
the  entire  G.M.  network.  Chrysler  chose 
its  Newark  plant  for  a  $60  million  mod- 
ernization, and  the  company's  first 
"K-car"  rolled  off  this  newly  rebuilt  pro- 
duction line  in  September,  1980. 

Getty  Oil  is  investing  more  than  $330 
million  to  improve  its  Delaware  City 
refinery. 

Edward  Jefferson,  DuPont  Chair- 
man, describes  his  company's  recent 
actions:  "DuPont,  like  many  others 


which  have  been  in  the  state  a  long 
time,  is  encouraged  by  the  economic 
development  momentum  generated 
when  the  public  and  private  sectors 
work  in  tandem.  The  bottom  line  is  that 
DuPont  sees  Delaware  as  a  good  place 
in  which  to  grow.  We're  demonstrating 
our  continuing  commitment  by  investing 
more  than  $230  million  in  new  research 
and  production  facilities  within  the 
state." 

Conoco 's  corporate  headquarters  will 
soon  move  to  Wilmington  from  Stam- 
ford, Connecticut.  W.  L.  Gore  &  Associ- 
ates, makers  of  GORE-TEX  fabrics, 
makes  its  home  outside  Newark,  Dela- 
ware. American  International  Group, 
CIGNA,  and  Beneficial  Corporation 
have  chosen  Delaware  for  new  or 
expanded  regional  offices. 

Perdue  Farms  has  doubled  its  opera- 
tions in  Georgetown,  Delaware,  and 
now  has  1 ,000  employees  there.  Scott 
Paper  is  completing  another  production 
line  at  its  Dover  plant. 

In  all,  during  the  18  months  from 
June  1981  to  December  1982,  Delaware 
saw  more  than  $1  billion  in  new  capital 


commitments.  This  growth  helps  to 
explain  the  fact  that  in  1982,  Delawan 
employment  grew  by  more  than  2  pei 


"We're  demonstrating  our  continuing  commit- 
ment by  investing  more  than  $230  million  in  ne» 
research  and  production  facilities  within  the  sta: 
Edward  G  Jefferson,  DuPont  Chairman. 


Bankers  and  brokers  all  across  America 

wish  they  could  offer  you 
an  account  as  good  as  Girard's  GAMMA. 

GAMMA, 

the  George  Asset  and  Money  Management  Account® 
brings  exciting  new  productivity 
to  money  management. 


No  other  bank,  savings  &  loan  or  brokerage  firm  can 
give  you  a  money  management  account  with 
GAMMA's  wide  range  of  investment,  savings  and  bor- 
rowing options: 

Discount  Securities  Trading.  If  you  already  know 
which  stocks  and  bonds  to  buy  or  sell,  you'll  save  up  to 
70%  on  brokerage  fees  by  trading  through  Girard. 
You'll  also  know  exactly  how  much  it  costs  to  buy  or 
sell  shares  because  of  our  simplified  fee  structure.  And 
with  GAMMA,  you  can  trade  securities  by  push-button 
telephone,  toll  free  from  anywhere  in  the  U.S. 

VISA®  Premium.  With  this  special  gold  credit  card, 
you  can  get  a  line  of  credit  up  to  $25,000.  Other  bene- 
fits include  $400,000  in  travel/accident  insurance. 

Asset  Management  Account.  Just  $10,000  in  cash  or 
marketable  securities  opens  this  unique  custodian 
account.  Whether  you  invest  $10,000  or  $100,000  in 
cash  or  marketable  securities,  you'll  get  services 
unmatched  by  any  brokerage  firm.  You  can  choose 
from  three  high-yield  investments:  a  tax-free  fund,  a 
money  market  mutual  fund  or  an  FDIC-insured  Girard 
bank  deposit.  Each  is  totally  liquid.  You  can  withdraw 
money  or  change  funds  anytime  without  penalty. 
GAMMA  automatically  sweeps  idle  cash,  interest/ 
dividend  earnings  and  stock  sale  proceeds  into  your 
investment  accounts.  You  also  get  complete  profes- 
sional portfolio  services  including  monthly  reports  and 
an  annual  investment  summary  that  makes  tax  prepara- 
tion easier. 


GAMMA  orchestrates  your  money 
for  maximum  income. 


A  high-yield,  FDIC-insured  Money  Market  Account. 

Keep  just  $2,500  in  this  option  to  earn  high  yields  with 
unmatched  liquidity  and  access  to  your  money. 

A  Transaction  Account  with  a  line  of  credit.  You  get 

unlimited  checkwriting  with  no  minimum  balance. 
Funds  from  this  account  can  be  automatically  trans- 
ferred into  other  GAMMA  investment  options  so  they 
earn  high  money  market  yields.  A  pre-arranged  line  of 
credit  protects  you  from  check  bouncing. 

GAMMA  also  gives  you  instant  access  to  your  money 
through  unlimited  checkwriting,  Automatic  Transfer 
and  George  Bank-By-Phone,  toll-free  from  anywhere  in 
the  country.  In  Delaware,  Pennsylvania  or  New  Jersey, 
you  can  get  to  your  money  through  hundreds  of 
George  Machines.  And  soon  you'll  have  access 
through  an  automated  teller  network  that  will  cover 
many  major  cities  in  the  U.S.! 

Don't  settle  for  an  ordinary  bank  or  brokerage  account 
when  you  can  have  a  complete  money  management 
system  with  GAMMA.  GAMMA  options  work  together 
to  orchestrate  all  your  money  so  each  dollar  earns  max- 
imum income  for  you. 

GAMMA  is  available  exclusively  through  Girard,  one  of 
the  nation's  major  trust  providers  and  a  leader  in  elec- 
tronic financial  services.  Send  in  the  coupon  today  to 
learn  all  the  advantages  of  GAMMA. 


Name  

Address. 
City  


GIRARD  BANK 


Please  send  me  details  about 
GAMMA  and  the  information  I  need 
to  open  my  account  at  home. 


.State. 


-Zip- 


Mail  to  Girard  Bank,  RO.  Box  2908,  § 
Warminster,  PA  18974 

I  1. 


Many  states  claim  to  have  all  the 
answers,  but  sometimes  they're  not 
he  ones  business  wants  to  hear. 
Complex  regulations  and  proce- 
dures are  often  as  likely  to  inhibit  en- 
erprise  as  they  are  to  promote  it.  But 
n  Delaware  this  is  not  the  case. 

We're  CIGNA,  a  company  with  in- 
surance and  financial  service  sub- 
.idiaries  around  the  world.  When  we 
ecently  faced  the  difficult  job  of 
consolidating  a  number  of  our  facili- 


ties, we  worked  closely  with  the  State 
of  Delaware. 

And  instead  of  having  to  deal  with 
a  myriad  of  regulations  and  bureau- 
cratic procedures,  we  dealt  with 
people.  Instead  of  a  runaround,  we 
got  cooperation.  We  got  results. 

It  is  a  tribute  to  Delaware's  positive 
business  environment  that  CIGNA's 
Property  and  Casualty  Group  chose 
Wilmington  as  the  location  of  its 
newly  completed,  27-million-dollar 


Brandywine  office  facility. 

So  we're  running  this  ad  to  say, 
"Thank  You  Delaware."  And  to 
spread  the  word  about  Delaware 
hospitality.  While  some  people  mc 
find  this  kind  of  cooperation  from  c 
state  government  surprising,  we  gc 
just  what  we  expected.  After  all,  01 


business  ties 
here  go 
back  almost 
200  years. 


SMALL  WONDER 


Recent  Strength 
in  Employment  Growth 


I     I  Delaware 

U.S.  Average 


73   74  75   76   77   78   79   80    81  82 

Sources  Ottanant  Department  ol  Labor  ana  U  S  OepJdme 


loyment  in  Delaware  gained  2.2%  in  1982, 
nationwide  it  declined  1 .6%. 

,  while  the  nation's  was  falling  by 
ethan  IV2  percent. 

OOPERATION,  ACCESSIBILITY 
KEYS  TO  SUCCESS 

elaware's  uniquely  effective  busi- 
s-government  partnership  tran- 
nds  political  affiliations  and  parochial 
rests. 

Cooperation  between  the  public  and 
ate  sectors  is  the  best  I've  seen  in 
12  years  I've  been  in  the  General 
embly"  attests  Democrat  Richard  S. 
drey,  long-time  leader  of  the  Dela- 
e  State  Senate. 

rivate  sector  leaders  in  this  new 
lition  have  been  the  State's  Cham- 
of  Commerce  and  the  Delaware 
mess  Roundtable,  a  group  pat- 
ed  after  the  national  organization, 
e  see  ourselves  as  a  resource  avail- 
to  all  elected  officials,"  says  Round- 
hie  Chairman  William  Copeland. 
knyone  can  come  to  us  for  business 
put  on  economic,  political  or  social 
flues.  They  can  call  us  this  afternoon, 
id  we'll  meet  them  tomorrow  morning 
l  breakfast."  Copeland  is  President 
(Id  C.E.O.  of  Continental  American  Life 
insurance  Co.,  which  is  building  a  new 
M3  million  headquarters  just  south  of 
i  Imington. 

!  i  This  willing  spirit  is  fed  by  the  knowl- 
1  ge  that  decisions  and  actions  can  be 

ade  and  implemented  faster  in  Dela- 
I  ire,  because  of  its  small  size. 

When  the  out-of-state  banks  were 
;pking  to  expand  to  Delaware,  New 
Ijstle  County  Executive  Rick  Collins 
lys  their  officials  were  most  impressed 


when  they  could  "sit  in  the  Governor's 
office  and  talk  to  leaders  in  the  legisla- 
ture, business  community  and  orga- 
nized labor.  We  got  them  all  together  in 


a  matter  of  hours."  Collins  adds,  "In 
other  potential  locations,  the  banks  told 
us,  they  were  lucky  if  they  could  talk  to  a 
single  representative." 
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Improving 
your  bottom  line 
is  our  top  priority. 


i 


Improved  management  of  taxable 
corporate  portfolios. 
Less  for  the  IRS,  more  for  you. 

At  Wilmington  Trust,  portfolio  manage- 
ment is  a  specialty,  not  a  sideline. 
Which  is  why  our  Investment  Advisory 
managers  better  understand  the  intrica- 
cies of  variable  tax  rates  on  portfolio 
earnings. 

With  the  sophistication  you'd  expect 
from  Delaware's  largest  bank,  we  man- 
age our  clients'  portfolios  with  one  goal: 
to  enhance  their  after-tax  portfolio  return. 

We  can  deal  in  common  stocks,  fixed 
income  investments,  creative  option 
strategies  or  cash  management. 
But  always,  your  bottom  line  will 
benefit  from  our  commitment  to 
personal  service,  quality  invest- 
ments and  our  consistent  record 
of  superior  performance. 

WILMINGTON 
TRUST 


Improved  controlled  cash 
disbursement. 

What  a  difference  a  day  makes — for  you. 

Our  Delaware  location  creates  a  delay 
of  a  day  before  the  checks  you  write 
are  cleared  for  payment. 

We've  taken  full  advantage  of  our  location 
by  implementing  an  automated  disbursal 
system  which  lets  you  maintain  a  zero 
balance  in  your  disbursement  account 
until  the  day  payment  is  required.  This 
significantly  increases  your  earning  as- 
sets. Not  to  mention  your  bottom  line. 

To  see  documented  case  histories  of 
how  Wilmington  Trust  has  helped  cor- 
porations improve  their  bottom 
line,  call  David  W.  Umbs,  Vice 
President,  302-651-1995. 


The  energy  that 
keeps  Delaware 
moving  forward 
is  supplied  by... 


Delmarva 


If  you're  thinking  of 
moving  your  business  to  Delaware, 
share  our  experience. 

Early  in  1982,  Provident  of  Delaware  Bank, 
N.A.,  a  subsidiary  of  PNC  Financial  Corp,  opened 
for  business  in  Wilmington,  Delaware.  Both  prior 
to  and  since  that  event,  we  have  enjoyed  the  utmost 
cooperation  and  hospitality  provided  by  both  public 
and  private  sectors  in  Delaware.  We'll  be  happy 
to  tell  you  about  this  extremely  pleasant  experience 
in  detail.  Just  give  us  a  call. 

Call  us.  (302)  651-7003 


PROVIDENT  OF  DELAWARE  BANK,  N.  A. 

105  FOULK  ROAD,  WILMINGTON,  DELAWARE  19803 
A  wholly-owned  subsidiary  of  PNC  Financial  Corp 


SMALL  WONDERI 


BUSINESS  ORIENTED  BY 
TRADITION 

Delaware's  leadership  spirit  is  notil 
ing  new.  In  1787,  Delaware  was  the  fi 
to  ratify  the  United  States  Constitutioil 
earning  the  nickname  "The  First  Stall 

American  industry  grew  up  on  the  I 
banks  of  northern  Delaware's  Brand>J 
wine  River.  E.  I.  du  Pont,  Joseph  Ban- 
croft, and  Henry  Canby  built  gunpow<l 
wool,  and  gram  mills  here  in  the  earlyj 
19th  Century.  Wilmington's  proximity 
Philadelphia,  its  location  on  the  Dela- 
ware River,  and  its  central  position  om| 
the  Atlantic  Seaboard  all  made  com- 
merce a  natural  livelihood. 

Historically,  Delaware's  corporator! 
laws  have  strongly  supported  the  stat  | 
business  residents.  In  fact,  Delaware 
one  of  only  four  states  in  the  country  I 


1 


Getty  Oil  is  investing  more  than  $330  million  to 
update  and  improve  its  Delaware  City  refinery. 

retain  a  court  of  equity,  widely  acknowl 
edged  for  its  quick  and  enlightened 
decisions  on  corporate  cases. 

Today,  blue  chip  corporations  includ 
ing  American  Life  Insurance  Company 
Columbia  Gas,  DuPont,  Hercules,  and 
ICI  Americas  find  Delaware  the  ideal 
strategic  location  for  their  headquarter; 
More  than  40  percent  of  the  nation's 
population  lives  within  350  miles,  plac- 
ing Delaware  at  the  crossroads  of  majc 
highway,  rail,  air  and  sea  transportation 
routes. 

By  Amtrak's  Metroliner,  Wilmington 
only  90  minutes  from  Wall  Street  to  the 
North  and  Capitol  Hill  to  the  South.  Del- 
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Today's  Du  Pont. 

Still  committed  to 
making  a  difference 


Today's  DuPont  is  much  more 
than  a  chemical  company,  These  days 
we're  involved  in  more  high-technology 
growth  areas  than  ever  before,  from  life 
sciences  to  electronics,  from  energy  to 
high-performance  polymers. 

But  one  thing  about  Du  Pont  remains 
the  same— our  continuing  commitment  to 
scientific  and  engineering  research. 

Whether  it's  developing  fibers  and 
plastics  as  strong  as  they  are  light  or 
finding  ways  to  pump  more  oil  from  p- 


Du  Pont  s  commitment  to  making  a  difference 
and  to  doing  business  in  Delaware-is  reflected  in 
the  $85  million  life-sciences  research  complex 
under  construction  near  Wilmington,  Delaware. 


an  old  field,  we're  always  trying 
to  push  our  horizons  just  a  little  bit 
further. 

Du  Pont  makes  a  lot  more  than 
chemicals  these  days,  but  when  you  get 
right  down  to  it,  we  still  make  the  one  thing 
that's  really  worth  making-a  difference. 

To  find  out  the  differences  DuPont  is 
making  in  today's  world,  write  for  a  copy 
of  our  1982  Annual  Report.  E.I.  duPont 
de  Nemours  and  Company,  Division  F, 
Wilmington,  DE  19898. 
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Better  Things 
for  Better  Living 


aware 's  containerized  seaport  is  only 
five  minutes  from  the  city.  And  it  is 
easier  for  many  Delaware  residents  to 
reach  Philadelphia  International  Airport 
than  it  is  for  most  residents  of  the  "City 
of  Brotherly  Love." 

As  home  to  more  than  ten  major 
chemical  plants,  Delaware  has  devel- 
oped effective  means  for  dealing  with 
industrial  wastes.  Utilities — electricity, 
coal,  water,  sewer,  and  natural  gas — are 
amply  available  for  industrial,  commer- 
cial, and  residential  use. 

WIDE-RANGING  BUSINESS 
INCENTIVES 

Innovative  public  financial  support 
has  been  a  significant  factor  in  Dela- 
ware's renewed  growth.  In  Wilmington, 
for  example,  tax  dollars  and  liberal 
financial  incentives  have  spurred  devel- 
opment of  two  "Gateway"  sections  of 


the  city  as  the  basis  for  a  major  down- 
town renaissance.  New  buildings  in  the 
"Christina  Gateway"  near  the  city's 
classic  Victorian  Amtrak  station, receive 
10-year  city  and  county  tax  abatements, 
which  can  translate  into  a  $2  million 
savings  for  a  $30  million  project. 

Development  of  the  "Brandywine 
Gateway"  was  prompted  by  the  deci- 
sion of  Hercules  to  build  a  striking  new 
headquarters  overlooking  the  historic 
Brandywine  River.  All  levels  of  govern- 
ment joined  to  make  the  development 
possible,  an  example  of  teamwork 
which  Hercules  Chairman  Alexander 
Giacco  dubbed,  "Unprecedented!" 

A  keystone  in  the  success  of  this  proj- 
ect was  Wilmington's  ability  to  win  fed- 
eral support  under  the  Urban  Develop- 
ment Action  Grant  (UDAG)  program.  In 
fact,  Wilmington  is  the  most  successful 
city  for  its  size  in  leveraging  these  funds. 

"We've  helped  finance  $234  million 


in  various  investment  projects  over 
past  three  years  using  public  funds, 
says  Wilmington  Mayor  William  T. 
McLaughlin.  "It  has  meant  a  vast 
improvement  in  the  city's  economic 
vitality." 
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AMPLE  SPACE,  WILLING  WORK 

0. 

Touched  off  by  the  infusion  of  fins  n 
cial  institutions,  new  office  construe!  stcs; 
in  Wilmington  and  surrounding  subu  ware 
has  run  counter  to  the  building  slumps' 
elsewhere.  Available  Class  A  office 
space  will  reach  one  million  square 
by  the  end  of  1983 

This  construction  boom  is  backec 
solid  economics:  Class  A  office  spac^tc 
averages  $16  per  square  foot  in 
Wilmington,  compared  to  $19  in  Bait 
more  and  Philadelphia,  $23  in  Wash 
ton,  D.C.,  and  $45  in  New  York  City,  m 
In  addition,  construction  costs  in 
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The  Complete  One. 


The  1983 

Chrysler  New  Yorker  Fifth  Avenue  -  complete 
with  43  luxury  features  standard-is  the 
best  luxury  car  value  in  America.  $12,792* 

The  New  Yorker  Fifth Avenue  is  completely  equipped  with 
•.features  standard:  60/40  Cloth  &  Vinyl  seats  with 

»5tes.  title  and  destination  charges  extra.  Comparison  based  on  sticker  prices 


Passenger  Reel  iner*  Air  Conditioning  'Automatic  Transmissifl  J 

•  Power  Steering  •  Power  Front  Disc  Brakes  •  WSW  Steel  Belt  V 
Radials  •  Premium  Wheel  Covers  •  Electronic  Digital  Clol  ! 
■Special  Sound  Insulation  'Front  Torsion  Bar  Suspension  Syste 

•  Rear  Window  Defogger  •  Halogen  Headlamps  •  Dual  Remo  i 
Mirrors  •  Premium  Plush  Pile  Carpeting  •  Trunk  Dress  Up  •  Tr  i 

of  comparably  equipped  vehicles  excluding  other  Chryslers.  "Whichever  comes  first.  Limii 
comparison.  Actual  mileage  may  differ  depending  on  spe< 
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lington  are  14  percent  lower  than  in 
average  American  city. 


elaware  companies  know  the 
's  enduring  business  tradition  is  in 
3  part  attributable  to  its  productive 
willing  work  force.  Delaware's  labor 
,  which  has  doubled  to  291 .000 
e  1970,  has  a  significantly  better 
ational  level  than  national  and 
Dnal  norms.  U.S.  Census  Bureau 
sties  show  that  the  productivity  of 
-    iware  workers  in  manufacturing 
:>j"  nesses  is  16  percent  higher  than  the 
Dnal  average.  In  an  era  when  work 
ipages  have  crippled  both  public 
private  organizations,  Delaware's 
>r  peace  has  become  the  envy  of  its 
hbors. 
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STATEWIDE  DEVELOPMENT 
OPPORTUNITIES 

)elaware's  growth  is  not  limited  to 
lington.  The  Greater  Wilmington 


Airport  in  suburban  New  Castle  County 
was  chosen  by  Citicorp  for  its  new  Dela- 
ware Operations  Center.  The  County 
government  plans  to  expand  this  suc- 
cessful asset  into  a  mixed-use  office/ 
light  industrial  park.  Near  Dover,  the 
state  capital,  a  large  office  and  residen- 
tial development  is  under  way,  with  a 
major  bank  as  its  anchor. 

First  Maryland  Bancorp,  another  of 
the  out-of-state  financial  institutions  to 
relocate  operations  to  Delaware, 
received  state  financial  assistance  to 
buy  a  300,000  square  foot  facility,  and 
now  employs  more  than  500  people  in 
downstate  Millsboro.  The  University  of 
Delaware's  College  of  Marine  Sciences 
at  Lewes  is  the  nucleus  for  a  planned 
research  park. 

Delaware's  strong  tax  incentives  and 
state  development  resources  are  readily 
available  for  new  or  expanding  busi- 
nesses. Qualifying  companies  receive 


state  corporate  income  tax  credits  for  up 
to  50  percent  of  their  tax  liability.  Each 
new  full-time  job  generates  a  credit  of 


Lt.  Governor  Mike  Castle  chairs  the  Governor's 
Task  Force  on  Small  Business,  which  has  effected 
significant  administrative  and  statutory  changes 
for  the  benefit  of  smaller  firms  in  the  State. 


Hercules  Incorporated  has  been  headquartered 
in  Delaware  for  over  70  years.  In  that  time,  we 
have  grown  from  a  one-line  powder  maker  to  a 
diversified,  worldwide  chemical  company. 

Today  Hercules  has  renewed  its  commit- 
ment to  Delaware  with  our  new  corporate 
headquarters  in  Wilmington.  This,  plus  our 
management  and  our  people  throughout 
the  world,  symbolizes  our  future  strength 
both  as  an  investment,  and  as  a  diversified 


worldwide  supplier  to  industry. 

Write  for  our  Annual  Report. 
Hercules  Incorporated,  Hercules  Plaza, 
Wilmington,  DE  19899, 
Attention:  Director,  Investor  Relations. 
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per  year  for  ten  years,  and  each 
I), 000  of  new  plant  and  equipment 
stment  nets  a  credit  of  $185  for  each 
ie  ten  years.  These  firms  also 
ifit  from  pro  rata  reductions  in  the 
e's  gross  receipts  tax  over  a  ten- 
schedule. 

mall  businesses  (firms  with  50  or 
[jsr  employees)  account  for  40  per- 
t  of  the  state's  private  sector  employ- 
it.  These  companies  find  strong  sup- 
from  State  and  local  governments 
veil.  A  task  force,  led  by  Lieutenant 
'ernor  Mike  Castle,  has  hammered 
a  series  of  changes  in  the  State's 
s  and  regulations  affecting  smaller 
is.  The  State  recently  enacted 
Hasures  to  reduce  unnecessary 
tfierwork,  and  Delaware  is  the  second 
le  in  the  nation  to  qualify  for  federal 
#t  assistance  to  small  businesses  at 
$s  lower  than  prime. 


DEVELOPMENT  OFFICE  AS 
CATALYST 

The  newly  created  Delaware  Devel- 
opment Office  is  a  focal  resource  for 
companies  considering  expansion  or 
relocation.  It  provides  economic  infor- 
mation and  a  wide  variety  of  financing 
assistance,  and  guarantees  quick 
access  to  the  infrastructure,  business 
permits,  and  training  programs  which 
any  business  needs. 

"We  view  our  job  as  putting  together 
the  best  package  possible  for  our  cli- 
ents," says  Nathan  Hayward  III,  Director 
of  the  Office. 

"In  a  changing  economy,  we  have 
helped  to  design  and  deliver  a  variety  of 
job  training  programs  to  meet  many 
employers'  requirements.  These 
include  start-ups,  continuing  education, 
and  complete  retraining  to  alleviate  job 
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skill  obsolescence." 

The  Office  also  maintains  a  complete 
index  of  available  industrial  and  office 
facilities,  arranges  confidential  site 
tours,  and  will  put  business  prospects  in 
touch  with  Delaware  firms  for  a  candid, 
off-the-record  discussion  of  the  pros  and 
cons  of  doing  business  here. 

STATE  ECONOMY  SHAPED  BY 
FISCAL  DISCIPLINE 

Delaware's  pro-growth  climate,  pro- 
ductive citizenry  and  conservative  fiscal 
policies  have  produced  a  stable,  healthy 
economy.  Moody's  Investors  Service 
cites  Delaware  as  one  of  only  two  states 
in  better  financial  shape  now  than  in  the 
mid-1970s.  Delaware's  debt  service  has 
been  reduced  from  almost  17%  of  the 
state  budget  in  1976  to  12%  in  1982, 
and  it  is  the  only  state  to  have  had  its 


Tames  T.  Towrey  &  Co 

*J  vJ  -1 — 4  /  INCORPORATED 

110  WALL  STREET,  NEW  YORK,  NY  10005    (212)  363-2000 

Financial  Advisor  to 
The  State  of  Delaware 


"Delaware... 


a 


good  place 

to  do 
business." 


Finn  M.  W.  Caspersen 
Chairman  of  the  Board 


IB  Beneficial  Corporation 

Wilmington,  Delaware  19899 
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bond  rating  improved  five  times  sinct 
1977. 

Fiscal  discipline  has  kept  Delawar 
state  spending  growth  lower  than  infll 
tion.  Constitutional  amendments  !imi 
state  appropriations  to  98  percent  of 
expected  revenues,  and  require  thret 
fifths  majorities  in  both  houses  of  the 
legislature  to  raise  existing  taxes  or 
impose  any  new  ones. 

Delaware  has  had  five  consecutivi 
budget  surpluses.  A  legally  required 
"rainy  day"  reserve  fund  accrues  the 
surpluses,  which  may  be  tapped  only 
cover  unexpected  revenue  shortfalls 


Delaware's  legislative  and  executive  branches 
together  maintain  a  tight  fiscal  discipline  for  the 
State.  The  budget  session  meeting  here  mcludi 
from  left:  Sen  Richard  Cordrey.  Rep  Charles 
Hebner,  Governor  du  Pont.  Rep  Orlando  Geor 
and  Sen.  Andrew  Knox: 


to  finance  tax  reductions.  At  the  end  o 
1982,  Delaware's  $50  million  reserves 
equalled  8  percent  of  the  budget,  the 
fifth  highest  position  of  any  state  in  the 
U.S.  The  General  Assembly  recently 
enacted  a  substantial  reduction  in  per 
sonal  income  taxes,  with  a  40  percent 
cut  in  the  upper  brackets. 

Complementing  the  recent  growth 
financial  services,  Delaware's  econorr 
shows  continuing  strength  in  manufac 


700 


State  Expenditures 
Growing  Less  Than  Inflation 


'76     77     78     79     80     81     82  83 
Fiscal  Years 


State  spending,  after  adjusting  for  inflation,  has 
actually  declined  in  the  past  seven  years. 


MR.PRESIDENT/CEO: 

s  yourM?  Finance  getting  the  numbers  he  needs, 
to  know  the  true  cost  of  running  your  fleet  of  trucks? 


(fohn  Rollins,  Jr.,  President/CEO,  RLC  Corp 
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ji  some  operations,  identifying  all 
le  costs  is  difficult  indeed.  The 
/ehicle  cost  analysis  we  use  at  Rollins 
dentifies  19  categories  of  fixed  over- 
lie ad  expenses.  There  are  nine  more 
y  /-elated  to  mileage  costs. 

$80,000  could  be  $400,000. 

unning  a  fleet  of  tractors  and  trailers 
s  a  business.  A  fairly  substantial 
usiness.  And  true  operating  costs 
ave  to  be  known.  It's  not  enough  to 
know  the  financing  costs,  deprecia- 
tion figures  and  salaries  to  drivers.  A 
ractor  purchased  in  1983  for  $80,000 
ill  have  cost  you  at  least  $400,000 
y  the  time  1988  rolls  around— five 
times  the  purchase  price. 

The  Private  Truck  Council  figures 
it  costs  $1.25  to  run  the  average 
unit  a  mile  down  the  road.  That's 
just  over-the-road  costs.  There  are 
also  other  factors  at  work.  Parts 
inventory,  for  example.  The  admin- 
istrative costs  of  licensing,  permitting, 
is  fuel  tax  reporting  and  insurance. 
|  It's  a  lot  harder  to  know  what  those 
I  elements  of  your  fleet  operation 
'jl  really  cost,  in  personnel  time  and 

the  direct  outlay  of  money.  But,  take 
I  it  from  me,  they're  substantial. 

We,  at  Rollins,  know  that.  We 
j  make  our  living  running  vehicles 
9  over  the  road.  Over  10,000  of  them. 

!  Truck  leasing  is  our  business. 

j  Leasing  is  our  business.  And  though 
I  leasing  may  not  be  right  for  every - 
••  one,  we  know  ninety  percent  of  our 
customers  have  owned  and  operated 
)  their  own  fleets.  Today  they  lease 
:  from  Rollins.  They  lease  from  us 
'  because  their  goal  was  to  deliver 
i  their  products  to  their  markets  at 
the  lowest  possible  price,  and  with 
the  greatest  possible  reliability. 


$100,000/yr.  savings. 

Leasing  from  Rollins,  and  buying 
fuel  at  our  branches  has  saved 
customers  from  $50,000 
to  $100,000,  or  more, 
a  year. 


You  are  the  CEO  of  your  business. 
Your  objective  is  the  best  possible 
R.O.I,  you  can  achieve.  And  knowing 
your  business  as  you  do,  you  stand 
a  very  good  chance  of  hitting  that 
number.  But,  your  business  isn't 
the  trucking  business.  Ours  is. 

Keeping  vehicles  productive. 

Just  as  you  know  what  must  be  done 
to  get  the  R.O.I,  in  your  business, 
we  know  how  to  get  it  in  ours.  We 
know  how  to  keep  our  vehicles  pro- 
ductive, how  sound  preventive  main- 
tenance keeps  operating  costs  down, 
and  lots  of  other  "ins"  and  "outs" 
of  the  trucking  business.  We  can 
operate  your  vehicle  for  you  and  save 
you  money  doing  it. 

A  Rollins  representative  can  show 
you  that  leasing  vehicles  can  be  less 
expensive  than  owning,  running 
and  maintaining  them  yourself. 

Let's  face  it,  if  that  weren't  true, 
my  business  wouldn't  exist. 

Give  us  a  call,  or  have  your  VP 


Finance  get  together  with  one  of 
our  people.  Have  him,  or  her,  call 
Allen  Kemp,  our  Vice  President, 
Sales  and  Marketing  at  800-441-9485. 
Or  write  Allen  at:  Rollins  Truck 
Leasing,  One  Rollins  Plaza.  P.O.  Box 
1791,  Wilmington,  DE  19899. 

You'll  discover  Allen  is  right... on 
the  numbers. 

Rollins  Truck  Leasing 
One  Rollins  Plaza 
Wilmington,  DE  19899 

□  Please  send  me  your 
Vehicle  Cost  Analysis. 

Name  


Title  

Firm   

Address 

City   

State   


Zip 


Phone (  ) 


It)  Rollins  Truck  Leasing 

^^^^r<&  /\  Subsidiary  ol  RLC  Corp. 


We'd  like  to  tell  you  what 
to  expect  from  us. 

Simply-corporate  banking 
at  its  finest,  serving  financial 
institutions,  major  corporations 
and  the  real  estate  industry  all 
over  the  mid-Atlantic  and 
mid-West  regions. 

We've  established  ourselves 
in  a  congenial  atmosphere 
where  the  President,  Group 
Managers  and  Calling  Officers 
work  closely  with  each  other. 
That  means  your  account,  and 
all  our  customers,  get  the 
benefit  of  personal  involvement 


and  strong  team  input.  And 
that  means  faster  decisions. 

Our  independent  and 
entrepreneurial  spirit— with  all 
of  the  resources  of  Chemical 
New  York  Corporation  behindl 
us-guarantees  you  matchless 
personal  service. You  can 
expect  us  to  build  Chemical 
Bank  (Delaware)  into  a  center 
for  innovative,  creative  solu- 
tions to  your  banking  needs 

We're  adapting  the  best 
banking  tradition  to  a  bold 
new  frontier. 

CkmicalBanc  (  Delawar 


Chemical  Bank 
(Delaware) 

The  regional  bank 

with  money 
center  experience. 


le 


William  D.  Baird,  Jr. 
President 

Chemical  Bank  (Delaware) 
One  Rodney  Square 
Wilmington,  Delaware  19801 

302-421-8190 


Member  fDIC 


Wf  TAKE  YOU  BEYOND  TRADITION 


)ns. 


*r  g  and  agriculture.  While  manufac- 
^  g  jobs  in  the  U.S.  have  declined  to 
of  the  national  work  force,  this  sec- 
ill  employs  27%  of  Delaware's, 
jt  one  third  of  this  is  in  chemicals 
uction,  compared  with  5  percent 
nally. 


f  ry  production  and  processing,  including  sev- 
il'erdue  facilities,  is  a  large  segment  of  Dela- 
y's agribusiness  industry. 

:  "he  state's  agricultural  belt  sees  180 
nt-free  days  annually,  and  produces  a 
se  range  of  grain  and  poultry  prod- 
lis.  Close  proximity  to  major  East 
!:ist  population  centers  and  an  excel- 
li.  transportation  system  assure  ready 
'drkets.  Delaware's  3,500  farms  aver- 
in  almost  $24,000  net  income,  making 
rim  the  fifth  most  profitable  in  the 
Ion. 

TRY  DELAWARE  ON  FOR  SIZE 


_arge  or  small,  businesses  find  what 
h  need  to  grow  and  prosper  in  Dela- 
te— central  location,  favorable  busi- 
es climate,  a  solid  economy,  positive 
dership,  low  costs,  moderate  taxes 
i  a  willing  work  force. 
'Delaware  may  not  be  big,  but  our 
II  size  is  the  key  to  our  large  suc- 
;s,"  concludes  Governor  du  Pont, 
e  can  reach  a  consensus  and  make 
sitive  changes  rapidly.  Our  political, 
iisiness  and  labor  leadership  have 
i  ablished  a  cooperative  network  that 
I  5  both  broadened  our  economy  and 
;  Derated  new  jobs  for  Delawareans. 
I  t're  ready  to  implement  programs  to 
I  ap  this  momentum  going,  to  attract 


and  hold  new  businesses." 

This  small  state  may  be  the  best  fit 
for  your  company's  growth  plans.  To 
learn  more  about  Delaware's  business 
opportunities,  write: 


DEIAWARE 

SMALL  WONDER  V 


Nathan  Hayward  III,  Director 
Delaware  Development  Office 
99  Kings  Highway,  Dept.  B10 
Dover,  Delaware  19901 
or  call  (302)  736-4271. 


Business  Capital 


If  you're  considering  Delaware,  consider 
downtown  Wilmington,  the  regional  office  capital. 
We  will  have  over  1 ,000,000  square  feet  of  office 
space  ready  this  year  —  at  prices  that  will 
surprise  you.  Class  A  rentals  average  $1 5.50; 
older  buildings  are  even  less. 

Tree-lined  Market  Street  Mall  offers  shops, 
restaurants,  and  theatres  in  one  convenient 
location. 

We're  a  full-service  business  center  with  big 
city  facilities  and  small-city  convenience.  We 
keep  the  red  tape  short  and  the  red  carpet  ready. 
Just  ask  Chase  Manhattan,  E.F.  Hutton,  Morgan 
Guaranty,  Chemical  Bank  and  Manufacturers 
Hanover  —  our  newest  arrivals. 

For  information,  contact  Elliott  Golinkoff, 
Director  of  Commerce,  800  French  Street, 
Wilmington,  DE  1 9801 .  (302)  571  -461 0. 


DOWNTOWN 


Wilmington 

4J  DELAWARE 


A state  of 
growth 


Good  things  are  happening  in  Delaware.  Business  and  government 
are  cooperating  at  all  levels.  A  healthy  climate  for  business.  A  strong 
resurgence  in  private  investment:  more  than  $1  billion  committed 
to  new  construction  in  the  last  18  months  alone. 

And  good  things  are  happening  at  ICI  Americas  too.  Our  1982 
sales  topped  $1  billion  for  the  first  time.  We  recently  completed  two 
major  expansions  for  our  Stuart  Pharmaceuticals  Division.  One  at 
our  manufacturing  and  distribution  facility  at  Newark  the  other 
at  our  research  center  in  Wilmington. 

There  are  almost  2800  of  us  now  working  at  ICI  Americas  in 
Delaware  to  develop,  manufacture  and  market  a  growing  family 
of  innovative  products  for  industry,  agriculture  and  medicine. 

When  business  and  government  work  together  for  the  common 
good,  they  can  create  a  state  of  growth.  They  have  in  Delaware. 


ICI  Americas  Inc. 


SMALL  WONDER 


IVING  IN  DELAWARE 


.  xecutives  and  their  families  moving 
1  jlaware  leave  nothing  behind  but 
i  lassies.  In  fact,  Delaware's  first-rate 
j  ity  of  life  helps  businesses  attract 
j.keep  key  people. 
Ijelaware  is  noted  for  its  relaxed  yet 
aiisticated  lifestyle,  a  special  pace 
•■character  which  has  earned  the  tiny 
»the  sobriquet  "Small  Wonder'' 
ilnessmen  and  women  can 
nmute  from  quiet  homes  set  on  roll- 


ages.)  Philadelphia  is  only  30  minutes 
from  Wilmington,  and  New  York,  Balti- 
more, and  Washington,  D.C.  are  all 
within  two  hours. 

LOW  COST  OF  LIVING 

Living  costs  are  perhaps  the  greatest 
surprise  to  newcomers — Delaware's 
index  is  1 1  percent  below  the  national 
average,  27  percent  below  the  Washing- 


I  housing  costs  are  a  major  factor  in  Delaware's  cost  of  living  advantage  over  the  national  average. 
|even  greater  advantage  over  other  surrounding  areas.  The  lowest  property  and  real  estate  taxes 
le  Northeast,  and  the  absence  of  any  sales  tax,  also  help  make  living  in  Delaware  relatively 
lomical. 


I  country  hillsides  to  their  downtown 
>s  in  fifteen  easy  minutes  or  less.  Del- 
rare 's  small  size  makes  possible  a 
'Se-knit  sense  of  community  not  found 
arger,  more  hectic  surroundings. 
;  Big  city  attractions  are  close  by,  yet 
3  special  pace  and  cadence  of  life  in 
Haware  are  undisturbed  by  the  hurry 
d  worries  typical  of  big  cities.  (The 
ate's  serious  crime  rates  are  substan- 
lly  below  regional  and  national  aver- 


ton,  D.C.  area,  and  34  percent  below 
New  York  City. 

Housing  has  much  to  do  with  these 
favorable  comparisons.  A  $200,000 
home  in  the  New  York  area  sells  for 
about  $130,000  in  Wilmington.  Residen- 
tial building  lots  are  substantially  larger 
in  Delaware  than  the  national  average, 
yet  they  cost  24  percent  less.  Residen- 
tial construction  costs  are  also  signifi- 
cantly lower. 


Ask  us 
first. 

Right  now,  our  network  is 
capable  of  handling 
56,000  bits  of  digital 
information  per  second. 
This  capability  enables  us 
to  meet  the  needs  of  vir- 
tually every  business 
customer. 

We've  always  been  way 
ahead  of  the  game  in  tech- 
nology and  service. 

In  fact,  V/z  megabit 
circuits  have  been  our 
bread  and  butter  for  years. 

We  can  help  increase 
productivity  by  bringing 
businesses  into  the  Infor- 
mation Age  with: 

•  private  line  digital  data 
-  speeds  up  to  90 
megabits. 

•  56  KBit  circuit  switched 
data 

•  packet  switching 

•  digital  microwave 

•  fiber  optics 

•  digital  switching 
systems 

Nbw's  the  time  to  plan 
your  future  data  systems. 
Be  sure  to  ask  us  first. 


Diamond  State  Telephone 


800  Delaware  Ave. ,  6th  fl. 
Wilmington,  Delaware  19801 
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"DELAWARE  HAS 
FHE  RIGHT  CLIMATE 
FOR  GROWING 
A  BUSINESS 
LIRE  MINE'.' 

Frank  Perdue 

My  chicken  business  is  one  of  the 
largest  and  fastest  growing  operations 
in  the  U.S. 

And  one  of  my  most  important 
poultry  processing  plants  is  located  in 
Georgetown,  Delaware.  It's  also  one 
of  my  most  successful. 

Part  of  the  credit  for  its  success 
belongs  to  the  State  of  Delaware.  With 
attractive  bond  financing  and  tax  in- 
centives, their  extremely  helpful  State 
Development  Office  and  no  state 
sales  tax  they  helped  make  it  easier  to 
do  business  there. 

And  that's  something  for  you  to 
consider. 

If  you're  trying  to  run  a  successful 
business  in  times  like  these,  you  can 
use  all  the  help  you  can  get. 


Delaware  has  no  sales  tax,  and  p 
sonal  income  taxes  were  recently 
reduced  by  40  percent  in  the  upper 
brackets,  with  another  reduction 
planned  for  the  future.  Property  and 
estate  tax  rates  in  Delaware  are  the 
est  of  any  state  in  the  Northeast. 

QUALITY  EDUCATIONAL 
PROGRAMS 

Education  is  a  top  priority  in  Dela- 
ware. In  1982,  the  State  spent  29  pe 
cent  more  per  pupil  than  the  nationa 
average,  and  allocated  nearly  half  its 
total  budget  to  education.  Pupil-teac 
ratios  are  low,  and  special  education 
expenditures  rank  first  in  the  nation 
aware 's  statewide  vocational  system 
also  plays  a  major  role  in  training  anc 
retraining  young  people  and  adults  to 
assume  new  jobs  in  the  state.  In 


mm 


The  12,000-student  University  of  Delaware,  we 
known  for  its  College  of  Engineering,  is  one  of 
three  State-supported  institutions  of  higher 
education. 


tion  to  public  education  programs, 
numerous  private  elementary  and  sec 
ondary  schools  offer  broad  curricula. 

The  overall  quality  of  Delaware's 
education  is  evident  in  the  consistentli 
excellent  performance  of  Delaware 
students  in  Scholastic  Aptitude  Tests, 
California  Achievement  Tests  and 
National  Merit  Qualifying  competition. 

Delaware  funds  three  state  higher 
education  institutions,  the  largest  of 
which  is  the  University  of  Delaware  in 
Newark,  a  campus  of  12,000  students 
with  a  distinguished  faculty  and  a  top- 
rated  engineering  college.  The  Univer 
sity  conducts  ongoing  cooperative 


The  New  York  City  Marathon,  co-sponsored  by  Manufacturers  Hanover 


The  marketplace  demands 
sustained  effort. 

Manufacturers  Hanover  strives. 

^A^nning  a  26.2  mile  marathon  takes  planning,  positioning, 
and  endurance.  And  in  much  the  same  way,  Manufacturers  Hanover's 
planning,  positioning,  and  willingness  to  accept  challenges  are 
paying  off  significantly. 

For  example,  our  subsidiaries  now  have  more  offices  nation- 
wide than  any  other  bank  holding  company,  giving  us  instant  access  to 
both  large  and  middle  market  companies.  This  enables  us  to  provide 
other  financial  services  besides  banking— factoring,  equipment 
financing,  and  mortgage  lending. 

And  we're  continuing  to  broaden  our  geographic  base. 
Recently,  we  established  Manufacturers  Hanover  Bank  (Delaware)  in 
Wilmington  to  serve  corporations  and  financial  institutions  through- 
out the  Mid-Atlantic  region. 

But  the  race  is  far  from  over.  As  the  need  arises  for  new  kinds 
of  financial  relationships,  Manufacturers  Hanover  will  be  prepared  to 
supply  whatever  the  national— and  international— marketplace 
demands.  Consider  the  source. 

MANUFACTURERS  HANOVER 

The  financial  source.Worldwide.  Member  FDIC 


research  programs  with  many  national 
corporations  in  fields  including  electrical 
and  chemical  engineering,  computer 
sciences,  agriculture,  energy  conserva- 
tion and  composite  materials. 

Delaware  State  College,  located  in 
Dover,  is  particularly  noted  for  faculty 
achievements  in  history  and  medical 
and  behavioral  research.  Its  student 
retention  program  has  been  chosen  as 
a  model  for  nationwide  efforts  by  the 
U.S.  Department  of  Education. 

Delaware  Technical  and  Community 
College  is  a  statewide  vocational  institu- 
tion with  four  campuses.  Its  graduates 
have  an  average  placement  rate  of  90 
percent  in  their  fields  of  training. 

Private  colleges  in  the  State  include 
Widener  University  and  its  Delaware 
Law  School,  Wilmington  College  and 
Goldey  Beacom  College  in  Wilmington, 
and  Wesley  College  in  Dover. 


In  addition  to  the  Delaware  Symphony,  major  orchestras  from  many  other  cities  appear  at  both 
Wilmington's  Grand  Opera  House  and  at  the  University  of  Delaware. 


Delaware  Works  for  Us 

We're  pleased  and  proud  to  be  doing  business 
in  Delaware.  The  government/corporate 
partnership  is  real  here;  it  creates  an  extra- 
ordinarily effective  business  climate. 


Avon  Products,  Incorporated 
Burris  Foods,  Inc. 
Delaware  State  Chamber  of 

Commerce 
E.F.  Hutton  Trust  Company 


General  Foods  Corporation 
Hotel  du  Pont 
ILC  Dover,  Incorporated 
Kent  Sussex  Tire  Service,  Inc. 


DEIAWARE 
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Krapf  &  Sons,  Inc. 
Maryland  Bank,  NA 
Morgan  Bank  (Delaware) 
Wilmington  Medical  Center 
W.L  Gore  &  Associates,  Inc. 


jLTURAL  AND  RECREATIONAL 
OPPORTUNITIES 


EIAWARE 
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Wilmington's  Playhouse  is  a  frequent 
stop  for  Broadway-bound  shows  and 
national  road  companies.  The  Grand 
Opera  House  is  home  to  the  Delaware 
Symphony  and  Opera  Delaware,  and 
often  hosts  internationally  known  sym- 
phony orchestras  and  other  major  per- 
forming artists. 


Ifded  in  1651.  historic  Old  Newcastle  abounds  with  superb  seventeenth  and  eighteenth  century 
\ps.  such  as  the  one  shown  above.  The  town's  attractions  include  the  George  Read  House,  a 
ile  example  of  Georgian  architecture 


ol< 
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Ernest  DiSabatino  &  Sons, 
Inc.,  General  Contractors 

Provides  skillful  craftsmanship 
combined  with  architectural 
planning,  sound  engineering 
and  business  principles. 
EDIS  Company  Construction 
Managers  Manages  all  phases 
of  construction  for  results  that 
are  time-  and  cost-efficient. 
D.S.D.,  Inc.  Distributes  and 
manages  Butler  Manufactur- 
ing preengineered  commercial 
building  systems. 


2601  West  4th  Street 
W„m.,DE  (302)  421-5700 


CONTINENTAL  AMERICAN 

LIFE  INSURANCE  COMPANY 

established  1907 

Home  Office  and  National  Headquarters 
Rodney  Square,  Wilmington,  Delaware  19899 
Telephone:  (302)  421-5800 

William  G.  Copeland,  C.L.U.,  President 


CUSTOM  PRODUCER  OF  STEEL  PLATE 
AJVD  SEAMLESS  TUBULAR  PRODUCTS 

Claymont,  Delaware  Phoenixville,  Pennsylvania 

1-800-441-9440  1-800-523-7482 
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Nearby  Winterthur  Museum  house 
the  country's  finest  collection  of  Amer 
can  period  furniture  and  decorative  ai( 
Old  New  Castle  features  houses  datir 
back  to  the  17th  Century,  and  private 
homeowners  open  their  doors  for  an 
annual  tour,  Dover's  historic  section  isj 
also  nationally  known  for  its  colonial 
architecture.  Works  by  N.C.,  Andrew, 
and  Jamie  Wyeth,  America's  best- 
known  family  of  artists,  grace  the  neai 
Brandywine  River  Museum  and  the 
public  spaces  of  the  famous  Hotel 
DuPont. 


Milford's  World  Championship  Weakfish  Tourna 
ment  features  a  purse  of  $100,000  It's  one  of 
nearly  20  fishing  tournaments  held  annually  in 
Delaware. 


During  the  season,  the  Delaware  B 
is  alive  with  sea  trout  and  bluefish;  the 
lower  bays  also  contain  flounder,  taug. 
and  rockfish.  Offshore  charter  boats 
bring  in  marlin,  tuna  and  bluefish.  Dele 
ware's  location  midway  on  the  Atlantic 
Flyway  provides  outstanding  waterfow 
hunting,  especially  for  black  ducks  ano 
Canada  geese.  The  State's  deer  harve 
is  abundant  every  year. 

There  are  thousands  of  boats 
throughout  the  State— from  small 
canoes  and  dinghies  to  the  largest  off- 
shore ocean  racers  and  motor  yachts. 
Many  children  here  learn  to  handle  a 
tiller  before  a  bicycle. 

Horse  racing  in  the  state  includes 
three  harness  tracks  and  the  annual 
Winterthur  Point-to-Point.  Auto  fans 
flock  to  Dover  Downs  for  NASCAR 
racing. 

In  all,  it's  the  relaxed  tempo,  the  ine 
pensive  living,  and  Delaware's  friendly 
size  which  makes  visitors  often  wish 
they  were  residents.  Delaware — a  goo 
place  to  live  and  do  business.  ■ 


As  I  See  It 


How  good  is  major  league  baseballs  new  billion-dollar  televi- 
sion deal?  Not  good  enough,  says  veteran  club  owner  Bill  Veeck 
(as  in  "wreck"),  to  offset  some  major  financial  hazards — among 
them  the  huge  escalation  in  deferred  player  compensation. 

Big  league  baseball's 
new  cash  lineup  ! 


By  John  Merwin 

Comes  now  before  the  court  of 
public  opinion  the  sport  of  ma- 
jor league  baseball,  contract  of- 
fer in  hand  from  NBC  calling  for  pay- 
ment of  $1  billion  over  the  next  five 
years  for  the  right  to  televise,  in  addi- 
tion to  some  odds  and  ends,  the  All- 
Star  game,  the  league  playoffs  and  the 
World  Series.  It  strikes  some  people  as 
downright  immoral  that  so  much 
treasure  goes  into  a  mere  game.  It 
strikes  others  that  baseball  is  at  last 
beginning  to  learn  about  20th-century 
negotiating.  One  billion  dollars  is 
only  half  what  the  National  Football 
League  wrung  out  of  the  networks  for 
television  rights  to  the  NFL  spectacle. 
On  the  other  hand,  it's  about  3  or  4 
times  what  baseball  currently  draws 
from  national  television. 

One  of  the  most  original  minds  big 
league  ball  has  ever  known  belongs  to 
Bill  Veeck,  and  Forbes  wondered 
what  he  is  making  of  the  present  pros- 
pects for  the  game.  We  caught  up  with 
Bill  Veeck  ("as  in  wreck")  in  Chicago 
earlier  this  month  and  found  him 
cheerful  but  uneasy.  Veeck,  the  play- 
ful, irreverent  promoter  who  inter- 
mittently owned  the  Cleveland  Indi- 
ans, St.  Louis  Brov/ns  and,  on  two 
occasions,  the  Chicago  White  Sox, 
thinks,  in  fact,  that  if  his  breed  of  club 
owner  were  a  species,  it  would  now  be 
extinct.  Owners  like  Veeck  flourished 
or  failed  chiefly  depending  on  how 
many  souls  showed  up  at  the  gate. 
Those  days  are  over,  he  says.  "It  both- 
ers me  that  there's  no  longer  room  for 
someone  who  just  happens  to  like 
baseball  and  makes  his  living  this 
way,"  says  Veeck,  sipping  the  first  of 
seven  Budweiser  beers  in  a  downtown 


Chicago  pub.  "Many  of  these  new  cor- 
porate types  don't  really  understand 
the  game.  They  just  go  to  meetings." 

The  only  meetings  Veeck  attended 
last  year  were  60  Cub  games  at  Wrig- 
ley  Field,  the  courtly  antique  on  Chi- 
cago's North  Side,  where  as  a  kid 
Veeck  earned  his  first  nickel  in  base- 
ball, peddling  soda  pop.  The  last  team 
owned  by  Veeck  was  the  White  Sox, 
which  he  sold  in  1980,  realizing  that 
he  was  hopelessly  unfit  for  the  era 
ahead — he  and  his  partners  had  too 
little  capital. 

Today  Veeck  writes  baseball  lot  USA 
Today,  makes  speeches  and  is  busy 
turning  out  his  fourth  book.  He  still  is 
the  freewheeling  thinker  who  in  1951 
sent  midget  Eddie  Gaedel  to  bat  one 
time  for  the  St.  Louis  Browns.  (He 
walked  on  four  pitches.)  Years  later, 
Veeck  fomented  a  riot  at  Comiskey 
Park  when  his  1979  "disco  demoli- 
tion" promotion  backfired.  Fans  re- 
fused to  leave  the  field  after  watching 
thousands  of  disco  records  go  up  in  a 
fireworks  explosion.  The  Sox  forfeited 
the  second  game  of  a  doubleheader. 

At  69,  Veeck's  expressive  face  is 
lined  deeply  enough  to  hold  three 
days'  rain,  Tom  Lasorda  might  say.  He 
still  limps  around  on  his  famous 
wooden  leg.  (He  left  the  real  one  in 
Cleveland  en  route  from  Bougainville, 
where  he  fought  in  World  War  II  as  a 
Marine  private.)  Between  beers  and 
adoring  fans  who  come  to  his  table — 
"Fine,  I'll  try  to  duck  it,"  he  told  one 
fan  who  promised  to  send  an  invita- 
tion to  something — he  answered  a 
few  Forbes  questions. 

How  good  is  that  billion-dollar,  fire- 
year  TV  contract? 

Veeck.  It's  about  3  times  as  much  mon- 
ey as  individual  teams  are  now  receiv- 


ing, but  players'  salaries  have  been 
rising  faster  than  that.  In  1980  White 
Sox  players  averaged  $80,000.  By  1982 
it  was  $270,000.  So  they're  already 
ahead  of  the  projected  advance  in  TV 
revenues. 

Were  you  surprised  to  find  baseball 
could  draw  that  kind  of  money? 
Veeck.  It's  not  that  it's  such  a  great 
deal  this  time,  but  rather  a  comment 
on  what  a  bad  deal  it  was  last  time.  I 
think  [Baseball  Commissioner]  Bowie 
Kuhn  felt  like  he  ought  to  come  up 
with  a  really  good  baseball  contract. 
Then  the  owners  would  say,  "What  a 
wizard."  What  he  forgets  is  that  they 
will  say,  as  baseball  owners  are  prone 
to  do,  "What  was  wrong  with  the  bum 
last  time?"  Baseball  has  been  held 
cheaply  because  they  were  bad  negoti- 
ators. They  were  had. 

What  will  the  players  make  of  the  new 
TV  contract? 

Veeck:  You  don't  really  think  the  play- 
ers will  sit  by  idly  and  not  grab  for 
some  of  that  money,  do  you?  If  the 
players  get  a  bit  of  network  money, 
they'll  go  for  pay  television  money, 
cable  television  money  and  so  forth. 
But  why  should  they  have  it? 

Why  not?  They  are  the  principal  attrac- 
tion, aren't  they? 

Veeck.  Is  it  the  players  who  draw 
crowds?  Except  for  a  few  guys  like 
Reggie  Jackson  or  Fernando  Valen- 
zuela,  how  many  individual  players 
draw  all  these  fans?  Don't  tradition, 
the  league,  ball  parks,  publicity  and 
promotion  mean  anything?  You  could 
bring  in  a  whole  minor  league  team, 
dress  them  in  Yankee  uniforms  and 
make  up  fictitious  backgrounds  for 
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each  player  and  nobody  would  notice 
the  difference.  I  had  some  players  in 
Chicago  who  should  have  had  to  pay 
their  way  into  the  ball  park.  They 
couldn't  have  made  a  Triple  A  team 
25  years  ago. 

You  are  saying  that  six-figure  salaries 
actually  affect  player  performance? 
Veeck:  First,  you  don't  use  a  million- 
dollar  body  with  the  same  reckless 
abandon  Pete  Reiser  used  to  on  his 
$10,000  body.  You  stay  away  from 
fences  and  you  cry  copious  tears  when 
a  pitch  flies  within  a  foot  of  your 
head.  You  don't  want  to  play  with  an 
injury  too  often.  Might  need  a  few 
extra  playing  years  down  the  road,  at  a 
million  dollars  per. 

Second,  young  major  leaguers  don't 
play  as  well  as  they  used  to.  They 
don't  have  a  chance  in  the  minors  to 


learn  from  guys  who  are  on  their  way 
down,  late  in  their  careers.  Can  a  guy 
who  made  $300,000  a  year  in  the  ma- 
jors afford  to  spend  a  few  years  for 
$17,000  a  year  in  the  minors? 

Back  to  management  for  a  moment. 
There  are  owners  who  enjoy  tax  benefits 
upon  purchasing  a  team,  then  shed 
crocodile  tears  about  all  their  operating 
losses  for  a  few  years,  but  later  sell  for  a 
handsome  capital  gain.  Your  group 
bought  the  Sox  for  $10  million  and  five 
years  later  sold  for  $20  million.  That 
should  elicit  sympathy? 
Veeck.  What  was  the  interest  rate  dur- 
ing 1975-80—15%  or  20%?  Com- 
pound that  and  see  what  a  great  deal  it 
was.  I  spent  18  hours  a  day  with  team 
business.  There  also  was  risk  in- 
volved. Should  there  be  no  reward  for 
taking  the  risk? 


Baseball's  Bill  Veeck  at  Comiskey  Park 

"You'll  be  able  to  buy  the  whole  league  for  10  cents  on  the  dollar. 


There  always  will  be  some  big  ego  or 
broadcast  outfit  around  to  buy  these 
teams.  Initially  the  tax  shelter  benefits 
help,  plus  the  larger  psychic  income  of 
owning  a  team. 

Veeck:  Where  were  all  the  egotists  who 
wanted  to  buy  Kansas  City  when  the 
deal  fell  through  recently?  You  can 
buy  Cincinnati  tomorrow  morning.  I 
know  one  of  their  owners  and  he's 
gotten  creamed.  He'd  sell  in  a  minute. 
Where  are  all  the  buyers? 

If  the  government  changes  the 
ground  rules  on  player  contract  depre- 
ciation, how  many  prospective  own- 
ers will  be  around  then?  I  started  play- 
er contract  depreciation.  You  used  to 
be  able  to  assign  85%  or  more  of  the 
value  of  your  franchise  to  player  con- 
tracts, then  write  them  off  over  a  few 
years.  Now  it's  down  to  about  50%. 
There's  a  case  awaiting  decision  in 
Milwaukee  federal  court  right  now  in 
which  the  IRS  is  arguing  for  lower 
depreciation.  What  happens  if  the 
court  rules  for  20%  or  0%  ?  How  at- 
tractive will  the  shelter  aspect  of 
buying  a  team  be  then? 

If  buyers  were  willing  to  pay  $20  mil- 
lion to  $30  million  for  teams  yesterday, 
before  their  cut  of  TV  revenues  rose  so 
dramatically,  why  not  the  same  for  the 
Yankees  or  any  other  team  tomorrow? 
Veeck:  How  much  do  you  think 
George  Steinbrenner  owes  in  deferred 
player  contract  payments?  I'd  guess 
about  $35  mi'lion.  Do  you  think 
someone  would  pay  $20  million  to 
$30  million  for  the  Yankees  while 
assuming  those  debts?  The  league's 
teams  hold  somewhere  around  $400 
million  in  those  deferred  contract  ob- 
ligations. If  they  ever  change  the  rules 
on  contract  depreciation,  you'll  be 
able  to  buy  the  whole  league  for  10 
cents  on  the  dollar.  I  don't  think  any- 
body is  going  to  pay  $60  million  for 
the  Yankees. 

All  things  considered,  though,  how  bad 
could  owning  a  major  league  franchise 
be?  Could  you,  for  example,  imagine  a 
National  or  American  League  baseball 
team  actually  folding  under  financial 
pressure? 

Veeck.  I  think  the  biggest  hazard  will 
be  cash  flow  problems.  There  are  a 
lot  of  ball  players  who  have  con- 
tracts extending  10  to  15  years.  At 
some  point  current  player  contrac- 
tual obligations  will  be  so  high  that 
it  has  to  be  a  worry.  On  top  of  that, 
you'll  have  all  those  obligations  to 
players  no  longer  in  the  game.  If  a 
team  goes  bankrupt,  those  contracts 
won't  be  worth  anything.  The  play- 
ers will  be  the  principal  creditors. 
They'll  get  nothing.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities 
The  offer  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus 


New  Issue  /  March  4,  1983 

$750,000,000 


CITICORPO 

Floating  Rate  Notes  Due  March  10, 1992 


Interest  on  the  Notes  is  payable  quarterly  on  March  10,  June  10,  September  10  and  December  10. 
beginning  June  10,  1983  Such  interest  payments  will  include  accrued  interest  through  the 
last  day  of  the  preceding  calendar  month  The  interest  rate  on  the  Notes  will  be  subject 
to  weekly  adjustment  on  the  calendar  day  following  each  auction  of  91 -day  Treasury 
bills,  and  will  be  equal  to  100  basis  points  above  the  91 -day  Treasury 
bill  auction  rate  (expressed  on  a  bond  equivalent  basis) 


Price  99.875%  and  accrued  interest, 
if  any,  from  March  15,  1983 


Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained 
in  any  State  in  which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  otter  these  securities  in  such  State 


Salomon  Brothers  Inc 

Goldman,  Sachs  &  Co. 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

The  First  Boston  Corporation  Morgan  Stanley  &  Co. 

Incorporated 

Bear,  Stearns  &  Co.  Blyth  Eastman  Paine  Webber  Dillon,  Read  &  Co.  Inc. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette      Drexel  Burnham  Lambert      E.  F.  Hutton  &  Company  Inc. 

Securities  Corporation  Incorporated 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Prudential-Bache    L.  F.  Rothschild,  Unterberg,  Towbin    Shearson/American  Express  Inc. 

Securities 

Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker 

Incorporated  A.  G.  Becker 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 
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Edited  by  Eamonn  Fingleton 

Gassing  up 

"If  somebody  asked  me  four  months 
ago  to  buy  a  natural  gas  company,  I'd 
have  said  you're  crazy,"  says  Robert  E. 
Mercer,  new  CEO  of  $8.7  billion 
(sales)  Goodyear  Tire  &  Rubber  Co. 

So  why  is  Mercer  paying  more  than 
double  book  value  and  12  Vi  times 
earnings  for  Louisiana-based  Celeron 
Corp.?  Wall  Street  gave  the  $825  mil- 
lion deal  a  raspberry,  knocking  $4.25 
off  Goodyear's  shares  in  two  days. 

"Celeron  is  clearly  number  one," 
offers  Mercer,  a  lifelong  Goodyear 
man  whose  early  years  were  in  mar- 
keting. Celeron,  he  points  out,  is 
mainly  a  pipeline  company  that  buys 
most  of  its  gas  from  independent  pro- 
ducers, so  exposure  to  volatile  energy 
prices  is  slight.  Profits  lately  have 
been  down,  but  return  on  equity  over 
five  years  is  an  industry-beating  36%. 
"The  problem  isn't  $21  Arab  oil," 
says  Mercer,  "it's  the  economy." 

The  acquisition,  Goodyear's  first 
significant  one  since  1964,  signals  a 
sea  change  for  the  world's  largest  tire 
company.  During  the  last  decade,  the 
company  plowed  $2  billion  into  new 
plants  to  become  the  largest  U.S. 
maker  of  radial  tires,  beating  back 
growing  competition  from  France's 
Michelin  and  Japan's  Bridgestone. 

But  with  tire  volume  growing  by 
only  2%  to  3%  a  year,  Mercer  is  in- 
tent on  diversifying.  Given  the  Ce- 
leron deal,  which  should  go  through 
by  June,  Goodyear's  dependence  on 
the  cyclical  auto  market  should  fall  to 
56%  within  five  years,  compared  with 
82%  now.  Goodyear  could  pump  cash 
flow  into  Celeron's  modest  explora- 
tion and  production  program. 

Another  likely  growth  area  is  Good- 
year's  aerospace  offshoot,  which  has 
doubled  sales,  to  more  than  $500  mil- 
lion, in  the  past  five  years.  It  is  cur- 
rently working  on  a  $107  million  or- 
der for  underwater  torpedo  mines  for 
the  U.S.  Navy  and  a  $100  million  gov- 
ernment contract  to  produce  gas  cen^ 
trifuges  for  uranium  enrichment. 

Mercer,  a  fit-looking  58-year-old 
who  mingles  with  junior  staff  at  work- 
outs in  the  company  gym,  is  not  writ- 
ing off  Detroit,  of  course.  He  points  to 
Goodyear's  recent  partnership  with 
GM  and  Ford  to  produce  tailor-made 


Robert  Mercer  at  Goodyear's  test  track 

He's  not  writing  off  Detroit— just  looking  the  other  way. 


tires  for  the  suspension  systems  of 
several  1984  models.  And  for  the  first 
time  since  1967,  Goodyear  will  pro- 
mote, with  Detroit,  a  new  radial  tire  it 
plans  to  ship  in  the  fall. 

Natural  gas  is  not  as  alien  to 
Goodyear  as  outsiders  might  think. 
The  Akron  area,  where  the  company 
is  headquartered,  is  known  for  gas 
finds.  Both  Goodyear  and  its  neigh- 
bor, rival  tiremaker  Firestone,  have 
actually  drilled  holes  on  their  land. 
"Firestone  poked  36  holes  in  the 
ground  and  came  up  with  a  golf 
course,"  Mercer  says,  grinning  broad- 
ly. "We  drilled  17  and  became  self- 
sufficient  in  energy." — John  A.  Byrne 


Beyond  the  froth 

Arthur  Guinness  &  Sons,  the  London- 
based  brewing  company  behind  the 
Guinness  Book  of  Records,  prides  itself 
on  a  few  superlatives  of  its  own.  Its 
publicists  claim  its  frothy,  dark- 
brown  product  is,  among  other  things, 
the  world's  most  widely  distributed 
brew.  Certainly  no  other  cult  drink 
has  inspired  such  extravagant  loyalty 
among  serious  sippers. 

But  224-year-old  Guinness,  a  Victo- 
rian pioneer  of  multinational  selling 
whose  Dublin  brewery  is  one  of  the 
biggest  in  Europe,  has  a  black  hole  in 
its  distribution — the  U.S.  In  the  Fif- 
ties and  early  Sixties,  when  the  U.S. 


Guinness  chief  Ernes/  Saunders 
No  more  orchids. 
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Change  can  be  swift  or  gradual.  But  either  way,  it  is 
inevitable  Sometimes  the  results  fall  into  the  realm  of  the 
spectacular.  Other  times,  change  is  simply  the  process  of 
getting  better  or  enduring  where  others  falter. 

Behind  me  is  one  magnificent  example  of  what  change 
can  achieve.  Before  me  is  another.  Today  after  many  success- 
ful decades  of  change,  The  Greyhound  Corporation  is  in  the 


best  and  strongest  financial  condition  in  its  history. 

The  prospect  of  leading  this  major  corporation  tr 
the  coming  years  is  one  I  find  exhilarating.  We're  buildir 
the  best  of  the  past  and  present . . .  and  going  wherever 
structive  change  can  take  us. 

My  objectives  as  chairman  and  chief  executive  jj 
are  not  just  growth,  but  Quality  growth;  not  just  profitabil 


ome  things  are  timeless . . ." 

S  \N.  Teets 

[Ian  of  the  Board  and  Chief  Executive  Officer 
pj?y hound  Corporation 


ig  profitability.  The  process  of  change  and  diversifica- 
it  Greyhound  has  benefited  from  in  the  past  is  more  than 
sirable.  It  is  absolutely  essential.  Because  no  matter 
)od  things  are  today,  we  nevertheless  cannot  be  content 
continuation  of  things  as  they  are.  We  have  in  our  grasp 
lity  to  shape  our  own  destiny .  .  to  challenge  the  future, 
ire  than  that,  we  have  the  will  to  make  it  happen! 


The  Greyhound  Corporation 

A  company  for  the  eighties. 
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market  for  imported  beers  began  to 
take  off,  Guinness  was  busying  itself 
with  an  ill-starred  diversification 
binge.  Thus,  Heineken  and  Beck's  ate 
its  lunch,  leaving  it  with  a  puny  2%  of 
the  estimated  $1.5  billion  U.S.  im- 
ported beer  market.  Now  Guinness 
Managing  Director  Ernest  Saunders, 
whom  the  Guinness  family  coaxed 
away  from  Swiss  food  giant  Nestle  in 
1981,  wants  to  change  all  that.  "We 
see  the  U.S.  as  one  of  our  great  poten- 
tial growth  markets,"  he  says.  "We 
have  pockets  of  strength — it  is  a  cult 
on  campus  and  a  bit  of  a  thing  with 
marathon  runners.  We  aim  to  double 
our  U.S.  volume  in  three  to  five 
years."  Already  Guinness  has  made  a 
splash  at  Walt  Disney's  Epcot  Center. 
And  it  is  busy  recruiting  new  Ameri- 
can outlets  for  Guinness  on  tap. 

Meanwhile  Saunders,  46,  a  Cam- 
bridge-educated marketing  specialist, 
is  hoping  to  beef  up  advertising  in  the 
U.S.  One  strategy  under  consider- 
ation: a  $1  million  test  marketing 
campaign  in  New  York.  And  Guin- 
ness may  roll  out  the  barrel  nation- 
wide in  1984  or  1985,  spending  $12 
million  on  advertising  and  sponsor- 
ships to  bring  the  brew  down-market 
without  diluting  its  snob  appeal  in 
posh  hotels  and  bars. 

It  is  all  part  of  a  back-to-basics  drive 
by  Saunders,  whose  first  move  was  to 
chop  40  exotic  but  unprofitable  sub- 
sidiaries in  everything  from  making 
spiral  staircases  to  growing  orchids. 
As  a  result,  profits  rose  18%  last  year, 
to  $81  million,  on  sales  of  $1.6  billion, 
reversing  a  three-year  profit  decline. 

One  handicap  he  cannot  shed:  his 
brew's  distinctive  hue.  Many  people 
think  dark  drinks  are  more  fatten- 
ing— a  particular  taboo  in  the  U.S. 
market.  But  Saunders  is  making  the 
best  of  it:  "The  U.S.  has  masses  of 
bland  imported  beers  that  look  and 
taste  alike.  They  are  just  imported 
versions  of  American  beer.  Our  prod- 
uct is  unique." — Rosemary  Brady 

Profit  out  of  the  sky 

The  ailing  United  Press  International 

news  agency  has  lost  money  every 
year  since  the  early  1960s.  Now  new 
Chairman  John  Jay  Hooker,  a  contro- 
versial Tennessee  lawyer  whose  pre- 
vious  sorties   into   business  have 


l  Pi's  John  Jay  Hooker 

Aforceful  eccentric  to  the  rescue. 


sometimes  come  to  tears,  reckons  the 
hemorrhaging  can  be  stanched  in  lit- 
tle more  than  a  year. 

That  will  be  news  to  the  E.W. 
Scripps  Co.,  UPI's  previous  owner, 
which  thought  it  had  tried  everything 
before  it  sold  out  last  year  to  a  group 
of  investors  from  Nashville  and  the 
Midwest.  The  agency's  perennial 
problem  has  been  playing  second  fid- 
dle to  Associated  Press  in  an  age  when 
cost-conscious  newspapers  reckon 
they  can  get  by  with  just  one  service. 

Hooker,  a  52-year-old  would-be 
politician  (he  won  the  Democratic 
nomination  for  the  Tennessee  gover- 
norship in  1970  but  emerged  second 
best  from  a  tough  campaign),  was  the 
promoter  behind  the  ill-fated  Minnie 
Pearl  Fried  Chicken  franchise.  When 
it  all  but  collapsed  in  the  early  1970s, 
he  emerged  $2  million  in  debt,  and 
other  investors  lost  their  shirts. 

He  joined  UPI  last  month  and  has 
been  given  a  30%  interest  by  the 
agency's  present  backers,  who  in- 
clude Nashville  cable  TV  operators 
Douglas  Ruhe  and  William  Geissler. 
A  big  part  of  the  rescue  formula 
Hooker  is  backing  is  a  bold  gamble 
on  satellite  technology,  which  he 
hopes  will  replace  expensive  phone 
lines  as  the  main  way  to  deliver  to 
subscribers.  Only  20%  of  U.S.  sub- 
scribers are  currently  served  via  sat- 
ellite, a  more  efficient  method.  So 
UPI  is  launching  an  $11  million  pro- 
gram to  increase  the  total  of  antenna 


dishes  it  beams  to  from  600  to  2,000. 

UPI  aims  to  serve  all  of  its  5,400 
U.S.  subscribers  by  satellite  late  this 
year,  shaving  a  vital  $5.5  million  a 
year  off  operating  expenses.  That 
alone  could  mean  the  difference  be- 
tween a  profit  and  a  loss — in  1981,  for 
instance,  UPI's  losses  totaled  $4  mil- 
lion on  revenues  of  $100  million. 

Hooker,  a  forceful  eccentric  whose 
trademark  is  a  black-and-red  tie  and  a 
homburg  ("I  like  consistency,"  he 
says),  is  guarded  about  where  he  will 
find  new  sales.  But  he  is  hoping  for 
growth  from  new  ventures  in  the  "in- 
formation business,"  as  opposed  to 
the  news  business.  "Knowledge  is 
king  in  the  world  today,"  he  says. 
"News  is  just  a  minuscule  aspect  of 
information." — Ken  Englade 

The  marvel  king 

"The  first  pocket  calculator  hooked 
me  on  consumer  electronics,"  says 
marketing  dynamo  Steve  Chafitz. 
"They  weighed  4  or  5  pounds  and  cost 
$395,  and  the  only  pocket  they'd  fit 
into  was  a  farmer's  overalls.  But  the 
trend  was  clear." 

Clear  enough  so  that  Chafitz,  39,  an 
engineer  who  started  in  the  research 
laboratories  of  Gillette  Co.,  set  up  a 
business  to  bring  Americans  ball- 
point pens  with  built-in  calculators, 
the  first  computerized  chess  sets  and 
dozens  of  other  gadgets. 

"The  real  glory  years  were  1972  to 


174 


FORBES,  MARCH  28,  1983 


THE  BEST  WAY 
TO  GIVE  THEM 

THE  PICTURE. 


An  exact  copy.  Fax  is  the  only  system  that  sends  it 
Dst  anywhere  in  the  world.  Speed.  Economy.  Confidentiality, 
x  puts  it  together  like  no  other  system  can. 

All  you  need  to  send  hard  copy  overseas  is  a 
lephone  and  a  facsimile  machine.  The  same  machine  you 
ay  already  be  using  domestically.  The  price  of  a  Fax 
msmission  is  the  price  of  a  call.  And  our  1 -minute  overseas 
inimum  makes  it  more  economical  than  ever.  See  the  chart 
r  sample  rates. 

Send  signed  documents.  Graphs.  Pictures.  Fax 
insmits  an  exact  duplicate  from  your  original.  Sending  them 
quires  no  special  training  or  personnel.  Send  them  any  time. 


>  Bell  System 


Many  terminals  can  receive  without  an  operator.  Send 
them  with  Fax.  It's  the  only  way  for  hard  copy  to  travel. 

For  a  free  brochure,  call  toll  free  1 800  874-8000  or  write: 


Fax  Facts,  RO.  Box  397,  East  Brunswick,  NJ  08816-0397. 
Times  and  costs  to  transmit  a  400-word  page  to  Europe 

TRANSMISSION 
|  TIMES** 

Std.  Tel  Rate 
(7am-1pm) 

COST 

Dis  Tel  Rate 
(1  pm-6pm) 

I 

Econ.  Tel  Rate 
(6pm-7am) 

|  1  MINUTE 
1  3  MINUTES 
J  6  MINUTES 

$2.37 
$5  03 
$902 

$1 .78 
$3.78 
$6  78 

$1  42 

$3  02  1 
$5  42 

Add  3%  federal  excise  tax.  *Similar  attractive  rates  to  other  areas. 
**Transmission  times  vary  depending  on  type  of  equipment  used 


reason  ttieworl 


id  is  sold  on 


Faces 

Behind  the  Figures 


Privecode's  Stet'e  Chafitz 

An  accessory  for  the  telephone-with-every  thing. 


1977,  when  large-scale  integration 
was  having  its  first  impact  on  elec- 
tronics," says  Chafitz.  "It  shrank  that 
5-pound  calculator  to  the  size  of  a 
credit  card,  priced  for  $6,  and  took  the 
adding  machine  business  away  from 
the  office  products  distributors  and 
put  it  into  the  supermarket." 

While  gadgetry  made  his  Chafitz, 
Inc.  a  small  fortune — generating  sev- 
eral millions  in  sales  a  year — it  left 
him  and  Arleen,  his  wife  and  partner, 
with  time  on  their  hands.  He  kept  up 
the  search  for  the  next  big  product. 

Now  he  reckons  he  has  found  it:  the 
Privecode,  a  device  that  intercepts  un- 
wanted telephone  calls.  Anyone  who 
calls  you  adds  a  three-digit  code  to 
your  number,  and  the  code  shows  up 
on  a  screen  by  your  phone,  identifying 
the  caller.  Anyone  without  the  code 
can't  get  through,  and  once  you  have 
seen  the  code,  you  can  answer  the 
phone  or  not,  as  you  choose.  Good- 
bye to  wrong  numbers,  obscene  phone 
callers  and  that  peculiar  menace  of 
modern  times,  computerized  "tele- 
marketing." (That's  the  scheme  that 
enables  a  computer  to  dial  your 
number  and  give  you  a  taped  spiel — 
and  redial  and  give  it  to  you  again  if 
you  should  hang  up  too  quickly.) 

Privecode  is  the  brainstorm  of  Sher- 
win  Seligsohn,  president  and  chair- 
man of  the  board  of  International  Mo- 
bile Machines  Corp.  of  Philadelphia, 
which  turned  to  Chafitz  for  market- 
ing help.  Chafitz  had  seen  it  at  last 
summer's  consumer  electronics  show 
in  Chicago  and  "fell  in  love  with  it." 
The  machines  sell  for  $300  each,  and 
experts  estimate  that  sales  orders 
could  reach  tens  of  thousands  a  year. 

"It  is  perfect  for  anyone  handling  a 
crisis,"  he  says.  "An  attorney  who 
must  be  accessible  to  a  certain  cli- 


ent, a  physician  following  a  patient's 
progress,  a  politician  waiting  for  an 
important  phone  call — you  can  give 
a  different  code  to  different  people  so 
you  never  have  to  say  'hello'  unless 
you  want  to." — Stephen  Kindel 


A  sinner  who  repents 

Some  might  think  the  Small  Busi- 
ness Administration  could  have  cho- 
sen a  more  suitable  expert.  But 
fames  N.  Thomson,  the  new 
$57,000-a-year  link  man  between  the 
SBA's  Washington  headquarters  and 
local  SBA  managers,  reckons  his  pre- 
vious history  of  running  a  company 
that  went  bankrupt  enhances  his 
qualifications. 

"Who  are  the  best  people  to  treat 
alcoholics?"  he  asks.  "Recovered  al- 
coholics." He  claims  a  special  empa- 
thy with  small  businessmen  in  trou- 


ble. He  says:  "I  don't  want  to  see 
anyone  else  go  through  what  I  did." 

Thomson,  47,  whose  new  title  is 
associate  administrator  for  manage- 
ment assistance,  was  president  of 
Illinois-based  Formaloy  Corp.,  a  ma- 
chine-parts and  sheet-metal  manu- 
facturer with  1981  sales  of  $5  mil- 
lion, when  it  went  bankrupt  last 
year.  He  blames  high  interest  rates 
and  troubles  of  major  customers  like 
International  Harvester  for  the  disas- 
ter, which  left  him  not  only  out  of  a 
job  but  with  his  investment  deci- 
mated. The  SBA  job  looked  like  a 
natural  because  his  wife  had  already 
landed  a  job  in  Washington.  Now  he 
controls  a  budget  of  $28  million  and 
supervises  a  nationwide  staff  of  330. 

His  main  function,  he  says,  is 
overseeing  SBA  programs  at  the  state 
level  and  working  with  local  SBA 
managers.  When  pressed,  he  defines 
"overseeing"  as  making  sure  the 
managers  carry  out  the  policies  of 
the  Reagan  Administration.  Here  he 
brings  some  additional  special  quali- 
fications to  bear:  Selling  Reaganom- 
ics  is  something  he  did  well  in  the 
past,  when  he  helped  organize  the 
President's  Illinois  primary  cam- 
paign. Reagan  wants  to  pump  more 
funds  into  small  businesses. 

Did  his  political  background  help? 
Says  Thomson:  "I  can't  say  it  did  not 
have  a  bearing." — Christine  Donahue 
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ccellence  is  achieved  only  through  consistency  and  innovation, 
nd  drive. 


here  are  times  when  the  odds  against 

hing  certain  levels  of  excellence 

it  staggeringly  high.  Times  when  peo- 

.vorking  together  with  drive  and 

imon  purpose  can  mean  the  difference 

veen  success  and  failure. 

hie  Wilmington  Medical  Center  ur- 

tly  needed  financing  for  a  new 

'-million  research  and  teaching  hospi- 

-at  a  time  of  historically  high 

rest  rates. 

forking  with  the  major  banks  of 
aware,  Bankers  Trust  invited  18  conf- 
ident banks  nationwide  to 
icipate  in  a  unique  lending  arrange- 


ment—  one  which  offered  the  flexibility 
of  favorable  medium-term  rates  and  the 
security  of  long-term  banking  financing. 

Our  relationship  manager  mobilized 
experts  in  our  domestic  participations, 
municipal  securities  and  corporate  trust 
units.  The  result:  an  innovative  solution 
reducing  the  medical  center's  financing 
costs  by  several  hundred  basis  points. 

We  succeeded  not  only  in  putting  a 
hospital  up,  but  also  in  keeping  interest 
costs  down. 

It  is  this  kind  of  performance  into 
which  our  philosophy  translates.  Per- 


formance which  makes  Bankers  Trust 
stand  out  in  our  industry.  And  the  kind 
of  performance  which  helps  make  our 
clients  first  in  theirs. 


Bankers  Trust 
Company 

Worldwide 
An  international  banking  network 
in  over  35  countries. 
280  Park  Avenue,  New  York,  N.Y.  10017 

Member  FDIC  0  Bankers  Trusi  Company. 


Brochures  make  all  summer  camps  look 
good.  But  matching  your  child  to  the  right 
one  is  almost  like  picking  a  school. 


Campsite 
scouting 


By  Kevin  McManus 


I Ricking  a  summer  camp  for 
"your  youngster  used  to  depend 
basically  on  geography,  price  and 
his  or  her  preferences  for  fun  and 
games.  Now,  parents  of  the  4  million 
youngsters  who  are  camp-bound  this 
summer  have  to  consider  such  things 
as  whether  ballet  or  computer  train- 
ing is  available,  or  if  Johnny's  back- 
stroke needs  more  work.  Camps  have 
become  a  lot  more  specialized,  mak- 
ing the  business  of  choosing  one  more 
difficult  but  potentially  a  lot  more 
rewarding. 

Traditional  sleepover  camps  for 
youngsters  8  to  16  offer  strong  pro- 
grams in  several  standard  fields  such, 
as  team  and  individual  sports,  water- 
front, arts  and  crafts,  wilderness  and 
even  computer  science.  Specialty 
camps  focus  on  a  single  activity,  typi- 
cally one  of  the  above  categories,  and 
also  offer  smaller-scale  programs  in 
other  areas.  Private  camps  cost  be- 
tween $1,800  and  $3,200  for  a  full 
season  of  about  two  months,  usually 
not  counting  transportation  and 
spending  money.  But  many 
camps  offer  one-half  or  one-third 
sessions,  for  a  fraction  of  the 


full-season  tuition.  At  Blue  Ridge 
Camp  in  Mountain  City,  Ga.,  for  ex- 
ample, a  28-day  stay  costs  $980  and  a 
56-day  stay  is  $1,850.  At  Alta  Sierra 
Camp  in  Dunlap,  Calif.,  the  fees  are 
$875  for  21  days,  $1,750  for  42  days 
and  $2,625  for  63  days.  There  are  also 
camps  sponsored  by  scouting  groups, 
churches,  YMCA  and  YWCA  that 
cost  as  little  as  $250  per  season. 

Before  you  start  looking,  talk  over 
the  idea  with  your  child.  You  might 
be  surprised  to  find  that  he  (or  she)  has 
strong  feelings  one  way  or  the  other 
about  leaving  home.  Tell  him  what 
happens  at  a  summer  camp,  and  find 
out  how  he  would  like  to  spend  time 
at  one. 

Does  your  child  play  to  win,  or  just 
to  have  fun?  Some  camps  foster  com- 
petitiveness, some  don't,  and  most  lie 
in  between.  A  specialty  camp  is  not 
necessarily  a  competitive  one.  For  ex- 
ample, the  New  England  Tennis 
Camp  in  Pawling,  N.Y.  "does  not  ca- 
ter to  the  champion,"  says  Director 
Norman  Winick.  "We  want  the  kid  to 
have  a  good  time  and  learn 
jjj^?  how  to  play  a  decent  game  of 
T«e»  tennis."  Similarly,  at  the  Svet- 
lova  Dance  Center  in  Dorset, 
Vt.,  fewer  than  5%  of  the 


Personal 
Affairs 


Edited  by  William  G.  Flanagan 


girls  who  attend  hope  to  make  a  ca 
reer  of  dancing,  according  to  Directo 
Marina  Svetlova. 

But  both  these  camps  requir 
youngsters  to  spend  between  thre 
and  six  hours  a  day  practicing  thei 
specialty.  If  you  send  your  child  t 
such  a  camp,  make  sure  he  or  she  i 
enthusiastic  about  the  pursuit  ii 
question.  Four  hours'  practice  per  da>j 
six  days  a  week,  can  turn  fun  inti 
work  for  an  1 1 -year-old. 

General  camps  that  offer  numerou 
activities  allow  campers  to  concen 
trate  on  three  or  four  of  them.  Cam 
Cody  for  Boys  in  West  Ossipee,  N.H 
for  example,  offers  35  programs,  in 
eluding  backpacking,  hockey,  archer 
and  water  skiing. 

Jonathan  Blyth,  a  15-year-old  fron 
New  York  City,  played  several  sport 
at  Camp  Cody  last  summer  but  wa 
"not  a  very  enthusiastic  camper, 
says  his  mother,  Myrna  Blyth,  editoi 
in-chief  of  Ladies'  Home  Journal.  Ret 
cently,  however,  Jonathan  found  ou 
that  Camp  Cody  will  have  four  Appl 
He's  for  the  "Cody  Men"  to  play  wit] 
this  summer.  "He'll  probably  g 
back,"  says  his  mother. 

Having  decided  on  the  type  of  cam 
you  want,  invest  in  one  of  the  tw 
good  guides  on  the  market.  The  bette 
of  them,  if  only  because  it  is  more  u 
to  date,  is  1983  Parents'  Guide  t 
Accredited  Camps,  published  by  th 
American  Camping  Association  (Bo: 
100,  Bradford  Woods,  Martinsville 
Ind.  46151;  $5.95  postpaid). 

The  ACA,  a  nonprofit  organization 
has  established  the  leading  nation 
wide  system  of  camp  accreditation 
(There  is  no  federal  regulation  an 
only  limited  state  regulatioi 
of  summer  camps.)  Th 
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[tiding  at  Camp  Pok-O-MacCready 
Beginners  welcome. 


Keyboarding  at  Computer  Camps  International 
PCs  are  cropping  up  at  camps  everywhere. 


[  ^uide  gives  essential  information  on 
pver  2,200  resident  and  day  camps  in 
|the  U.S.,  organized  by  state.  One  new 
[(feature  this  year  is  a  list  of  several 
cdozen  camps  offering  computer  sci- 
ence instruction. 

The  other  publication  is  Guide  to 
Summer  Camps  and  Summer  Schools 
\l981-82,  an  updated  edition  of  which 
will  be  published  in  July.  This  book 
: lists  1,100  camps.  (Contact  Porter  Sar- 
'gent  Publishers,  11  Beacon  St.,  Bos- 
tton,  Mass.  02108;  $16.50  cloth, 
IS13.50  paperback,  postpaid.) 

There  are  also  consultants  who  spe- 
cialize in  matching  camps  and  kids. 
I  They  typically  recommend  several 
i  camps  after  interviewing  the  child 
-  and  the  parents.  The  camps  pay  con- 
i  sultants'  fees.  Among  the  most  active 
i  consultants   are   Camp  Consulting 
Services,  Huntington,  N.Y.,  516-549- 
3902;  Advisory  Service  on  Private 
Schools    and    Camps,    New  York, 
N.Y.,    212-696-0499;    and  Student 
Camp  and  Trip  Advi- 
sors, Chestnut  Hill, 
Mass.,  617-469-0681. 
Meet  the  director  of 


Mountain-climbing  at  New  Hampshire's  Camp  Cody  for  Boys 
One  of  numerous  activities  for  "Cody  Men." 


the  camp,  if  possible.  "It's  very  impor- 
tant if  your  child  has  a  rapport  with  a 
director,"  says  Beverly  Shiffman,  a 
camp  consultant.  "If  not,  it's  more 
than  likely  that  the  camp  experience 
will  not  be  a  good  one." 

Says  consultant  Paul  Johnston, 
"The  important  thing  about  the  direc- 
tor is  not  that  he's  going  to  be  in 
contact  with  the  child  on  a  day-to-day 
basis.  He's  not.  But  if  something  goes 
wrong,  he's  the  one  the  child  goes  to 
to  get  it  fixed." 

The  ideal  time  and  place  to  see  a 
director  is  at  a  camp  in  session.  Unfor- 
tunately, you  will  probably  be  looking 

b? 


for  a  camp  during  the  off-season  and 
will  be  unable  to  travel  to  the  ones 
you  want  to  see.  But  in  many  cases  a 
director  will  travel  to  meet  you, 
either  individually  or  with  a  group  of 
other  parents  and  children  in  your 
community. 

If  a  face-to-face  interview  is  impos- 
sible, at  least  call  the  director.  When 
describing  your  child,  be  as  honest  as 
you  can  without  being  negative.  De- 
tails you  consider  irrelevant  or  embar- 
rassing— he  has  no  friends,  for  exam- 
ple, or  is  a  bedwetter — will  help  pre- 
pare the  staff  to  deal  with  problems 
that  crop  up  at  camp. 
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How  Mercedes-Benz 
harnesses  the  wind. 


This  300  SD  measures 
almost  17  ft.  long,  weighs 
3,780  lbs.,  affords  108.8  cu. 
ft.  of  interior  volume.  But 
the  wedge-shaped  body  D 
is  so  skillfully  contoured, 
that  its  0.36  Cd  is  bettered 
by  no  other  4-door  sedan 
sold  in  the  U.S.  today. 

Brake-generated  heat 
buildup  is  dissipated  into 
airstream  Q  via  heavily 
slotted  alloy  wheels. 

Inlet  at  windshield  base 
H  diverts  measured  airflow 
to  help  cool  sensitive  elec- 
tronic components  under 
the  hood. 

Channels  integrated  with 
windshield  posts  Q  inter- 
cept rainwater  dispersed  by 
wipers,  conduct  it  upward 
onto  roof  area  0  and  away 
from  side  windows. 

Outside  mirror  shell  0 
shaped  to  deflect  swirling 
water,  slush  from  mirror 
surface. 

Fine  aerodynamic  detail- 
ing of  cabin  exterior  Q 
keeps  wind  turbulence  and 
noise  at  minimum. 

Channels  set  into  roof  0 
help  guide  rainwater  rear- 
ward and  away  from  side 
window  area. 

Grooves  trap  streaming 
rain  and  duct  it  around  rear 
window  frame  0  to  exit  at 
rear  of  car. 

Ventilation  gills  C3, 
placed  in  a  controlled  low- 
pressure  area  at  rear  quarter 
panel,  efficiently  draw  stale 
air  from  cabin.  Air  in  cabin 
is  completely  exchanged 
every  20  seconds. 

"Washboard"  ribbing  of 
;hi  s  ED  helps  keep  their 
lenses  clean,  even  in  foul- 
weather  driving. 


The  difference  between  aerodynamics 
and  Mercedes-Benz  aerodynamics. 


rhe  Mercedes-Benz  sedan  sweeps 
through  the  stormy  night  along  a 
ainswept  highway.  Inside  the  car, 
[« ereo  music  muffles  the  rhythmic 
jap-slap-slap  of  the  wipers  and 
berything  is  normal, 
i  But  outside  the  car,  everything  is 
lot  normal. 

[  The  rain  is  heavy,  but  the  side 
pndows  remain  oddly  unstreaked. 
|  The  surface  of  the  driver's  outside 
;  \irror  is  almost  free  of  swirling  water, 
i  Sheets  of  rain  should  be  streaming 
iiown  and  over  the  rear  window 
flass,  but  they  aren't. 
-  Enough  grime  is  kicked  up  as  the 
var  whisks  along  to  cake  the  tail- 
Ights.  But  the  taillights  still  glow  ruby 
;d. 

;  Something  strange  and  wonder- 
iil-and  aerodynamic- is  happening 
b  this  Mercedes-Benz. 

0.36  not  enough 

It  is  happening  by  design. 
I  There  is,  of  course,  no  more  aero- 
lynamically  pure  four-door  sedan 
(old  in  America  than  the  Mercedes- 
Benz  300SD  Sedan.  Its  0.36  drag 
loefficient  eclipses  many  exotic 
ports  cars  and  coupes  in  sheer  wind- 
heating  efficiency- a  crucial  feat, 
vhen  every  gain  of  10  percent  in  aero- 
dynamic efficiency  can  yield  a  gain  of 
hree  to  four  percent  in  fuel  economy. 

But  for  Mercedes-Benz  engineers,  it 
is  only  step  one  in  the  exploitation  of 
lerodynamics.  They  look  beyond  the 
lumbers  game  of  low  drag  coeffi- 
cients, to  the  way  a  moving  car  and 
he  moving  air  around  it  interact, 
rhey  use  the  flow  of  onrushing  air,  as 
t  passes  over  and  around  the  car,  to 
perform  vital  extra  functions. 

In  brief,  they  put  aerodynamics  to 


work.  Extending  the  science  of  cheat- 
ing the  wind  to  include  the  idea  of 
harnessing  the  wind. 

Study  the  diagram  at  left.  As  that 
Mercedes-Benz  sedan  forges  ahead 
through  the  storm,  aerodynamic 
science  is  being  used  to  sluice  rain- 
water away  from  its  side  and  rear 
window  glass. 

The  shell  of  its  outside  mirror  has 
been  aerodynamically  shaped  to  help 
conduct  swirling  rain  and  slush  away 
from  the  mirror  surface  itself. 

The  taillight  lenses  are  deeply 
ribbed  to  resemble  washboards:  not  a 
styling  trick  but  an  aerodynamic  trick, 
meant  to  keep  the  recessed  grooves 
clean  by  sheltering  them  from  the 
vortices  of  airborne  water  (and  mud 
and  slush)  in  the  car's  slipstream. 

Aerodynamically  stable 

Wet  weather  or  dry,  aerodynamics 
helps  to  exert  a  constant  downforce  on 
the  front  axle  of  a  Mercedes-Benz  as  it 
moves  along- countering  a  natural 
tendency  of  the  front  end  to  "lift"  as 
speeds  rise  and  more  firmly  bonding 
the  tires  to  the  road. 

The  car's  body  side  configuration  is 
aerodynamicallyvcritical.  Correct 
shaping  can  help  resist  the  sudden 
force  of  violent  sidewinds,  invisible 


blows  that  could  jar  a  car  off  its 
true  path. 

A  Mercedes-Benz  utilizes  aero- 
dynamics to  continuously  cool 
specific  heat-sensitive  electronic  com- 
ponents under  its  hood.  To  feed  fresh 
air  into  the  cabin  while  silently  extrac- 
ting stale  air.  To  prevent  irritating 
drafts  and  pressure  imbalances  in  the 
occupants'  ears,  by  maintaining  a 
constant  level  of  cabin  air  pressure  at 
all  speeds.  To  draw  exhaust  gases 
away  into  the  airstream  behind  the  car. 

A  Mercedes-Benz  also  employs 
aerodynamic  science  to  help  calm  its 
driver's  nerves.  Even  the  outside  mir- 
ror is  shaped  to  generate  minimal 
wind  noise;  if  the  driver  experiences 
an  almost  eerie  absence  of  wind 
buffeting  and  howling  as  he  drives 
along,  credit  the  presence  of  rigorous 
aerodynamic  detailing. 

Mercedes-Benz  believes  that  cheat- 
ing the  wind  in  the  cause  of  more 
fuel-efficient  driving  is  good.  But 
Mercedes-Benz  believes  that  both 
cheating  the  wind  in  the  cause  of  fuel 
efficiency  and  harnessing  the  wind 
in  the  cause  of  driving  efficiency 
is  better. 

And  that  is  the  difference  between 
aerodynamics  and  Mercedes-Benz 
aerodynamics. 


® 

Engineered  like  no  other  car  in  the  world 


Personal 
Affairs 


When  it's  your  turn  to  ask  ques- 
tions, don't  be  shy.  Inquire  about: 

•  The  director.  How  long  has  he 
been  at  the  camp?  What  did  he  do 
before  that?  What  docs  he  do  during 
the  off-season? 

•  Counselors.  How  many  are 
there?  (There  is  no  ideal  ratio  of  coun- 
selors to  campers;  depending  on  the 
camp  setup,  an  adequate  ratio  might 


New  England  Hoc  key  Club 
Sharpening  skills  for  the  varsity. 


be  roughly  l-to-5.)  How  old  arc  they? 
(They  should  all  be  at  least  19  years 
old  and  have  a  year  of  college  com.- 
plcted.  In  the  better  camps  the  coun- 
selors are  teachers  and  graduate  stu- 
dents.) "The  director  hires  the  staff  in 
his  own  image,"  says  consultant  Bev- 
erly Shiffman. 

•  Supervision.  Who  will  watch 
your  child  between  activities  and  at 
night?  What  is  the  policy  for  leaving 
the  premises?  At  the  Svetlova  Dance 
Center  a  girl  may  leave  the  camp  only 
with  another  girl.  Such  a  buddy  sys- 
tem gives  older  campers  a  sense  of 
independence  consistent  with  the  rest 
of  camp  experience. 

•  Scheduling.  How  many  hours  a 
day  will  the  camper  spend  on  each 
activity?  If  it's  a  specialty  camp,  how 
much  time  is  devoted  to  competition, 
how  much  to  instruction?  Are  there 
long  stretches  of  idle  time?  Is  there 
enough  time  to  relax?  Are  there 
meaningful  indoor  activities  in  case 
of  nasty  weather? 

•  Safety.  What  safety  rules  obtain, 
especially  in  or  near  the  water?  Are 
they  well  explained  and  enforced?  Is 
there  a  camp  nurse?  How  close  is  the 
nearest  hospital? 

•  Costs.  Are  there  any  costs — such 
as  lab  fees,  tutoring  or  equipment 
rental— that  don't  appear  on  the  con- 


Cbase  Golf  &  Tennis  Camp 

Up  to  four  hours'  daily  court  time. 


tract?  Are  campers  insured?  Inciden- 
tally, camp  tuition  can  qualify  as  tax- 
deductible  day  care  expenses  in  some 
cases.  Check  with  your  accountant. 

•  References.  Ask  for  them  and 
make  some  calls.  "References  are 
definitely  important,"  says  Paul  John- 
ston. "No  director  is  going  to  giye  you 
names  of  people  who  don't  really  like 
the  camp.  You're  calling  to  find  out 
why  he  liked  it." 

•  Outfitting.  The  director  will  tell 
you  what  clothing  and  other  para- 
phernalia your  child  will  need  to  bring 
with  him.  Ask  how  much  spending 
money  he  will  need.  If  it's  more  than 
$15  per  week,  find  out  why. 

Once  your  child  is  all  set  and  actu- 
ally leaves  for  camp,  start  those  cards 
and  letters  going.  In  fact,  send  a  letter 
off  to  camp  a  few  days  before  he  even 
leaves  home.  Finding  mail  in  his  box 
when  he  arrives  will  mitigate  that 
first-day  homesickness.  And  keep 
writing  throughout  his  stay. 

Phone  calls,  on  the  other  hand,  arc 
generally  discouraged  by  directors. 
Camp  Pok-O-MacCready  in  Wills- 
boro,  N.Y.,  for  example,  allows  no 
phone  calls  during  the  first  two  weeks 
of  its  session,  except  in  emergencies. 
"It's  too  confusing,"  explains  Sarah 
Swan,  codirector  of  the  camp,  the  old- 
est family-run  facility  in  the  U.S.  "If 
your  child  is  trying  to  adjust  to  some- 
thing, there's  nothing  worse  than 
your  calling  and  saying,  'The  goldfish 
miss  you,  the  dog  hasn't  eaten  since 
you  left.  .  .  .'  " 

Nor  is  it  a  good  idea  to  visit  the 
camp  other  than  on  parents'  days,  un- 


less you  are  specifically  invited. 

Don't  expect  your  child  to  shake  aj 
his  bad  habits  in  those  two  month 
away  from  home.  But  on  the  othe! 
hand,  don't  be  surprised  if  certain  irrj 
provements  are  manifest  at  the  end  1 
a  season,  or  at  least  a  few  seasons. 

As  a  seven-year-old  newcomer  t< 
Camp  Pok-O-MacCready  seven  year 
ago,  Asher  Miller,  a  real  city  kid,  di 
not  like  mountain-climbing.  "He  wa 
not  a  lazy  boy,  just  very  quiet,"  ob 
serves  Sarah  Swan.  Over  those  sevei 
summers  Asher  has  become  "gung-hi 
about  camping"  and  has  managed  u 
climb  the  46  mountains  over  4,00 
feet  in  the  Adirondacks.  That  feat  en 
titled  him  to  membership  in  th 
"46crs,"  an  elite  group  of  climber 


Seacamp,  Big  Pine  Key.  I'la 
For  the  budding  Cousteaus. 


sponsored  by  the  Adirondack  Moun- 
tain Club. 

And,  of  course,  friendships  develop. 
Marina  Svetlova  of  the  Svetlova 
Dance  Center  tells  the  story  of  a  girl 
who  first  came  to  camp  at  age  eight 
and  returned  every  summer  for  five 
years.  Recently  the  young  woman 
called  Svetlova  and  asked  her  to  be 
matron  of  honor  at  her  wedding.  Svet- 
lova accepted.  The  ceremony  is  set  for 
May  28  in  St.  Louis. 


Dial  a  world 

Tlhe  brainpower  in  your  personal 
computer  requires  a  certain  know- 
how  to  unlock,  and  a  lot  of  disillu- 
sioned buyers  simply  don't  have  the 
patience  to  bother  acquiring  it.  But 
aside  from  playing  video  games,  noth- 
ing could  be  easier  on  your  home 
computer  than  turning  it  into  an  in- 
stant and  vast  electronic  library.  You 
can  access  a  stupefying  amount  of  ma- 
terial with  your  personal  computer 
for  just  a  few  dollars  a  month.  Only  a 
relative  handful  of  PC  users — fewer 
than  200,000  by  one  estimate — are 
hip  so  far.  Yet  within  a  decade,  some 
experts  predict,  the  so-called  videotex 
business  will  be  worth  $1  billion.  Ac- 
cording to  Persona/  Computers  Today 
newsletter,  modems  and  data  com- 
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The  pleasure  is  back. 

BARCLAY 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Personal 
Affairs 


munications  software — the  roughly 
$300  worth  of  equipment  you  need  to 
plug  your  PC  into  all  those  informa- 
tion networks — will  amount  to  ap- 
proximately $385  million  in  1985, 
and  users  will  spend  $415  million  on 
information  services  in  the  next  two 
years.  Eat  your  heart  out,  Pac-Man. 

These  are  high  hopes  (for  a  more 
skeptical  view,  see  p.  120).  What's  the 
keyboarding  about?  Well,  practically 
anything  you  can  now  find  on 
virtually  any  library  shelf  is 
accessible  through  your  home 
computer.  There  are  some 
1,350  different  databases  and 
450  free,  computerized  bulle- 
tin board  and  message  ex- 
change systems  that  you  can 
hook  into  via  your  standard 
telephone. 

You  don't  necessarily  need  a 
personal  computer,  either. 
Many  of  these  systems  can  be 
accessed  through  terminals 
that  you  can  buy  or  rent.  But 
since  the  personal  computer  is 
working  its  way  into  the 
American  household  so  quick- 
ly, that  is  how  most  subscrib- 
ers will  access  these  new  in- 
formation utilities.  By  1992,  it 
is  estimated,  nearly  100  mil- 
lion households  will  be 
equipped  With  personal  com- 
puters. About  2  million  were 
sold  in  1982. 

Here  is  a  rundown  on  what 
some  of  the  major  services 
now  offer. 

The  Source  (1616  Anderson 
Rd.,  McLean,  Va.  22102).  No 
idle  misnomer,  The  Source, 
owned  by  Reader's  Digest  As- 
sociation, provides  1,200  dif- 
ferent features  and  programs. 
Its  "menu"  (see photo,  right)  in- 
cludes six  different  communi- 
cations functions.  You  can 
send  electronic  mail  immedi- 
ately to  any  other  Source  sub- 
scriber, for  example,  or  scan 
over  80  categories  of  things  to 
browse  on  its  electronic  bulle- 
tin board.  Or  you  can  simply 
hold  a  "conversation"  with 
someone  else  on  the  system 
about  anything  you  choose.  Or 
read  any  of  dozens  of  specialty 
newsletters. 


For  news  and  information,  The 
Source  provides  the  United  Press  In- 
ternational newswire,  2  Vi  minutes 
after  being  filed  by  the  reporter  or 
columnist.  And  you  can  scan  hun- 
dreds of  stories,  features  and  syndicat- 
ed columns  by  key  words.  You  can 
also  get  excerpts  from  nearly  30  major 
magazines  (including  Forbes). 

The  business-related  information 
and  services  available  through  The 
Source  are  exhaustive:  a  commodity 
news  service;  market  quotes,  includ- 
ing stocks,  bonds,  money  markets, 
metals,  government  paper,  etc.  Daily 
averages  are  quoted  from  1 1  a.m.  to 
closing  for  the  NYSE,  Amex  and  o-t-c 
(with  no  extra  charge  for  individual 
quotes).  For  additional  fees,  you  can 
also  gain  access  to  Stockvue,  which 


Elliott  Hurwitz  of  The  Source,  on  line 
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Part  of  the  menu  of  The  Source 
Tapping  the  electronic  libraries. 


allows  you  to  retrieve  historical  and 
current  information  on  over  4,000 
stocks.  And  you  can  order  the  system 
to  compare  automatically  and  rank 
stocks  in  58  categories  (earnings  per 
share,  P/E  ratios,  betas  up  and  down, 
and  so  on).  Other  market  services  are 
also  available. 

You  can  also  check  airline  sched- 
ules, access  some  6,000  Mobil  restau- 
rant reviews,  find  out  what's  happen- 
ing in  New  York  City,  make  reserva- 
tions for  your  hotel,  airline,  car  rental 
or  tour,  read  movie  reviews  and  play 
any  of  60  on-line  games,  from  Star 
Trek  to  a  Civil  War  simulation.  You 
can  also  buy  any  of  30,000  products  at 
discount  and  arrange  barter  deals. 

As  the  granddaddy  of  consumer  in- 
formation utilities,  The  Source  is  the 
most  widely  used.  Its  cost  is 
$100  for  an  initial  sign-up, 
which  includes  a  275-page 
manual  and  a  monthly  news- 
letter. There  is  a  $9  minimum 
use  fee  and  hourly  charges  that 
range  from  $5.75  (midnight  to 
7  a.m.  daily)  to  $7.75  (week- 
ends, evenings  and  holidays), 
up  to  $20.75  (weekdays  from  7 
a.m.  to  6  p.m.).  Hourly  charges 
are  slightly  more  on  some 
high-capacity  machines.  For 
the  nearest  Source  dealer,  call 
800-336-3300.  In  Virginia  and 
outside  the  U.S.,  703-734- 
7540.  Note:  The  average 
Source  customer  spends  about 
$25  monthly  in  service  fees, 
the  computer  addict  far  more. 

Dow  Jones  News/Retrieval 
Service  (P.O.  Box  300,  Prince- 
ton, N.J.  08540).  If  it's  strictly 
financial  news  and  informa- 
tion you  are  after,  this  is  your 
best  bet.  You  receive  the  Dow 
Jones  News,  which  is  drawn 
from  the  Wall  Street  Journal, 
Barron's  and  the  "broad  tape." 
It  includes  more  than  80  news 
categories  and  information  on 
over  6,000  companies  in  over 
50  industries.  News  items 
reach  the  bank  as  early  as  90 
seconds  after  they  are  filed  and 
remain  in  it  for  up  to  90  days. 

DJN/R  also  offers  UPI's 
World  Report,  front-page  sto- 
ries and  other  national  and  for- 
eign news  items,  updated  con- 
tinuously. You  get  highlights 
from  the  Wall  Street  Journal, 
available  each  morning  at  6 
a.m.  EST.  There  are  also  mov- 
ie reviews,  sports  reports  and 
weather  data. 

DJN/R  also  offers  quotes  on 
stocks  direct  from  the  trading 
floors  of  the  NYSE,  American, 
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Call  800-848-8990  for  information. 
New  York  Times  Information  Bank 

(1719  A,  Route  10,  Parsippany,  N.J. 
07054).  This  databank  was  recently 
purchased  by  Mead  Corp.,  and  access 
to  it  is  like  having  a  houseful  of  copies 
of  the  Times — and  some  120  other  pub- 
lications and  newsletters  as  well — at 
your  fingertips.  And  knowing  exactly 
where  to  find  exactly  what  you  need 
when  you  want  it.  That's  the  beauty 
of  the  key  search  feature.  But  it  is 
costly— $200  to  sign  up,  and  fees  of 
$65  to  $165  an  hour.  But  it  gives  the 
full  text  of  more  publications  (includ- 
ing Forbes)  than  any  other  service. 
Call  800-631-8056. 

Delphi  (3  Blackstone  St.,  Cam- 
bridge, Mass.  02139).  This  is  the  latest 
entry  in  the  home  information  mar- 
ket, having  been  launched  last  month 
by  General  Videotex.  Among  its  capa- 
bilities: paying  bills  on  line;  selecting 
news  and  sports  items  by  topic;  ac- 
cessing  Delphi's   extensive  library 


and  encyclopedia;  shopping  through 
Comp-U-Store;  checking  airline 
schedules  and  making  all  travel  reser- 
vations; electronic  mail;  and  games. 
You  can  even  participate  in  writing  a 
novel  being  put  together  by  subscrib- 
ers. Delphi  is  relatively  inexpensive, 
with  the  basic  sign-up  and  handbook 
cost  at  only  $49.95,  and  with  user 
time  of  $5  per  hour  after  business 
hours,  or  $20  per  hour  from  8  a.m.  to  6 
p.m.,  EST.  Call  800-544-4005;  in  Mas- 
sachusetts 617-491-3393. 

In  fact,  there  are  so  many  informa- 
tion utilities  available,  one  could 
write  a  book  about  them  and  how  to 
access  them,  and  someone  has.  The 
Complete  Handbook  of  Personal  Com- 
puter Communications  by  Alfred 
Glossbrenner  (St.  Martin's,  $14.95) 
will  be  published  in  May.  It  is  essen- 
tial to  any  computer  owner  who 
wants  to  plug  into  the  vast  informa- 
tion utilities  that  lie  only  as  far  away 
as  his  telephone.— W.G.F. 


i  /lidwest  and  Pacific  exchanges  (there 
s  a  15-minute  delay,  as  per  exchange 
j  egulations)  and  o-t-c  quotes.  There 
|  re  also  other  financial  information 
services  available,  including  Disclo- 
i  ure  II,  which  draws  data  from  the 
|»EC  (10-K,  10-Q,  proxy  statements, 
B:tc.)  on  some  6,000  companies.  Other 
jjervices  include  complete  transcripts 
|i)f  the  four  most  recent  Wall  Street 
Veek  programs. 

This  service  also  allows  you  to  en- 
er  a  key  word  or  combination  of 
vords  to  search  a  database  of  the  WSJ, 
liarron's  and  the  Dow  Jones  News  that 
;oes  back  to  1979,  containing  roughly 
150,000  stories,  interviews  and  re- 
ports. You  can  also  access  the  Aca- 
demic American  Encyclopedia. 

The  cost  of  the  Dow  Jones  system  is 
implicated  to  figure.  In  addition  to 
:he  one-time  $50  startup  cost  (some- 
times this  is  waived),  there  are  hourly 
charges  starting  at  $1.20  per  minute 
prime  time,  but  at  only  20  cents  per 
minute  nonprime  time  (6:01  p.m.  to  4 
a.m.  EST).  There  are  additional  fees 
for  some  services  (e.g.,  Disclosure  II 
carries  an  access  fee  of  $4  per  com- 
pany during  prime  time,  $2  per  com- 
pany during  nonprime  time,  plus  the 
line  charges).  There  are  also  special 
idiscount  plans.  Call  800-257-5114.  In 
;New  Jersey,  it's  609-452-1511. 

CompuServe  Information  Services 
i(5000  Arlington  Centre  Blvd.,  Colum- 
bus, Ohio  43220).  Owned  by  H&R 
■  Block,  CompuServe  makes  available  a 
menu  similar  to  that  of  The  Source, 
including  electronic  mail,  a  national 
bulletin  board  service,  news,  weather 
and  sports  from  the  Associated  Press 
newswire,  on-line  editions  of  the 
Washington  Post  and  other  newspa- 
pers and  excerpts  from  Popular  Science 
and  Better  Hotnes  &  Gardens.  There  is 
also  a  broad  range  of  business  and 
financial  information  available,  in- 
cluding market  quotations  and  Stan- 
dard &.  Poor's  General  Information 
File  on  3,000  listed  companies  and 
Value  Line's  Database  II,  for  a  slight 
additional  charge. 

Other  CompuServe  services  range 
from  access  to  the  World  Book  Encyclo- 
pedia to  space  war  games  to  data  on 
selecting  a  college. 

CompuServe  is  relatively  inexpen- 
sive— $19.95  to  sign  up,  allowing  you 
to  access  the  system  any  time  from  6 
p.m.  to  5  a.m.  weekdays  and  all  day 
Saturday,  Sunday  and  holidays.  Infor-. 
mation  manuals  are  extra,  and  the 
typical  customer  will  spend  another 
$30  on  these  essential  tools.  Time 
costs  $5  per  hour  on  most  home  com- 
puters. CompuServe  is  available 
through  Radio  Shack,  other  computer 
stores  and  some  general  retail  outlets. 


Loose  ends 

Attention  smokers:  If  you  think 
■  smoking  filtered  or  "light"  ciga- 
rettes eliminates  health  risks,  sorry. 
According  to  Dr.  William  P.  Castelli, 
director  of  the  Boston  University-Fra- 
mingham  Heart  Study,  such  ciga- 
rettes do  not  cut  down  on  your  intake 
of  carbon  monoxide,  which  may  be  a 
cause  of  heart  disease.  Researchers 
found  that  among  800  smokers  there 
was  either  no  difference  or  even 
slightly  more  carbon  monoxide  in  the 
lungs  of  filter  cigarette  smokers  than 
nonfilter  smokers.  Carbon  monoxide 
is  believed  to  lead  to  arteriosclerosis 
by  weakening  blood  vessels.  Choles- 
terol, which  narrows  and  hardens  ar- 
teries, is  deposited  more  easily  on  car- 
bon monoxide-weakened  vessels.  Ac- 
cording to  Castelli,  a  possible 
explanation  is  that  people  who  smoke 
filtered  or  light  cigarettes  may  inhale 
more  smoke,  puff  more  frequently, 
hold  the  smoke  in  longer  or  smoke 
more  frequently. 

Headhunters  have  confirmed  it — the 

economic  recovery  is  indeed  well  un- 
der way.  Executive  search  activity — 
one  of  the  barometers  of  economic 
health — has  stepped  up  markedly 
lately,  according  to  a  new  survey  con- 
ducted by  the  Association  of  Execu- 
tive Search  Consultants. 

Some  80%  of  the  25  search  firms 
polled  (including  nonmembers)  re- 
ported that  there  has  been  an  in- 
crease in  demand  for  their  services  in 
the  last  month  or  so;  over  half  said 
the  increase  was  "significant."  The 
industry  had  been  in  the  doldrums 


through  all  of  1982. 

The  industries  most  affected,  in  or- 
der of  the  percentage  of  firms  that 
named  them  most  active,  were:  finan- 
cial services;  high  technology;  con- 
sumer products;  pharmaceuticals  and 
health  care;  and  industrial  products 
and  capital  goods. 

The  management  functions  most 
affected — in  other  words,  where 
musical  chairs  is  being  played  most 
rapidly — are  marketing  and  sales. 

By  salary  level,  the  most  activity  is 
in  the  $60,000-to-$79,000  range,  al- 
though in  the  $80,000-to-$99,000  and 
the  $100,000-to-$  199,000  categories 
there  is  also  lots  going  on.  Time  to 
update  that  resume. 

Finding  venture  capital  to  get  a  busi- 
ness going  is  always  difficult,  but  not,  it 
seems,  as  hard  as  it  used  to  be.  Accord- 
ingtoDeloitte,  Haskins  &.  Sells,  invest- 
ment bankers  and  venture  capitalists 
are  putting  more  money  than  ever  into 
promising  companies.  Only  $10  mil- 
lion in  private  venture  capital  funds 
was  raisedin  1975,  according  to  DH&S, 
but  by  1981,  private  venture  capital 
funds  had  increased  to  $  1 .3  billion.  The 
accounting  firm  has  put  together  a 
booklet  for  entrepreneurs  looking  for 
financial  backing.  Raising  Venture  Cap- 
ital includes  information  on  how  to 
write  a  business  plan,  develop  market- 
ing and  financial  information  and  ne- 
gotiate with  interested  investors. 
Copies  are  available  for  $5  from  David 
T.  Thompson  of  the  Entrepreneurs' 
Financial  Advisory  Group  at  DH&S, 
1114  Avenue  of  the  Americas,  New 
York,  N.Y.  10036. 
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YOUR  PRUDENTIAL  AGENT 
HAS  A  PLAN  TO  MAKE 
MANAGING  YOUR  ESTATE 
MUCH  LESS  TAXING. 


Is  taking  care  of  all  your  estate's  details 
more  complicated  than  you'd  care  to 
think  about?  If  it  is(  let  a  Prudential 
agent  help  you  start  simplifying  things 
now  while  planning  for  your  family's 
future.  With  a  free  financial  security 
review. 

You  and  your  agent  can  sit  down 
and  take  an  in-depth  look  at  your  total 
resources.  Then,  with  the  help  of  the 
most  sophisticated  computer  systems  in 
the  business,  your  agent  can  develop  an 
estate  plan  specially  tailored  to  your 
immediate  needs  and  long-range  goals. 
Including  how  to  purchase  life  insurance 
in  a  variety  of  tax-favored  ways. 

And  your  agent  will  be  happy  to 
work  with  your  attorney,  your 
accountant  and  even  your  personal 
computer  to  help  maximize  your  estate's 
value  and  minimize  your  estate  taxes. 

So  talk  to  a  Prudential  agent  soon. 
You'll  be  making  life  less  taxing  for  you 
now.  And  for  your  family  later. 


j»  Prudential 


Your  Prudential  agent  knows  a  lot  more  than  insure 


The  Forbes/WUshire  5000  Review 


ptown  express.  Although  many  of  the  experts  were 
[i lying  that  a  correction  was  overdue,  the  business  news 
;irned  favorable,  what  with  encouraging  news  on  unem- 
n.oyment,  new  orders  and  production  and  a  favorable 

iterpretation  of  lower  oil  prices.  Plus,  the  market  contin- 
ued its  long  rise,  the  Dow  industrials  rising  a  solid  4.4%  in 
,ie  last  two  weeks.  Once  again,  the  blue  chip  stocks  rose 
uore  than  the  secondary  issues:  The  Amex  gained  only 
12%,  the  NASDAQ,  1.8%.  The  broadest  index  of  all,  the 
Vilshire,  was  up  3.6% .  Optimists  took  cheer  from  the  fact 

lat  the  blue  chip  DJI  still  seemed  in  the  vanguard — 
,jggesting  that  the  market  advance  has  not  yet  entered  a 


speculative  phase.  Weakness  in  energy  and  technology 
stocks  held  back  the  Amex  and  NASDAQ  averages. 

More  difficult  for  the  optimists,  however,  is  this  dis- 
concerting fact:  The  average  issue  is  now  selling  at  a 
somewhat  heady  13.1  times  earnings.  Only  six  months 
ago  the  P/E  on  the  Wilshire  was  9.2.  So  the  market  is 
approaching  a  P/E  of  14 — the  same  P/E  as  that  of  the 
lowest-ranked  stock  in  Kidder,  Peabody's  Nifty  Fifty 
stock  list  in  September  of  1982.  The  economic  pickup 
now  under  way  should  narrow  these  P/Es,  but  it  will  have 
to  be  a  powerful  pickup  indeed  to  justify  further  gains  in 
stock  prices. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Percent  change 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

5000 

500 1 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

5.5 

6.1 

5.8 

5.1 

5.2 

5.7 

in  last  52  weeks 

41.9 

39.8 

41.3 

40.4 

53.5 

52.9 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share 

price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

6.4 

4.2 

5.7 

9.9 

3.8 

9.2 

4.8 

4.9 

8.5 

6.4 

in  last  52  weeks 

95.8 

42.2 

73.8 

111.4 

35.9 

106.5 

109.5 

46.6 

50.5 

82.0 

lased  on  sales. 

i  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
^  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


bte:  AH  data  for  periods  ending  3/4/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Almost  everybody  is  a  winner.  Wall  Street  apparently 
decided  lower  fuel  costs  will  put  more  money  into  con- 
sumers' pockets.  Over  the  two  weeks  ended  Mar.  4  the 
consumer  nondurables  sector  gained  6.5%.  Transporta- 
tion companies,  especially  airlines,  will  also  benefit  from 
cheaper  energy.  The  energy-sensitive  transportation 
group  pushed  up  4.4% .  Yet  the  market  also  seems  to  see  a 


bottom  in  the  price  of  a  barrel  of  oil.  Why?  Because  th 
finance  sector,  led  by  the  banks,  moved  ahead  6.1%  ovi 
the  last  two  weeks  despite  the  exposure  of  major  banks  t 
several  debt-ridden  oil  exporters.  Oils  are  another  story. . 
drop  in  crude  prices  could  help  those  who  are  net  purchai 
ers  of  crude,  but  the  overall  energy  sector  was  limited  to 
modest  gain  of  0.3%. 


Percent  change  in  Last  52  weeks  ^j^V  Percent  change  in  last  two  weeks 


Capital  goods 
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0 
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11111111 
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Consumer  nondurables  and  services  i 
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Raw  materials 
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What  The  Analysts  Think 


Inverse  order.  Over  the  last  two  weeks  energy,  utilities  expect  today's  laggards  to  be  tomorrow's  stars.  In  the 
and  technology  were  the  poorest  performing  groups,  in  analysts'  buy/sell  opinions  compiled  by  Wilshire  Assoi 
that  order.  On  the  other  hand,  the  market  seers  obviously    ciates,  these  three  sectors  received  top  ranking. 


Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  ago 

1 

Energy 

2.67 

1 

1 

2 

Utilities 

2.68 

2 

3 

3 

Technology 

2.71 

3 

2 

4 

Capital  goods 

2.72 

4 

4 

5 

Transportation 

2.73 

6 

6 

6 

Raw  materials 

2.77 

5 

5 

7 

Finance 

2.80 

7 

7 

8 

Consumer  nondurables 

2.83 

8 

8 

9 

Consumer  durables 

2.75 

9 

9 

The  experts'  consensus 


2.32 


2.40 


2.48 


J  I  l_J  I  I     I     '  I  L 


FMAMJJ     ASONDJ  FJYl 


Opinion  ratings  are  ranked  on  a  scale  of  1  (strong  buy|  to  5  (strong  sell).  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  groups 
views  of  200  institutional  analysts  The  consensus  of  opinion  graph  is  the  composite     graphed  above  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  3'4/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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We  expect  it  in  America. 

Freedom  to  choose  the  way  we  meet  the  challenges  of  life. 

Freedom  to  compete,  to  risk,  to  fail,  and  to  succeed. 

No  resource  is  more  precious  than  freedom. 

It  enriches  our  personal  lives  and  the  lives  of  those  around  us. 

And  yet  it  can  be  taken  away,  if  we  allow  it, 

by  the  same  government  that  can  assure  our  personal  freedom. 

Something  to  think  about  from  the  people  at  Getty. 

Getty 

Getty  Oil  Company  •  3810  Wilshire  Boulevard,  Los  Angeles,  California  90010 


Watch  out,they  bite. 

Words,  words,  words. 

Typewriters  spit  them  out.  Word  processors  hum  theni 
But  if  they  don't  grab  you,  hold  you,  bite  you — they're  just  a  1 
of  words. 

At  Newsweek  the  news  is  more  than  just  words.  It's  ir| 
pretation.  Inspiration.  Revelation. 

It's  taking  what's  happening  in  the  world  and  relating  ii 
what's  happening  in  your  world. 

It's  never  forgetting  who  we're  writing  for  or  who 


piews  means  nothing  unless  it  means  something  to  you. 

When  we  write  about  a  problem  in  Social  Security,  it's  your 
rity  we're  writing  about. 

When  we  write  about  the  last  mile  of  a  marathon,  it's  your 
d  that  gets  pumping. 

When  we  write  about  a  new  ballet,  it's  your  imagination 
dances. 

At  Newsweek,  there's  something  even  our  typewriters  know. 


The  Money  Men 


Who  is  the  investment  guru  of  First  Alba- 
ny's George  McNamee?  Answer:  Winston 
Churchill.  Winston  Churchill? 


Military  option 


By  Pamela  Sherrid 


When  oil  stocks  were  king 
back  in  the  late  Seventies, 
Texas  brokerage  firm  Rotan 
Mosle  surged  into  national  promi- 
nence from  out  of  the  Houston  oil 
patch.  Then  when  it  was  high  tech's 
time  to  shine,  it  was  San  Francisco- 
based  investment  banker  Hambrecht 
&  Quist  that  captured  the 
glow  and  the  glamour  of 
nearby  Silicon  Valley. 

But  it  isn't  geography 
that  has  turned  First  Alba- 
ny Corp.,  a  small  broker- 
age firm  headquartered  in 
New  York's  stodgy  state 
capital,  into  a  thriving 
specialist  in  the  defense 
industry.  Albany  has  had 
nothing  in  particular  to 
do  with  the  military 
since  George  Washing- 
ton's army  fought  the 
British  nearby  in  1777. 

Until  George  McNa- 
mee, that  is.  McNamee  is 
just  36  and  has  run  First 
Albany  since  his  father,  Daniel,  died 
in  1977.  For  years  the  family-con- 
trolled firm  was  modestly  successful, 
thanks  to  its  regional  retail  office  net- 
work that  specializes  in  selling  mu- 
nicipal bonds.  But  it  lacked  an  equity 
specialty  for  institutional  clients  to 
give  it  character — what  advertising 
men  call  a  "unique  selling  proposi- 
tion." In  1979  McNamee  presciently 
started  concentrating  the  firm's  equi- 
ty research  on  defense.  So  First  Alba- 
ny was  beautifully  positioned  when 
the  Reagan  presidency  made  big  news 
of  the  zooming  defense  budget. 
Why   defense?    The  curly-haired 


McNamee  leans  forward  with  a  wry 
smile:  "Do  you  want  the  official  line 
or  the  truth?"  he  asks.  The  official 
version  has  it  that  First  Albany  hit 
upon  its  specialty  after  diligent  mar- 
ket research. 

The  truth?  The  truth  is  that  McNa- 
mee didn't  waste  his  education  as  a 
student  of  history  at  Yale.  Years  later, 
during  the  Carter  presidency,  he  was 


George  McNamee  and  Hugh  Johnson  of  First  Albany  Corp 
"George  gets  ideas,"  says  Johnson. 


working  his  way  through  The  Gather- 
ing Storm,  the  first  volume  of  Winston 
Churchill's  epic  history  of  World  War 
II.  He  was  struck  by  the  parallels  be- 
tween Britain's  unpreparedness  for 
the  Nazi  threat  in  the  1930s  and  the 
U.S.  stance  toward  the  Soviet  Union 
in  the  1970s.  "I  found  the  parallel  very 
disturbing,"  he  says.  McNamee,  who 
calls  himself  a  "realistic"  Democrat, 
concluded  that  the  U.S.  would  have  to 
start  spending  more  on  arms  in  the 
Eighties  and  that  First  Albany  should 
find  a  way  to  cash  in  on  that  trend. 

McNamee 's  business  ideas  often 
have  erudite  beginnings.  Before  de- 


fense caught  his  fancy,  for  instanc 
McNamee  spent  years  trying  to  adaj 
the  arcane  models  of  "catastrophe 
mathematics,  which  help  explau 
abrupt  change,  to  real-life  events  sua 
as  the  sugar  price  bubble  of  1973.  Fid 
Albany  never  made  a  dime  from  th^ 
effort.  "George  gets  ideas,"  explain 
Senior  Vice  President  Hugh  Johnson) 
Johnson  and  McNamee  are  a  wel 
matched  pair.  McNamee  is  puckish 
irreverent  and  unpredictable;  until 
few  years  ago  he  came  to  work  in 
pin-striped  suit  but  with  his  hai 
down  to  his  shoulders.  Johnson,  4^ 
the  personable  scion  of  another  (no\| 
defunct)  upstate  New  York  brokeragj 
firm,  is  something  of  a  visionary  him 
self,  but  he  is  more  conservative  an< 
practical  than  McNamee.  If  McNa 
mee  had  the  idea  about  defense,  John 
son  developed  it  into  a  coherent  strat 
egy  and  sold  it  to  institutions. 

The  marketing  problem  was  obvii 
ous:  Why  listen  to  a  little  upstate 
New  York  firm  on  something  as  gloi 
bal  as  defense?  But  even  Wall  Stree: 
might  want  the  opportunity  to  hea. 
directly  from  top  Pentagon  brass 
With    no    introduction  whatever 
McNamee  telephoned  William  Perry 
then  Under  Secretary  of  Defense,  now 
a  partner  at  Hambrecht  &.  Quist. 
Perry  thought  that  it  served  a  public 
purpose  to  verse  mone> 
managers  on  the  Penta- 
gon's plans,  given  the  de- 
fense   industry's  mam- 
moth    capital  require- 
ments. So  in  June  1980, 
under  First  Albany's  aus- 
pices, two  of  his  deputy 
under  secretaries  held 
roomful  of  money  manag- 
ers spellbound  detailing 
list  of  the  Pentagon's  five 
"premium"  defense  tech- 
nologies for  the  Eighties: 
laser   weapons  systems, 
advanced  materials,  preci- 
sion   guidance,  defense 
manufacturing  and  veryl 
  high-speed  integrated  cir- 
cuits. "That  gave  us  our  agenda  for 
the  next  three  years,"  Johnson  says. 

Today,  First  Albany's  series  of 
seminars  and  research  reports  on  eso- 
teric defense  technologies  enjoy  an 
appreciative  following  among  institu- 
tional clients,  who  fancy  rubbing  el- 
bows with  the  likes  of  Senator  Mal- 
colm Wallop,  a  partisan  of  laser  weap- 
ons, and  Dr.  Robert  Cooper,  director 
of  the  Pentagon's  Advanced  Research 
Projects  Agency.  But  not  all  of  them 
expressed  their  appreciation  by  doing 
business  with  First  Albany.  "Some 
money  managers  enjoy  learning  about 
the  big  picture,  but  they  just  won't 
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February  22,  1983 


Suburban  Propane  Gas  Corporation 


has  been  acquired  by 


National  Distillers  and  Chemical 

Corporation 


The  undersigned  acted  as  financial  advisor  to  Suburban  Propane  Gas  Corporation 

and  assisted  in  the  negotiations. 


E.  F.  Hutton  &  Company  Inc. 


The  Money  Men 

pay  for  it,"  Johnson  admits  ruefully. 

So  in  the  last  year  or  two,  First 
Albany's  research  has  gotten  more 
practical.  Using  his  expertise  in  de- 
fense contracts  and  technologies,  ana- 
lyst Fred  Kittler  has  been  ferreting  out 
small,  relatively  unknown  companies 
involved  in  those  technologies. 
Among  his  finds:  UTL  Corp.  (sales, 
$16.7  million),  a  tiny  prime  contrac- 
tor for  electronic  warfare  systems; 
Tech-Sym  (sales,  $60  million),  which 
stands  to  benefit  from  the  Navy's  new 


Vertical  Launching  System;  and  Sip- 
pican  Ocean  Systems  (sales,  $16  mil- 
lion), which  specializes  in  underwater 
electronics.  These  and  other  small  de- 
fense stocks  have  done  very  well  in- 
deed in  the  recent  market  rally. 

The  defense  specialty  has  also 
brought  First  Albany  an  unexpected 
dividend:  underwriting  business. 
Growing  companies  need  capital.  In 
the  last  two  years,  First  Albany  has 
done  a  private  placement  for  Networks 
Electronic,  a  California  maker  of  high- 
performance  bearings,  and  it  has  co- 
managed  public  offerings  for  both  CSP 
Inc.,  which  makes  high-speed  number- 


Statistical  Spotlight 


crunching  devices,  and  for  Raymoi 
Engineering,  a  manufacturer  of  mi! 
tary  fuses  and  tape  recorders. 

To  McNamee's  pleasure,  First  / 
bany's  revenues  have  trebled  sin 
1978— to  about  $21  million— and  a 
still  climbing.  Not  all  its  business 
defense-oriented,  not  by  any  mean 
But  the  defense  thrust  has  given  Fir! 
Albany  the  kind  of  distinct  identity 
firm  needs  to  survive.  "The  trick  j 
the  research  business  is  to  differenl) 
ate  yourself,"  says  one  top  Wall  Strei 
money  manager.  "By  looking  at  sma 
companies  that  no  one  else  is,  Fir 
Albany  has  made  its  name."  ■ 


utilities  having  advanced  20.9%,  til 
industrials  1 1.6%. 

Investors  interested  in  incorr: 
should  take  a  fresh  look  because,  evej 
after  the  strong  rise  in  stock  price 
the  yield  on  utility  stocks  remain 
relatively  high.  The  following  grou 
of  100  electric  utilities  is  yieldin 
10.1%,  vs.  4.9%  for  the  Dow  industr] 
als.  More  important,  several  factors  ii 
the  utilities'  favor  suggest  that  bette 
times  lie  ahead.  Lower  interest  rate 
and  lower  inflation  mean  lower  ej| 
penses  and  lower  capital  costs.  A  re 
viving  economy  will  require  moil 
electricity. 

Perhaps  the  major  weakness  of  util 
ities  is  that  the  regulatory  environ 
ment  is  becoming  rougher.  With  thi 
drop  in  interest  rates  and  inflation 
many  state  regulatory  bodies  are  like 
ly  to  reduce  the  allowable  return  oi 
equity.  Thus,  two-thirds  of  the  firm 
in  our  table  now  have  a  regulator 
ranking  of  C  or  less.  The  prospect  a 
lower  returns  has  prompted  somj 


There  are  a  few  negatives  in  the  picture, 
but  the  overall  outlook  for  electric  utility 
stocks  continues  to  be  good. 


More  power 
to  them 


By  Paul  Bornstein 


The  last  time  Forbes  turned  the 
spotlight  on  utility  stocks  was  in  May 
1981.  It  was  a  propitious  moment  to 


be  thinking  well  of  power  companies. 
Since  then  the  stocks  that  constitute 
the  Dow  Jones  utilities  group  have 
outperformed  the  Dow  Jones  industri- 
als by  a  margin  of  almost  2  to  1,  the 
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These  100  utilities,  except  GPU  (which  indirectly  in  debt  ratings,  construction  requirements,  sources 
owns  Three  Mile  Island),  offer  high  yields  but  differ    of  energy  and  the  toughness  of  their  regulators. 
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%  AFDC 

%  oil  to 
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to 
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Dividend 
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earnings 

P/E 
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1983-85  est 

S&P's 

earnings 

1983  est' 

Allegheny  Power 

24V2 

$2.40 

9.8% 

$3.41 

7.2 

C- 

80% 

12% 

0% 

American  Elec  Power 

18'/4 

2.26 

12.4 

2.03 

9.0 

C 

43 

** 

48 

0 

Arizona  Public  Service 

25 

2.52 

10.1 

3.30 

7.6 

C  + 

30 

A- 

67 

2 

Atlantic  City  Electric 

225/8 

2.28 

10.1 

1.84 

12.3 

C  + 

77 

A  + 

26 

23 

Baltimore  Gas  &  Elec 

30% 

2.84 

9.4 

4.07 

7.4 

c 

65 

AA 

26 

5 

Boston  Edison 

28  Vs 

2.88 

10.2 

3.18 

8.8 

c 

50 

BBB 

26 

58 

Carolina  Power  &  Light 

22  Vi 

2.40 

10.7 

3.17 

7.1 

C  + 

51 

A- 

82 

0 

Central  Hudson  G&E 

25Va 

2.60 

10.3 

3.91 

6.5 

B- 

38 

A- 

48 

91 

Central  111  Light 

21 5/8 

2.06 

9.5 

2.80 

7.7 

B- 

89 

AA- 

18 

0 

Central  111  Public  Serv 

14% 

1.48 

10.1 

1.81 

8.1 

B- 

100 

AA 

37 

0 

'Including  firm  purchased  power.   "Holding  company 
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/E'LL  PUT  YOUR  MEDICAL  BENEFITS  PLAN 
INDER  INTENSIVE  CARE. 


the  cost  of  your  medical  plan  is  rising  at 
kening  rate,  it  needs  intensive  care, 
hat's  why  Connecticut  General  developed 
iComsmand  REMEDI®  MediCom  monitors 
plan  to  pinpoint  unnecessary  costs  and 
lEDI  shows  you  how  to  eliminate  them, 
or  instance,  MediCom  can  help  us 
/ze  claims  to  determine  unnecessary 
lital  admissions,  over-extended  stays  or 
Droblem  in  billing  whether  it's  from  a  hos- 
doctor  or  lab. 


Then  REMEDI  is  the  instrument  for  change. 
We  show  you  how  to  install  specially  designed 
benefit  plans  to  save  everyone  time  and  money 

What's  more,  we  teach  your  employees 
about  second  opinion  surgery.  And  we  show 
them  why  outpatient  procedures  and 
preadmission  testing  would  be  easier  for  them. 
And  less  expensive  for  you. 

In  addition,  hospital  utilization  review 
makes  sure  everyone  gets  just  what's  paid  for 
as  well  as  just  what's  needed.  No  more,  no  less. 


We  know  our  programs  work.  On  second 
opinion  plans  alone,  we've  already  saved  our 
clients  $17  for  every  $1  spent. 

So  if  the  cost  of  group  health  benefits  is 
taking  its  toll  on  your  company,  call  your  bro- 
ker, a  Connecticut  General  representative  or 
1-800-554-3700.  In  Georgia  call  1-800-323- 
1717  Op.  62. 

Connecticut  General.  We'll  not  only 
restore  the  health  of  your  medical  plan, 
we'll  watch  it  around  the  clock. 


WE'LL  PUT  YOU  ON  THE  ROAD  TO  RECOVERY. 


nnecticut  General  Life  Insurance  Company 

IGNA  company 


CIGNA 


en  you  want  to  take 
the  North  Sea,  * 
you  come  to  McDermott. 


When  you  need  a  pipeline  at  1,000-foot  depths 
^tbe  world's  roughesUe^youjcome  to  McDerr 
^Thafs  why  we  have  been  chosen  to  lay  310 
rfcs  of  pipe  across  the  steep  inclines  of  the 
Norwegian  trench,  challenging  its  rough  seas, 
great  depths  agd  irregular  sea  floor.  Such  a  crosi 
ing  has  never  been  done  before.  We're  going  to 
do  it  twice. 

Why  McDermott?  Because  we're  the  best 
qualified  to  do  the  job.  Only  McDermott  has  the 
people,  the  resources  and  the  experience  for 
dealing  with  the  colossal  challenges. 

Our  semisubmersible  pipe-laying  barge  is 


■1  i  lmt 


ermott 


■i 


>ped  with  an  advanced  automatic  welding 
m,  perfected  by  McDermott  for  handling 
diameter  pipe  with  great  speed.  And  a  div- 
/stem  specially  developed  by  McDermott 
Drk  in  extreme  depths  up  to  1,500  feet, 
t  perhaps  the  best  reason  of  all  for  coming 
Dermott  is  that  our  expertise  is  proven, 
s  already  installed  the  world's  two  deepest 
d  gas  pipelines  in  the  Gulf  of  Mexico  to  the 
ac  oil  and  gas  platform.  Our  expertise  has 
>een  proven  in  the  Middle  East,  West  Africa, 
)  America,  and  the  Far  East, 
of  this  is  why  McDermott  is  the  number  one 


marine  construction  company  in  the  world,  ex- 
perienced in  dealing  with  the  unprecedented. 
Which,  after  all,  is  what  it  takes  today  to  keep  the 
world  supplied  with  energy. 

Offshore  and  onshore,  McDermott,  its  subsid- 
iaries and  its  50,000  employees  worldwide  are 
well  prepared  to  help  the  world  find  energy  solu- 
tions. For  further  information  write  Public  Affairs, 
McDermott  International,  Inc.,  1010  Common 
Street,  New  Orleans,  LA  70112. 

/am%  Where  the  world  comes 
[%*;J/ ■  for  energy  solutions. 


With  most  utilities  facing  reduc( 
construction,  the  allowance  for  fum 
used  during  construction  (AFD( 
should  also  decline.  AFDC  has  tl 
effect  of  boosting  the  reported  ean 
ings  of  companies  doing  a  lot  of  buil 
ing.  But  it's  a  noncash  item,  a  booj 
keeping  transaction,  and  it  lowe 
earnings  "quality."  Our  table  shovl  L 
AFDC  as  a  percentage  of  latest  lj 
month  earnings.  There  is  a  strong  co 
relation  between  AFDC  and  S&P 
debt  ratings:  The  higher  the  AFDC 
the  lower  the  debt  rating. 

But  keep  in  mind  that  a  high  ratio  <j 
AFDC  to  earnings  can  have  its  advan 
tages.  It  usually  means  that  a  substaii 
tial  part  of  a  utility's  dividend  pa} 
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to 

total  fue 

Company 
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Dividend 

Yield 

earnings 
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1983-85  est 

S&P's 

earnings 

1983  est 

Ppntral  JW*iin.p  Pnwpr 

V  Villi  til   jtldl  IK    ru  WCl 

15% 

$1.88 

12.0% 

$2.02 

7.7 

Q  _ 

36% 

BBB  + 

UJ  /o 

OU  /o 

Central  &  South  West 

17% 

1.78 

10.3 

2.82 

6.1 

B- 

50 

** 

37 

0 

Central  Vt  Public  Serv 

22 

2.26 

10.3 

3.79 

5.8 

C  + 

38 

BBB 

42 

12 

Cincinnati  Gas  &  Elec 

17% 

2.16 

12.1 

2.75 

6.5 

c 

82 

A 

52 

1 

Cleveland  Elec  Ulumin 

20  Vh 

2.28 

1 1.3 

3.01 

6.7 

C 

50 

A 

60 

0 

f~* n m tn f\ ti iv p'llfn  Fnicnn 

V   Ul  11 1 1 1 VJ 1 1  WCdllll  I^UISUII 

27i/4 

3.00 

1 1.0 

3.75 

7.3 

B  - 

50 

BBB  + 

86 

,t 
0 

Commonwealth  Energy 

19 

1.96 

10.3 

2.45 

7.8 

C  + 

110 

** 

53 

74 

Consolidated  Edison 

21 

1.88 

9.0 

3.55 

5.9 

B- 

92 

AA 

4 

41 

Consumers  Power 

20% 

2.44 

1 1.8 

3.16 

6.6 

D 

40 

BBB  - 

99 

1 

Dayton  Power  &  Light 

1 7'/s 

2.00 

1 1.7 

2.65 

6.5 

C 

86 

BBB  + 

67 

1 

Oplmsrva  Pnwpr  &  I  iorit 
i  /  l  1 1 1 1  ti  l  v  ii  r  unci  oc  lii^iii 

I6V1 

1.64 

9.9 

2.13 

7.7 

C  + 

133 

AA— 

1 0 

1  f, 

L  \J 

Detroit  Edison 

14% 

1.68 

11.7 

1.75 

8.2 

D 

63 

BBB 

138 

6 

Duke  Power 

22% 

2.28 

10.0 

3.07 

7.4 

C  + 

87 

A  + 

68 

0 

Duquesne  Light 

16 

2.00 

12.5 

1.96 

8.2 

C  - 

37 

BBB  + 

52 

2 

Eastern  Utilities 

14% 

1.70 

1 1.6 

2.25 

6.5 

C  + 

43 

95 

57 

r  1     P^tfl     f-  1  1  >  a  '  t  r  1  1  ' 

hi  rdsu  cicLiric 

10/8 

1  n  n 

2.30 

5.8 

R 

1 1 

A 

1 1 1 

L 

Empire  District  Elec 

14'/2 

1.52 

10.5 

2.11 

6.9 

E  + 

65 

A 

1 

1 

Florida  Power  &  Light 

38 

3.36 

8.8 

4.77 

8.0 

B 

50 

A  + 

40 

40 

Florida  Progress  Corp 

187/s 

1.92 

10.2 

2.20 

8.6 

B 

89 

A  + 

51 

28 

General  Public  Util 

7% 

0.0 

0.0 

0.55 

14.1 

C 

82 

47 

2 

Gulf  States  Utilities 

13'/2 

1.56 

11.6 

1.95 

6.9 

C  + 

25 

BBB 

74 

1 

Hawaiian  Electric 

32% 

3.00 

9.2 

2.35 

13.9 

B- 

109 

A  + 

3 

100 

Houston  Industries 

19% 

2.16 

10.9 

3.77 

5.2 

B  + 

43 

28 

1 

Idaho  Power 

30  Vt 

2.88 

9.4 

4.71 

6.5 

C- 

62 

A 

11 

0 

Illinois  Power 

23% 

2.48 

10.6 

3.04 

7.7 

B- 

67 

AA- 

54 

1  I 

Indianapolis  P&L 

2  7 '/a 

2.76 

10.0 

3.41 

8.1 

B  + 

42 

AA 

41 

1 

Interstate  Power 

16'/2 

1.74 

10.6 

2.46 

6.7 

C- 

95 

A  + 

2 

0 

Iowa  Electric  L&P 

16% 

1.78 

10.6 

2.19 

7.6 

C- 

63 

A 

23 

0 

Iowa-Illinois  G&E 

23% 

2.48 

10.4 

3.95 

6.0 

c 

119 

AA 

62 

0 

Iowa  Public  Service 

23% 

2.48 

10.7 

2.97 

7.8 

c- 

100 

AA 

25 

1 

Iowa  Resources 

27% 

2.92 

10.7 

3.66 

7.4 

c- 

135 

** 

52 

1 

Iowa  Southern  Util 

31% 

3.00 

9.6 

5.25 

6.0 

c- 

102 

AA 

3 

1 

Kansas  City  P&L 

28% 

3.16 

11.0 

4.18 

6.8 

D 

35 

BBB 

111 

1 

Kansas  Gas  &  Electric 

20% 

2.24 

11.1 

3.00 

6.8 

C 

33 

BBB 

122 

0 

Kansas  Power  &  Light 

26% 

2.56 

9.7 

3.60 

7.3 

C 

65 

AA 

44 

1 

Kentucky  Utilities 

21% 

2.28 

10.7 

2.78 

7.7 

c  + 

75 

A  + 

0 

0 

Long  Island  Lighting 

16'/2 

2.02 

12.2 

2.70 

6.1 

B- 

63 

BBB 

111 

68 

Louisville  G&E 

21% 

2.30 

10.6 

2.21 

9.8 

C  + 

55 

AA 

0 

0 

Madison  Gas  &  Electric 

19V2 

1.92 

9.9 

2.05 

9.5 

B 

104 

AA 

0 

0 

Middle  South  Utilities 

15% 

1.70 

10.7 

2.29 

6.9 

C- 

50 

** 

106 

5 

•Including  firm  purchased  power.    •♦Holding  company.  Source  Salomon  Brothers 
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managers  of  big  portfolios  to  sell  their 
utility  stocks. 

The  accompanying  table  lists  all 
the  major  public  utilities  in  the  U.S. 
Except  for  General  Public  Utilities, 
all  pay  a  dividend  from  Missouri  Pub- 
lic Service's  7.7%  to  Duquesne 
Light's  12.5%.  Mark  Luftig  of  Salo- 
mon Brothers,  which  supplied  the 
data,  feels  that  at  least  85%  of  the 
companies  will  increase  their  divi- 
dends this  year. 

A  well-run  utility,  according  to  an 
industry  rule  of  thumb,  should  have 
reserve  generating  capacity  of  20% 


over  peak  demand.  With  demand  slow 
these  days,  the  reserve  capacity  of 
these  utilities  averages  an  inefficient 
40%.  Moreover,  many  of  them  are 
cither  at  or  near  completion  of  large 
construction  programs.  The  good 
news  in  this  is  that  over  the  next  few 
years  there  should  be  less  need  to  bor- 
row money  for  construction. 

Minnesota  Power  &  Light,  for  ex- 
ample, should  have  an  easy  time 
meeting  its  capital  needs.  It's  likely  to 
generate  $1.81  for  every  construction 
dollar  it  will  have  to  spend  through 
1985.  Thus  MP&L  should  have  little 
need  for  its  investment  bankers  over 
the  next  few  years.  That's  a  plus  for 
MP&L's  dividend  rate. 
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How  Dow  Jones  News/Retrieval' 
[dps  Harold  Oertell  Win  On  Wall  Street 


itil  recently,  Harold  Oertell  was  just  like  thousands  of 
ler  personal  investors  all  across  America.  His  invest- 

pit  decisions  were  based  on  professional  recommenda- 

!  ns,  articles  he'd  read,  or  rumor. 

,  1  that's  changed.  Now  Dow  Jones  News/Retrieval® 
'es  him  the  facts,  figures  and  insights  he  needs  to  call  his 
i/n  shots  in  the  market. 

before  News/Retrieval,  I  was  forced  to  delegate  my  in- 
•  stment  decisions,"  says  Harold.  "I  simply  didn't  have 
time  or  information  to  really  take  control  myself." 

A  Powerful  Investment  Research  Tool 

^ews/Retrieval  opens  up  a  whole  new  world  of  information 
If  investors.  Information  like  current  and  historical  stock 
notes,  company  and  industry  profiles,  earnings  and  eco- 
>mic  forecasts,  news  from  The  Wall  Street  Journal,  Barron's 
id  Dow  Jones  News  Wire,  plus  Media  General  financial 
atistics.  Securities  &  Exchange  Commision  reports  and 
her  business  and  financial  information. 

ill  accessible  quickly  and  easily  in  your  home  or  office 
i  rough  most  terminals,  personal  computers  and  communi- 
liting  word  processors. 

What  I  like  best,"  says  Harold,  "is  that  I  get  the  salient 
Lets  I  need  fast.  I  can  follow  25  stocks  closely  without 
I  fort  and  without  waiting  for  people  to  send  me  things  that 
re  usually  out-of-date. 

Plus,  The  Dow  Jones  Market  Analyzer ™  (a  Dow  Jones 
loftware™  product)  helps  me  organize  this  data  into  charts 
id  graphs  that  make  my  decision-making  easier.  In  this 
,ise,  a  picture  really  is  worth  a  thousand  words.  The  com- 
lination  of  News/Retrieval  and  the 
larket  Analyzer  gives  me  the 
ontrol  I  want  in  a  minimum 
f  time." 


". .  .Paid  For  Itself  For  Life" 

"News/Retrieval  has  heightened  my  sensitivity  and  aware- 
ness of  the  market  and  has  helped  me  focus  more  on  my 
investments.  I'm  trading  more  now  and  I'm  doing  better. 
It's  already  paid  for  itself  for  life." 

Dow  Jones  News/Retrieval  is  so  easy  to  use.  Harold  had 
no  prior  experience  with  computers.  "If  I  can  do  it,  any- 
body can,"  he  says.  "The  instructions  on  the  screen  tell 
you  exactly  what  to  do  step-by-step." 

There  are  other,  less  tangible  benefits.  "It  makes  me  feel 
more  confident  about  my  investment  decisions,"  says 
Harold.  "It's  given  me  a  greater  feeling  of  reward  and  I've 
had  fun  doing  it.  It's  rare  when  you  find  something  enjoy- 
able that  helps  you  make  money." 

Call  Toll  Free  Today 

Ask  for  a  free  demonstration  at  your  nearest  computer 
store  or  call  the  toll-free  Dow  Jones  Hotline.  The  cost  of 
the  service  is  even  tax  deductible  in  many  cases.  Check 
your  tax  advisor  for  more  information. 

Call  Toll  Free 
1-800-345-8500,  Ext.  5 

(Canada,  Alaska  &  Foreign  call  1-215-789-7008,  Ext.  49) 


PQWIQNES 


The  following  arc  trademarks  of  Dow  Jones  &  Company.  Inc.: 
Dow  Jones  News/Retrieval  ' .  Dow  Jones  Software" 
and  Dow  Jones  Market  Analzver " 


rating.  The  dividend  of  $2.12  is  tax-  Electric,  Hawaiian  Electric  and  Unit 

deferred.  Thus  an  investor  in  the  50%  ed   Illuminating,   which  are  mor 

tax  bracket  receives  an  equivalent  heavily  dependent  on  oil  than  moa 

yield  of  23%.  other  companies. 

Consumers  are  likely  to  benefit  All   things   considered,  Salomoj 

from  reduced  oil  prices  as  fuel-price  Brothers'  Luftig  believes  that  divi 

adjustments  moderate.  But  so  will  dends  can  rise  5Vi%  to  6%  per  yeai 

utilities  like  Central  Hudson  Gas  &  Not  bad,  if  inflation  stays  low.  ■ 
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Minnesota  P&L 

1  V/c 

<tl  zlfl 
OZ.^+U 

i  n  i  °l 

1 U .  1  /o 

$3.51 

6.8 

i 

18  1°/ 
1  O  1  /o 

1  o/ 
Z  /o 

no/ 
U  /o 

Missouri  Public  Service 

14'/2 

1.12 

7.7 

2.10 

6.9 

E 

71 

31 

0 

Montana-Dakota  Utilities 

26% 

2.24 

8.5 

4.07 

6.5 

C- 

54 

A 

11 

i 

Montana  Power 

26 'A 

2.68 

10.2 

3.97 

6.6 

D 

69 

A 

36 

0 

Nevada  Power 

27 'A 

2.64 

9.7 

3.67 

7.4 

C  + 

40 

BBB 

24 

0 

New  England  Electric  Sys 

4^V0 

OJ/8 

^  in 

o.zu 

o  n 

4.65 

7.7 

v~  -t- 

7  l 

/  1 

A  1 

in 

New  York  State  E&G 

21'/2 

2.20 

10.2 

3.36 

6.4 

B- 

25 

BBB  + 

37 

0 

Niagara  Mohawk  Power 

16 

1.80 

11.3 

2.64 

6.1 

B- 

36 

A- 

38 

19 

Northeast  Utilities 

125/b 

1.38 

10.9 

1.79 

7.1 

C  + 

23 

** 

60 

38 

Northern  Ind  Pub  Serv 

13 

1.50 

11.5 

0.90 

14.4 

B  + 

30 

A 

67 

1 

Northern  States  Power 

3 1  v. 

O  1  74 

1  74 
Z.  fl 

o.O 

4.79 

6.6 

P  4- 

yD 

A  A 

A.  A 

1  1 

U 

Northwestern  Pub  Serv 

19% 

2.00 

10.2 

2.07 

9.5 

D 

150 

** 

5 

0 

Ohio  Edison 

15% 

1.80 

11.5 

1.89 

8.3 

C 

26 

BBB  - 

89 

0 

Oklahoma  Gas  &  Elec 

18% 

1.84 

9.8 

2.57 

7.3 

c 

79 

AA 

18 

0 

Orange  &  Rockland  Util 

19% 

1.80 

9.1 

2.59 

7.6 

B  - 

88 

A  + 

8 

64 

utter  ran  rower 

ZZ  /8 

i  ah 

1U.J 

2.92 

7.8 

QA 

A 

/: 
O 

n 
U 

Pacific  Gas  &  Electric 

30% 

3.00 

9.8 

4.91 

6.3 

B- 

91 

A 

54 

4 

Pacific  Power  &  Light 

21% 

2.16 

10.2 

3.03 

7.0 

C  + 

63 

BBB 

32 

0 

Pennsylvania  P&L 

23% 

2.40 

10.2 

3.35 

7.1 

C- 

79 

BBB 

113 

10 

Philadelphia  Electric 

I  TVs 

2.12 

12.4 

2.39 

7.2 

C- 

50 

BBB  - 

76 

8 

Portland  General  Elec 

ID  /S 

1  7  A 

1 1  n 

1  l.U 

3.02 

5.3 

P  4- 

A8 

DDD 
DDJJ  — 

DU 

z 

Potomac  Elec  Power 

18'/4 

1.78 

9.8 

2.27 

8.0 

c- 

80 

AA  - 

10 

15 

Public  Serv  of  Colo 

17% 

1.76 

10.1 

2.17 

8.0 

C 

80 

A 

14 

0 

Public  Serv  E&G 

23  V2 

2.56 

10.9 

3.24 

7.3 

c+ 

50 

AA- 

34 

10 

Public  Serv  of  Indiana 

25 'A 

2.76 

10.9 

4.55 

5.5 

B  + 

4 

BBB  + 

91 

0 

r>i.klw<   Can,  nf  MU 

ruDiic  serv  oi  wti 

1  8  1/. 
1  o  /? 

i  1 1 

Z.  1 Z 

1 1  .D 

2.73 

6.8 

1Q 

zy 

DR  i 

DD  -r 

1 1  a 
1  Zo 

cn 
DU 

Public  Serv  of  NM 

27 

2.80 

10.4 

3.22 

8.4 

C  + 

41 

A 

53 

0 

Puget  Sound  P&L 

15% 

1.76 

11.2 

2.29 

6.9 

c+ 

22 

BBB 

82 

l 

Rochester  Gas  &  Elec 

17*4 

1.84 

10.5 

2.81 

6.2 

B- 

40 

A- 

42 

15 

San  Diego  G&E 

18% 

1.82 

9.7 

2.90 

6.5 

B  - 

54 

BBB 

52 

32 

Savannah  E&P 

LO  /H 

1  1R 

1  .Zo 

y.o 

1.40 

9.4 

1 ) 

RRR 

7  l 

A 

Sierra  Pacific  Power 

13% 

1.46 

10.7 

1.81 

7.5 

C  + 

39 

BBB 

15 

0 

South  Carolina  E&G 

20 

2.00 

10.0 

2.32 

8.6 

B- 

119 

A- 

68 

0 

Southern  Cal  Edison 

36% 

3.52 

9.6 

5.13 

7.2 

C  - 

40 

AA 

59" 

1 

Southern  Company 

16 

1.70 

10.6 

2.26 

7.1 

D 

55 

** 

34 

0 

Southern  Indiana  G&E 

ZD/4 

i  i& 

Z.Zo 

a  7 

o.  / 

3.42 

7.7 

D  + 

QCi 
DU 

A  A 

1U 

n 
U 

Southwestern  Pub  Serv 

16% 

1.62 

9.9 

2.27 

7.2 

B 

55 

AA 

43 

0 

Teco  Energy 

21 'A 

1.88 

8.6 

2.49 

8.5 

B 

43 

** 

33 

19 

Texas-New  Mexico  Power 

22% 

2.26 

10.0 

3.61 

6.3 

B  + 

63 

** 

9 

*** 

Texas  Utilities 

23 

2.20 

9.6 

3.85 

6.0 

B  + 

60 

30 

1 

Toledo  Edison 

21% 

2.44 

11.4 

3.18 

6.7 

C 

39 

BBB  + 

84 

0 

Tucson  Electric  Power 

26  Vi 

2.20 

8.3 

3.01 

8.8 

C  + 

47 

A  + 

18 

0 

Union  Electric 

15 

1.64 

10.9 

2.17 

6.9 

E 

13 

BBB  - 

121 

1 

United  Illuminating 

28 

3.08 

11.0 

5.39 

5.2 

C  + 

41 

BB  + 

76 

92 

Utah  Power  &  Light 

22% 

2.28 

10.1 

2.45 

9.2 

B 

66 

A 

41 

1 

Virginia  Elec  &  Power 

14% 

1.60 

10.8 

1.90 

7.8 

C 

48 

A 

40 

6 

Washington  Water  Power 

211/2 

2.48 

11.5 

3.17 

6.8 

C 

28 

BBB  + 

46 

5 

Wisconsin  Elec  Power 

23 'a. 

1.94 

8.3 

3.60 

6.5 

B 

92 

AA 

6 

1 

Wisconsin  P&L 

24% 

2.32 

9.5 

3.51 

6.9 

B 

82 

AA 

6 

0 

Wisconsin  Public  Serv 

24  Vi 

2.12 

8.7 

3.14 

7.8 

B 

127 

AA 

9 

0 

'Including  firm  purchased  power. 

"Holding  company.  * 

'Principally 

purchased  power 

Source:  Salomon  Brothers 

Statistical  Spotlight 

ment — in  some  cases  all  of  it — is  a 
return  of  capital  and  is  thus  tax-de- 
ferred. Take  Public  Service  of  New 
Hampshire.  Its  ratio  is  1.28,  and  the 
company  has  a  low  BB  +  S&P's  bond 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  F  ,  0Q  1Q07 
  February  28, 1983 


2,000,000  Shares 

Varian  Associates,  Inc. 

Common  Stock 

($1.00  par  value) 


Price  $36  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation  Oppenheimer  &  Co.,  Inc. 


Bear,  Stearns  &  Co.  Blyth  Eastman  Paine  Webber  Alex.  Brown  &  Sons 

Incorporated 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

Goldman,  Sachs  &  Co.  Hambrecht  &  Quist  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Kidder,  Peabody  &  Co.     Lehman  Brothers  Kuhn  Loeb     Merrill  Lynch  White  Weld  Capital  Markets  Group 

Incorporated  Incorporated  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Montgomery  Securities  Prudential-Bache  L.  F.  Rothschild,  Unterberg,  Towbin 

Securities 

Salomon  Brothers  Inc  Shearson/American  Express  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

A.  G.  Becker 


Investors  waiting  for  a  chance  at  some 
Osborne  Computer  stock  will  have  to  wait. 
Here  are  some  reasons  why. 


Can  Osborne 
do  it  again? 


gray  area.  A  company,  after  all,  should 
be  able  to  go  about  its  legitimate  prod- 
uct education  and  promotion. 

Why  has  Osborne  delayed  going  pub- 
lic? Events  suggest  that  its  prospective 
underwriters  had  second  thoughts. 
From  their  point  of  view  a  "new  prod- 
uct first,  public  offering  second"  strate- 
gy seems  prudent,  even  wise. 

Adam  Osborne,  43,  is  a  Ph.D.  in 
chemical  engineering  turned  techni- 
cal writer  turned  computer  maker. 
When  he  first  introduced  the  Osborne 
I  in  1981,  it  was  a  one-of-a-kind  mar- 
ket hit.  Osborne  crammed  a  powerful 
personal  computer — keyboard,  disk 
drives,  screen  and  all — into  a  25- 
pound  suitcase  for  computer  com- 
muters. While  the  Osborne  I  wasn't 


By  Kathleen  K.  Wiegner 

TECHNOLOGICAL  ENTREPRENEURS 
are  wallowing  enthusiastically 
in  the  market  for  new  stock  is- 
sues. Since  the  first  of  the  year  initial 
public  offerings  of  computer  makers, 
gene  splicers  and  others  in  high  tech 
probably  raised  more  money  than  was 
raised  by  technology  offerings  in  all  of 
1982.  But  one  of  the  hottest  new  is- 
sues in  sight,  that  of  Osborne  Com- 
puter Corp.,  is  still  keeping  Wall 
Street  waiting. 

Although  Osborne  looks  and  acts 
like  a  company  about  to  make  its  pub- 
lic debut,  it  has  yet  actually  to  register 
shares  with  the  Securities  &  Ex- 
change Commission  but  probably 
will  do  so  in  a  few  months.  Adam 
Osborne,  the  company's  usually  talk- 
ative founder,  seems  to  be  getting 
publicity-shy — suggesting  a  desire  to 
avoid  even  the  unseemly  appearance 
of  stock-touting. 

But  look  closely.  At  Osborne's 
Hayward,  Calif,  headquarters,  the 
trade  press  has  been  tramping  in  and 
out  of  Osborne's  office  daily.  Osborne 
is  only  too  happy  to  talk  about  the 
new  computer  he  plans  to  announce 
sometime  this  spring.  Provided,  of 
course,  the  writers  don't  ask  any  ques- 
tions about  corporate  financial  pros- 
pects, and  provided  the  writers  sign 
nondisclosure  statements  promising 
not  to  print  anything  about  the  new 
computer  until  late  April. 

If  all  goes  according  to  plan,  all 
those  stories  will  hit  the  newsstands 
at  once,  further  whetting  investor  ap- 
petite for  Osborne's  stock.  The  SEC 
does  frown  on  "gun-jumping" — pub- 
licity about  a  company  prior  to  regis- 
tration to  hype  the  market  and  drive 
up  the  offering  price.  But  carefully 
orchestrated  product  publicity  of  the 
sort  Osborne  is  conducting  falls  into  a 


Adam  Osborne  with  Osborne  I 

The  second  time  around  is  harder. 


much  to  look  at  (even  Osborne  fanat 
ics  think  it  looks  like  something  tha 
fell  off  an  Army  jeep),  the  pricing  wa: 
beautiful.  At  $1,795  (including  twJ 
software  packages  for  word  processing 
and  spread  sheet  analysis)  it  was  a] 
least  40%  cheaper  than  comparabli 
desktop  computers.  First-time  com 
puter  buyers  liked  the  idea  of  a  com 
puter  with  everything  in  one  box  at  j 
fixed  price.  Osborne  has  likened  him 
self  to  the  Henry  Ford  of  the  compute: 
business.  If  so,  Osborne  I  was  hi! 
Model  T — no  options  and  no  add-ons 

But  the  Osborne's  success  has  at 
tracted  a  flock  of  competitors.  Th^ 
giant  ComputerLand  franchise  chair) 
has  just  added  a  second  portable  com 
puter  to  its  offerings — this  one  fron} 
Compaq  Computer,  a  Texas  company 
started  by  engineers  from  Texas  In 
struments.  While  priced  a  bit  highei 
than  the  Osborne,  it  not  only  looks  as 
handsome  as  an  IBM  personal  com 
puter,  it  also  runs  most  of  the  soft 
ware  written  for  an  IBM  PC.  Non 
Linear  Systems'  Kaypro  II  has  alsc 
been  selling  well,  and  there  are  a  doz 
en  or  so  other  portable  makers  aiming 
for  Osborne's  business. 

The  ghost  of  Genentech,  whose 
stock  rose  to  89  from  an  offering  price 
of  35  and  then  fell  like  a  stone  when 
investors  thought  twice,  hangs  heavy 
over  underwriters  of  a  hot  new  stock 
This  may  be  why  his  underwriters 
have  urged  Osborne  to  take  it  slow.  II 
the  new  Osborne  machine  is  a  hit,  the 
stock  offering  benefits.  If  it's  not  a  hit 
investors  will  know  it  and  have  no 
cause  to  complain. 

The  entrepreneurial  Osborne  has! 
taken  other  steps  to  prepare  his  com 
pany  for  the  responsibility  that  comes 
with  being  a  public  company.  As  of 
January,  Osborne  had  a  new  president 
Robert  Jaunich  II,  a  hard-line  market 
ing  man  with  a  background  including 
such  household  names  as  Memorex 
and  Consolidated  Foods.  Osborne  con 
tinues  as  chairman.  Do  Jaunich's  big 
company  style  and  lack  of  computer 
background  fit  an  entrepreneurial 
fast-moving    technology  company 
That  remains  to  be  seen.  But  it  is  clea 
that  having  a  "professional  manager 
in  place  prior  to  going  public  was  an- 
other strategic  decision. 

Yet  the  real  bottom  line  is  this:  Will 
the  new  product  sell?  Will  it  have  the 
price-value  uniqueness  that  made  Os- 
borne's first  product  such  a  success? 
There  isn't  a  lot  of  room  for  error.  On 
sales  of  roughly  $70  million  last  year, 
Osborne  netted  only  around  $1  mil- 
lion. So,  the  new  computer  had  better 
be  good,  or  the  hottest  micro  offering 
since  Apple  is  likely  to  lose  a  lot  of  its 
luster.  ■ 


202 


FORBES,  MARCH  28,  1983 


Western 
Unionl 


1»001001U004002  03/09/03  ICS  NY19576 
00007  MLTN  VA  03/05/63 


NYAC 


NOTIFICATION  OF  A  PUBLICATION  DATE  CHANGE 
FOR  THE  SPECIAL  ISSUE 
THE  FORBES  400  -  THE  RICHEST  PEOPLE  IN  AHERICA 

THE  FORBES  400  -  THE  RICHEST  PEOPLE  IN  AMERICA  MILL  NOW  BE  PUBLISHED 
AS  AN  ADDITIONAL  ISSUE  TO  FORBES  •  BI-WEEKLY  FREQUENCY  -  A  27TH  ISSUE. 
IT  WILL  NOJ  BE  PUBLISHED  IN  THE  AUGUST  1  ISSUE  AS  PREVIOUSLY 
ANNOUNCED.  THE  FORBES  400  WILL  BE  DELIVERED  TO  SUBSCRIBERS  AS  AN 
EXTRA  ISSUE  ON  OCTOBER  3.  THE  ISSUE  WILL  CONTAIN  REGULAR 
FEATURES  OF  FORBES  PLUS  OVER  FIFTY  EDITORIAL  PAGES  ON  THE  400 
RICHEST  AMERICANS,  BECAUSE  LAST  YEAR ' S  FORBES  400  PRODUCED  THE 
HIGHEST  NEWSSTAND  CIRCULATION  IN  FORBES '  HISTORY,  A  SUBSTANTIALLY 
INCREASED  NEWSSTAND  ALLOTMENT   COVER  100,000  COPIES)  WILL  REMAIN  ON 
SALE  FOR  OVER  A  MONTH.  A  READER  SERVICE  CARD  WILL  BE  INCLUDED. 
ADVERTISING  RATES  WILL  BE  THE  SAME  AS  REGULAR  FORBES  ISSUES  AND 
FREQUENCY  DISCOUNTS  WILL  APPLY.  THE  NEW  CLOSING  DATE  FOR  ALL 
ADVERTISING  UNITS  FOR  THE  FORBES  400  IS  SEPTEMBER  6,  PLEASE  MAKE 
THIS  CHANGE  ON  YOUR  FORBES  SCHEDULE  AND  LOOK  FOR  MORE  INFORMATION 
ABOUT  THIS  EXCITING  ADVERTISING  OPPORTUNITY. 


STEPHEN  G.  NICOLL 
DIRECTOR  OF  ADVERTISING 


IS  THIS  ECONOMIC  STORM  ENDING? 
OR  IS  THERE  NO  END  IN  SIGHT? 


At  Drexel  Burn  ham  Lambert,  our 
view  is  that  the  worst  of  the  storm  is 
over. 

Here's  why. 

New  directions. 

Boom-and-bust  economic  his- 
tory has  been  characterized  by  a 
repeated  pattern.  Economic 
excesses  which  led  to  economic 
trauma. 

To  break  the  old  pattern,  a  new  set 
of  economic  policies  was  instituted. 
With  the  aim  of  ending  sky-high 
inflation,  increasing  productivity. 


decreasing  interest  rates,  encourag- 
ing work  and  savings  and  investment. 

There  haven't  been  instant  mira- 
cles. But  there  has  been  progress. 

Inflation  has  been  replaced  by 
disinflation.  Interest  rates  are  down 
sharply.  Savings  are  up.  And  energy 
costs  are  under  control. 

As  long  as  these  factors  persist,  the 
country  will  be  well  on  its  way  toward 
restoring  the  financial  stability  essen- 
tial to  maintaining  economic  growth. 

Already  there  are  clear  signs  of 
better  weather  ahead. 

Unemployment  has  begun  to 
drop.  New  factory  orders  are  up. 


Construction  outlays  are  up. 
Full  speed  ahead. 

At  Drexel  Burnham  Lambert,  we 
know  our  economy's  ills  will  not  end 
overnight.  The  course  to  sustained 
recovery  will  be  choppy 

Still,  we  believe  our  new  directions 
will  give  this  nation  the  will  and 
means  to  grow. 

As  the  voyage  progresses,  we  will 
be  keeping  careful  watch  to  help 
investors  take  advantage  of  the  tide, 
the  times,  the  prevailing  winds  of 
change. 


Drexel  Burnham  Lambert 

Your  bottom  line  is  our  top  concern. 


60  Broad  Strei  York.  NY 10004  (212)  480-6000.  Offices  in  principal  financial  centers  worldwide.  Member  SI  PC.  Copyright,  Drexel  Burnham  Lambert  Incorporated.  1983. 


Capital  Markets 


MONEY  &  INVESTMENTS 


Has  the  bond  market  had  its  run?  Is  it 
time  for  you  to  switch  to  stocks? 

CAN  '83 
MATCH  '82? 


By  Ben  Weberman 


After  30  years  in  the  investment 
doghouse,  the  poor  old  battered 
bond  market  came  into  its  own  last 
year.  Measured  from  Feb.  1,  1982, 
long-term  Treasury  bonds  showed  a 
total  return — yield  and  apprecia- 
tion— of  37%,  according  to  Salomon 
Brothers'  calculations. 

Honesty  compels  me  to  admit 
that  I  turned  bullish  on  bonds  too 
soon,  and  people  who  followed  my 
counsel  suffered  some  uncomfort- 
able moments.  Nevertheless,  all's 
well  that  ends  well. 

So,  what  next?  Have  bonds  had 
their  run?  Is  it  time  to  take  profits 
in  bonds  and  move  over  to  stocks? 
For  me,  I  would  think  twice  before 
cashing  in.  Here's  why:  The  divi- 
dend yield  of  the  Dow  Jones  indus- 
trials is  about  5%.  Thus,  a  bond 
investment  drawing  10.5%  interest 
(such  as  on  long  Treasuries  current- 
ly) and  as  much  as  12.5%  (on  long- 
term  electric  utilities)  would  put  an 
investor  SVi  to  7lA  points  ahead  of 
an  equity  investment  right  from  the 
start.  The  DJI  would  have  to  register 
an  85-point  gain  on  top  of  its  recent 
record  1138  just  to  compensate  for 
that  yield  gap.  And  that's  assuming 
interest  rates  don't  continue  drop- 
ping and  producing  capital  gains  for 
holders  of  long-term  bonds.  That's 
an  assumption  that  I,  for  one, 
wouldn't  make. 


Ben  Webertnan  is  economics  editor  of 
Forbes  magazine 


The  consensus  on  Wall  Street  is 
that  interest  rates  will  come  down 
by  only  100  to  150  basis  points  by 
the  end  of  the  year.  I  think  it  will  be 
more  than  that,  and  that,  by  Christ- 
mas, long-term  Treasury  yields  will 
be  closer  to  8%  than  to  91/2%  or 
higher.  That  works  out  to  a  250 
basis-point  fall  in  yield  and  a  result- 
ing price  gain  of  27  points  for  an 
annualized  total  return  of  39.5%, 
nearly  40%  on  basic  Treasury 
bonds.  Keep  that  in  mind  when  peo- 
ple talk  about  the  potential  still  in 
the  stock  market. 

Long-term  Treasuries  are  one  way 
to  play  the  drop  in  interest  rates. 
Here  are  some  others: 

•  GNMA  mortgage  passthrough  cer- 
tificates. Just  as  interest  rates  will 
come  down  more  than  the  analysts 
think,  so  will  mortgage  rates.  Sav- 
ings and  loan  associations  have 
been  inundated  by  more  than  $87 
billion  in  their  new  money  market 
deposit  accounts.  The  best  use  by 
S&Ls  of  these  funds  is  in  the  mort- 
gage market,  the  S&Ls'  historic  spe- 
cialty. As  the  thrifts  compete  to 
lend,  mortgage  rates  will  fall  from 
their  current  12%  level  to  10%,  pos- 
sibly 9'/2%,  by  year-end,  and 
GNMA  certificates  are  the  best  way 
for  an  investor  to  participate. 

The  best  of  the  GNMA  certifi- 
cates carry  coupons  around  10%.  A 
10%  GNMA  priced  at  91  Vi  today,  to 
yield  1 1.33%,  would  go  above  100  if 
mortgage  yields  tumbled  to  9.5%. 
The  annualized  total  rate  of  return 
would  be  close  to  25%. 

Higher-  or  lower-coupon  GNMAs 
are  not  nearly  as  good.  Take  a  cou- 
pon of  16%  or  so.  That's  expensive 
debt.  Borrowers  will  repay  it  as 
quickly  as  possible,  so  the  certifi- 
cate will  have  a  short  life.  Low-cou- 
pon certificates,  on  the  other  hand, 
don't  yield  enough — generally  less 
than  10.5%  now. 


•  Municipal  bonds  The  muni  mar- 
ket was  flooded  with  new  offerings 
in  the  final  months  of  1982  by  issu- 
ers trying  to  beat  the  1982  tax  act's 
deadline  for  confining  ■  new  tax- 
exempts  to  registered  bonds.  Before 
the  deadline  was  extended  to  July  1 
of  this  year — in  the  Technical 
Amendments  Act  the  last  week  of 
December — this  glut  drove  muni 
prices  down  and  consequently  near- 
ly eliminated  the  difference  in  re- 
turn between  high-quality  tax-frees 
and  high-quality  taxables.  With  the 
calming  of  the  tax-free  calendar, 
however,  the  gap  started  to  widen 
again.  Interest  rates  fell  and  prices 
rose  on  new  tax-frees  faster  than  on 
taxables. 

Remember  that  the  yield  curve — 
yield  plotted  against  maturity — 
now  rises  for  tax-exempts  much 
more  steeply  than  for  taxables. 
That's  because  there's  a  limited 
supply  of  short-term  tax-exempts 
and  an  insatiable  demand  from  the 
newly  organized  tax-free  money 
market  mutual  funds,  which  by 
covenant  can't  buy  longer-maturity 
issues. 

For  the  time  being,  the  muni  mar- 
ket is  under  siege  by  big  offerings 
from  public  utility  districts  such  as 
Colorado's  Platte  River  Power  Au- 
thority, Municipal  Electric  Author- 
ity of  Georgia  and  Texas  Municipal 
Power  Agency.  This  type  of  security 
is  a  bargain.  In  early  March,  for  ex- 
ample, Platte  River's  93As  of  2013 
were  trading  to  yield  9.5%.  Texas 
Municipal's  9vAs  of  2012  returned 
9.55%.  New  York  City  Municipal 
Assistance  Corp.  bonds,  the  recent- 
ly offered  10%s  of  2008,  were  priced 
to  yield  10.25%. 

As  the  volume  of  tax-free  new 
issues  moves  closer  to  balance  with 
other  segments  of  the  market,  the 
prices  of  those  bonds  will  move  up 
and  yields  will  fall.  So  tax-frees  will 
provide  a  better  total  return  than 
taxables  as  the  yield  differential 
works  back  to  a  more  normal 
number  next  fall. 

Normality,  it's  wonderful:  If  this 
forecast  is  correct,  the  price  of 
Platte  93/4S  could  rise  from  102.4  to 
133  by  the  end  of  the  year,  for  a  total 
return  of  43%.  To  match  that,  the 
DJI  would  have  to  rise  more  than 
350  points. 

With  potential  returns  like  the 
above  in  the  offing,  who  needs  com- 
mon stocks?  ■ 
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The  Contrarian 
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Why  should  future  earnings  be  capital- 
ized at  a  higher  rate  than  present  earn- 
ings? Its  the  kind  of  nonsense  that  can 
pass  for  sense  on  Wall  Street. 

A  BIRD  IN  THE  BUSH 


Recognizing  value 


Looks  may  be  deceiving  in  some  panies.  In  spite  of  market  valu- 
cases,  but  not  with  these  four  com-    ation,  what  you  see  is  what  you  get. 


 Earnings  

Ten-year  Ten-year 

Per  share  Per  share*    Yield*     growth    dividend  P/E  P/E* 

Company      Price        1982         1983        1983         rate       growth  1982  1983 


By  David  Dreman 


Here's  the  quiz.  Look  across  the 
rows  in  the  table  opposite,  each  of 
which  contains  the  statistics  on  a 
major  company.  Study  the  current 
earnings  per  share,  yields  and 
growth  rates.  The  question  is: 
Which  two  are  worth  more?  Stop 
snickering.  The  answer  is  not  com- 
panies one  and  two.  At  least  not 
according  to  current  valuations;  it's 
companies  three  and  four.  Sure,  the- 
answer  seems  a  little  wacky,  but 
who,  other  than  the  efficient-mar- 
ket gang,  still  thinks  that  markets 
are  rational? 

If  we  look  at  the  companies  more 
closely,  we  will  see  the  reasons.  The 
first  two,  Standard  Oil  of  Ohio  and 
CIGNA,  are  almost  pariahs  on  The 
Street  today.  In  the  first  case  we 
have  an  oil  glut  and  price  slashing 
by  blue-eyed  and  brown-eyed 
sheikhs  alike,  and  a  company  on  the 
dark  side  of  the  property/casualty 
cycle  in  the  second. 

Since  perceptions  in  the  markets 
often  count  for  more  than  facts,  in- 
vestors forget  both  companies  have 
had  fiist-rate,  albeit  cyclical,  earn- 
ings growth,  high  and  increasing 
dividends,  and  strong  balance 
sheets — not  to  mention  the  likeli- 
hood of  more  of  the  same  ahead. 

And  what  is  the  magic  of  three 


David  Dreman  is  managing  director  of 
Dreman,  Gray  &  Rmbry,  Investment  Coun- 
sel, New  York,  and  author  of  The  New 
Contrarian  Investment  Strategy. 


One 

41 

$7.63 

$7.75 

Two 

44 

6.37 

7.50 

Three 

40 

d 

6.00 

Four 

31 

d 

1.00 

d:  Deficit.    'Estimate.  tNegative. 

and  four?  Simple.  The  Street  is 
excited  about  the  recovery  pros- 
pects of  the  cyclicals:  Company 
three  is  Ford.  Four  is  Fruehauf.  In 
fact,  investors  have  become  so  en- 
thralled with  their  earnings 
progress  that  prices  liberally  dis- 
count best-estimate  prospects  for 
1983  and  1984.  Even  if  everything 
works,  Ford  should  earn  only  $6 
in  1982  and  maybe  $9  in  1984; 
Fruehauf,  $1  in  1983  and  possibly 
$3  in  1984. 

Now  look  at  the  P/Es  of  the  four 
companies.  What  the  table  makes 
clear  is  that  even  if  everything 
comes  up  roses  for  Ford  and  Frue- 
hauf— something  very  chancy  at 
best — they  are  still  anything  but 
cheap.  Both  had  losses  in  1982  and, 
even  if  best-case  estimates  come 
through,  they  are  at  higher  P/Es  on 
1983's  earnings  than  Standard  of 
Ohio  and  CIGNA  were  on  1982's. 
If  the  earnings  of  the  latter  two 
rise  in  1983,  a  fair  assumption,  the 
comparisons  get  worse.  Then,  too, 
Ford  currently  pays  no  dividends, 
while  Fruehauf  recently  cut  its 
payout. 

If  you  are  confused,  so  am  I.  For 
this  reasoning  clearly  says  a  bird  in 
the  bush  is  worth  three  in  the  hand. 
The  Street  has  become  so  excited  by 
cyclical  prospects  that  it  is  willing 
to  pay  much  more  for  chancy  recov- 


ery earnings  and  negligible  divi-( 
dends  than  for  the  far  more  solid 
income  and  dividends  of  companies 
that  are  out  of  favor  today. 

To  me,  we  are  again  looking  at  a| 
bubble.  While  the  excesses  in  valuJ 
ation  certainly  are  not  of  the  magni^ 
tude  of  the  two-tier  market  of  a  den 
cade  ago  or  the  junior  energy-high-1 
tech  markets  of  1979-80,  they  arej 
still  extreme. 

The  comparison  of  companiesl 
one  and  two  with  three  and  fourl 
becomes  more  lopsided  when  you 


6.5%  19.5%  22.5%  5.4  5.3 

5.4  9.6  19.4  6.9  6.3 
—           t            t  —  6.7 

1.5  t            t  —  31.0 


glance  at  the  earnings  and  dividend 
growth  records  of  Sohio  and  CIGNA 
over  the  past  ten  years.  Even  in  a 
worst-case  scenario,  earnings  for  So- 
hio shouldn't  drop  much  this  year. 
Remember,  because  of  the  windfall- 
profits  tax,  Uncle  Sam  absorbs 
much  of  any  price  drop,  while  lower 
oil  prices  should  improve  refinery 
margins. 

Finally,  you  get  a  major  cyclical 
play  in  Sohio  for  nothing.  Kenne- 
cott,  its  fully  owned  copper  subsid- 
iary, had  losses  that  reduced  total 
company  earnings  by  10%  in  1982. 
If  cyclicals  do,  in  fact,  recover, 
Sohio  could  have  a  20%  swing  in 
earnings  from  Kennecott  alone. 

CIGNA's  story  isn't  much  differ- 
ent. Earnings  and  dividends  should 
move  up  smartly  as  the  company 
comes  out  of  the  property/casualty 
slump  in  the  latter  part  of  the  year. 

Here  again  we  see  one  of  the  old- 
est themes  of  markets:  enthusiasm 
checkmating  logic.  That's  why  the 
market  will  pay  more  for  chancy 
cyclical  recovery  earnings  in  no- 
growth  industries  than  it  will  for 
the  earnings  of  expanding  compa- 
nies at  bargain-basement  prices,  if 
such  companies  are  considered  ta- 
boo. Not  only  is  there  a  lesson  to  be 
learned  from  this,  but  there  are  good 
profits  to  be  made  by  investors  who 
move  on  the  opportunity.  ■ 
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tome  IRA's  offered  toasters. 


We  delivered  a  20%  return! 


ither  than  offering  toasters,  the  Northwestern 
utual  One  Fund  IRA  offers  many  important 

^vantages.  First  of  all,  our  IRA  is  fully  managed. 

(hat  means  our  managers  will  invest  your 

loney,  in  varying  proportions,  in 

jocks,  bonds  and  money  market 

i  nds  — searching  out  which 

rer  investments  they 

Hieve  offer  the  greatest 

oportunities  at  any  one 

jme  in  a  continuously 

nanging  market.  The 

\  suit:  our  One  Fund 

|:A  had  a  20%  return!* 

URTHER  ADVANTAGES. 

ilorthwestern  Mutual 

iso  offers  a  special 

'usability  Rider  that  will 

bntinue  to  fund  your 

\IA  in  the  event  you're 

isabled  and  lose  your 

ncome.The  Northwestern's 

'A  can  also  guarantee  that  you  or  your  spouse 

ill  receive  a  monthly  pension  check  every 

lonth  after  you  retire,  no  matter  how  long 

ither  of  you  may  live.  And,  all  of  these 

orthwestern  advantages  are  backed  by  a  pro- 

?ssional  investment  team  who  already  success- 

j 1 1 V  manages  over  13  billion  dollars  in  assets! 

CT  BEFORE  APRIL  15TH. 

Drtunately  if  you  haven't  already  started  a 


Northwestern  Mutual  Life  IRA  program  for  1982 
—  you  still  have  time  to  do  so.  Up  until  April 
15th,  1983,  you  and  your  spouse,  if  both 
employed,  may  contribute  up  to 
$4,000  into  our  tax- 
deferred  IRA  program 
and  receive  the  tax 
savings  on  your  1982 
income  tax  return! 
But  you  must  act 
quickly  to  apply  your 
savings  toward  your 
1982  return. 
For  more  complete 
information  on 
Northwestern  Mutual 
Life's  Individual  Retire- 
ment Annuities  (including 
a  prospectus  which  describes 
all  charges  and  expenses),  just 
call  the  800  number  below.  We'll 
provide  you  with  all  the  necessary 
information  for  you  to  read  carefully  before 
making  an  investment  decision.  But  sorry— 
we  won't  give  you  a  toaster. 


CALL  TOLL-FREE  TODAY:  1-800-528-6050 

In  Arizona:  1-800-352-0458 

In  Alaska  &  Hawaii:  1-800-528-0470 

*Based  on  money  deposited  in  Variable  Annuity  Fund  B,  Multiple 
Investment  Division,  on  )anuary  1,  1982  and  left  to  accumulate 
through  December  31,  1982  as  shown  in  the  current  prospectus. 


The  Quiet  Company 
A  tough  act  to  follow 

C>  1983  The  Northwestern  Mutual  Life  Insurance  Company.  Milwaukee,  Wisconsin 


Stock  Trends 


A  recovering  economy,  the  wedding  of 
Soviet  and  Western  interests,  the  threat  of 
war  and  more  offer  promise  to  investors. 

5  OILS  TO  BUY 
7  REASONS  WHY 


By  Ann  C.  Brown 


The  OPEC  oil  ministers  are 
"sheikhing"  in  their  boots,  afraid 
that  the  latest  cut  in  the  price  per 
barrel  won't  be  the  last.  Rumors 
abound  of  $15  oil.  Maybe  even  as 
low  as  $10.  Maybe,  but  I  don't  think 
so.  First,  there  are  too  many  power- 
ful parties  interested  in  protecting 
the  price.  Take  Russia,  for  example. 
The  U.S.S.R.  is  a  big  exporter  of  oil 
and,  if  it  has  to  reduce  its  prices  to 
keep  competitive  in  world  markets, 
the  loss  of  foreign  exchange  could 
be  keenly  felt  by  the  new  regime. 

Strange  bedfellows  joining  the  So- 
viets in  pressuring  for  a  prop  under 
oil  prices  are  the  capitalist  bankers 
who  have  loaned  billions  to  the  oil- 
producing  nations,  many  of  which 
may  be  unwilling  or  unable  to  repay 
their  borrowings.  Individual  banks 
fear  for  their  earnings,  the  Federal 
Reserve  fears  for  the  banks  and  the 
Administration  is  afraid  that  the  en- 
tire international  financial  system 
could  collapse  if  defaults  by  oil-col- 
lateralized  borrowers  cause  chain- 
reaction  failures.  The  current  crisis 
in  oil  prices  should  encourage  the 
Fed  to  keep  interest  rates  from  ris- 
ing. And,  with  the  price  of  oil  de- 
clining, the  Volcker  National  Bank 
ought  to  be  able  to  moderate  rates 
without  raising  inflation  concerns. 

Second,  the  massive  oil  inventory 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC.  Brown  &  Associates. 


decumulation  should  be  over.  Janu- 
ary to  March  is  typically  a  time  of 
inventory  drawdown,  and  this  year 
liquidation  was  particularly  heavy, 
since  the  probability  of  a  price  cut 
was  well  known  in  advance.  Inven- 
tory buildup  is  likely  to  be  under 
way  right  now. 

Third,  the  recovery  is  here  at  last. 
With  domestic  business  taking  a 
welcome  turn  for  the  better,  foreign 
economies  also  should  start  to  pick 
up,  further  increasing  the  demand 
for  oil  supplies. 

Reasons  four,  five  and  six  are 
strictly  connected  with  the  stock 
market.  In  brief  they  are: 

4)  The  P/E  multiples  on  the  oils 
are  low  historically  and  in  relation 
to  the  existing  market  multiple. 

5)  The  dividend  yields  are  fre- 
quently high  and,  for  the  most  part, 
secure. 

6)  Most  institutional  investors 
underown  oil  stocks.  Put  another 
way,  the  oils  are  sold  out. 

The  seventh  reason  is  one  I  don't 
like  to  think  about,  but  not  think- 
ing about  war  won't  make  it  any 
less  possible.  Iran  and  Iraq  are  al- 
ready at  it.  Libya  is  rattling  sabers. 
Israel  and  Syria  are  separated  by 
peacekeepers.  Any  trouble  any- 
where in  the  "cradle  of  civilization" 
rocks  the  rest  of  the  world.  And, 
even  if  nothing  ever  happens,  just  a 
hint  of  widening  hostilities  will 
likely  boost  the  price  of  oil. 

Investors  could  profit  from  treat- 
ing the  international  oils  like  bond 
substitutes  and  refiners/marketers 
as  commodity  plays.  The  current 
yields  on  Exxon  (29)  and  Texaco  (32), 
coupled  with  the  fact  that  both  divi- 
dends look  safe  (at  least  for  the  time 
being),  offer  attraction  to  income- 
oriented  buyers  willing  to  risk  an 
unguaranteed  high  return.  Like  all 
Aramco  companies,  both  Exxon  and 
Texaco  have  suffered  from  having 
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to  pay  Saudi  Arabia  considerably 
more  for  crude,  as  the  latter  sough 
to  defend  an  increasingly  unrealis-j 
tic  benchmark  price  for  oil  in  tha, 
face  of  heavy  discounting  by  otheil 
producers.  The  price-cutting  of) 
Arab  members  of  OPEC  could  aiq* 
the  earnings  of  both  companies. 

Exxon  could  show  1983  earnings 
of  $4.50  or  so  per  share  as  a  result  of)  Sft 
the  falling  dollar  and  the  climina-  !!" 
tion  of  the  Aramco  penalty.  Texaco  - 
may  be  able  to  come  in  with  around  ; 
$5.40  per  share  or  more  in  1983,  vs. 
$4.92  in  1982. 

Pennzoil  (36)  is  more  of  a  refiner/ 
marketer  of  oil  products  whose 
business  responds  well  to  lowerl 
crude  oil  costs.  The  company  is  also! 
an  important  factor  in  metals,  par- 
ticularly copper,  through  its  Duval 
subsidiary,  and  copper  typically 
scores  big  in  times  of  economic  re- 
covery. Pennzoil's  stock  has  only 
partially  recovered  from  last  year's 
low  of  25,  in  spite  of  the  fact  that 
earnings  are  estimated  to  be  $4.70 
per  share,  which  tops  the  $4.23  the 
company  earned  in  1981,  when  the 
stock  sold  as  high  as  58.  Next  year's 
preliminary  estimate  is  for  $5.80 
per  share,  or  a  P/E  of  6  for  an  above- 
average  beta  stock. 

Quaker  State  Oil  (16)  stands  to  get  a 
double-barreled  boost  in  earnings 
from  the  drop  in  the  price  of  crude. 
Not  only  is  it  the  basic  ingredient  of 
motor  oil,  but  motorists  should  be 
using  more  oil  as  the  price  of  gaso- 
line drops  and  driving  increases. 
Quaker  State  should  register  its 
fourth  straight  year  of  up  earnings 
in  1982 — perhaps  as  much  as  $2  per 
share.  In  1980,  when  the  company 
earned  $1.19  per  share,  the  stock 
sold  in  the  low  to  mid  20s.  If  this 
happens  again,  Quaker  State  has  the 
potential  for  a  total  return  of  close 
to  50%.  That's  more  than  you  can 
say  for  most  stocks  after  the  350- 
point  move  in  the  DJI. 

Earnings  should  rebound  sharply 
for  Amerada  Hess  (23),  to  around  $4 
per  share  in  1982,  which  would  be 
twice  as  much  as  the  year  before. 
The  company  has  recently  experi- 
enced substantial  losses  in  its  refin- 
ing and  marketing  operations, 
which  could  come  close  to  the  black 
this  year  and  perhaps  be  profitable 
in  1984.  Amerada  Hess  has  a  history 
of  stock  volatility,  but  currently  the 
odds  look  like  4-to-l  in  favor  of  re- 
ward over  risk.  ■ 
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Special  Invitation  from  VALUE  LINE 

lb  Investors  Who  Use 
discount  Brokers 

.  and  make  their  own  investment  decisions 


growing  minority  of  investors 
turning  to  discount  brokers  to 
commission  costs.  Generally, 
>  is  appropriate  only  for  those 
make  their  own  decisions, 
ce  most  discount  brokers  do 
provide  investment  research, 
if  you're  doing  business  with 
discount  broker,  you  need  the 
st  independent  research  you 
get.  (Your  commission  sav- 
js  on  just  a  few  trades  may  pay 
a  full  year  of  such  assistance.) 
ire's  how  Value  Line  can  help: 


3'd  like  to  send  you  Value  Line's 
lest  full-page  Reports  on  each  of 
;00  stocks  under  continual 
/✓iew.  These  come  to  you  ready 
-  instant  use,  fully  indexed  and 
ose-leaf  bound  in  the  Investors 
iterance  Service  and  will  be 
stematically  updated  by  new 
Dports  in  the  weeks  ahead.  Filing 
i<es  less  than  a  minute  a  week. 
I  this  material  is  so  organized  in 
ur  binder  that  you  can  quickly 
rn  to  a  continually  updated 
iport  on  almost  any  leading 

|DCk. 

nese  comprehensive  Reports  cov- 
almost  every  stock  that's  likely 
i  be  of  interest  to  you.  The  1700 
!3cks  covered  by  Value  Line  ac- 
>unt  for  approximately  96%  of  all 
)llar  trading  volume  in  the  U.S. 
luity  markets.  With  Value  Line, 
iu're  really  "well  armed." 
typical  Value  Line  full-page  Re- 
>rt  on  a  stock  includes  22  series 
vital  financial  and  operating  sta- 
utics— going  back  15  years  and 
itimated  3  to  5  years  into  the 
iture— plus  ratings  and  estimates 
relative  Price  Performance  in 
e  next  12  months,  long-term  per- 
intage  Appreciation  Potential, 


Safety,  current  Yield  and  P/E 
compared  to  past  norms,  and 
Value  Line's  analysis  of  ongoing 
corporate  developments.  About 
130  Reports  are  issued  every  week 
— 1700  every  13  weeks,  in  regular 
sequence. 

But  perhaps  most  significant  of  all 
is  the  objective  Value  Line  Rank- 
ing System  which  reduces  thou- 
sands of  hours  of  research  by  70 
experienced  analysts  and  statis- 
ticians to  two  straightforward  sig- 
nals, the  rank  for  Timeliness  and 
the  rank  for  Safety. 

Stocks  to  Avoid  Now.  Because 
Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1700 
stocks,  you  can  quickly  and  easily 
identify  which  stocks  we  currently 
rate  relatively  best  and  worst  for 
your  particular  goals.  We  especially 
suggest  you  avoid  the  400  stocks 
currently  ranked  below  average 
for  Timeliness  (Performance)  in 
the  year  ahead. 

In  addition  to  the  full-page  Re- 
ports, Value  Line's  key  investment 
ratings  and  measurements  for  all 
1700  stocks  are  updated  EVERY 
WEEK  in  our  40-page  weekly  Sum- 
mary &  Index.  With  Value  Line, 
you  are  never  left  "hanging." 

Double  Bonus  Offer,  if  you  re 

an  independent  investor— if  you 
call  your  own  shots— you  should 
settle  for  nothing  less  than  the 


besi.  So  we  invite  you  to  let  us 
send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the 
next  1 2  months.  Plus  two  immedi- 
ate bonuses— the  two-volume 
Investors  Reference  Service  and 
our  penetrating  new  72-page 
guidebook,  "A  Subscriber's 
Guide,"  which  explains  how  even 
inexperienced  investors  can  ap- 
ply thousands  of  hours  of  profes- 
sional research  to  their  own  port- 
folios by  focusing  on  only  two  un- 
equivocal ratings,  one  for  Timeli- 
ness (Performance  in  next  12 
months),  the  other  for  Safety. 

Money  Back  Guarantee:  You 

take  no  risk  in  accepting  this  offer. 
If  you're  not  satisfied  with  Value 
Line  for  any  reason  at  all,  just  re- 
turn the  material  you  have  received 
within  30  days  for  a  full  refund  of 
your  subscription  fee. 

Special  Introductory  Trial 
Oner.  Or  if  you  prefer— and  if  no 
member  of  your  household  has 
subscribed  to  Value  Line  in  the 
past  two  years— you  may  take  an 
introductory  10-  week  trial  for  only 
$37.  You  get  the  same  bonuses 
and  the  same  money-back  guar- 
antee. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American 
Express  or  Visa,  phone  1-800- 
331-1750  (operator  13)  24  hrs. 
7  days  a  week. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 


Department: 
216L28 


INTRODUCTORY  OFFER 

□  Begin  my  1 0-week  trial  subscription  for  $37  to 
The  Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me  the  two 
bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for 
$365  and  send  me  the  two  bonuses  listed  above. 
There  are  no  restrictions  with  this  annual 
subscription. 

SPECIAL  EXTRA  BONUS 

A    pocket-size  CREDIT 
CARD     LCD  CALCULA- 
TOR given  to  you  when  |,«. 
you     order    The  Value 


□  My  payment  is  enclosed.  □  Please  charge  to: 

□  American  Exp.  □  Master  Card  □  Visa 

Expiration  Date  .  

Account  #  


(N.Y.  residents  add  sales  tax.) 
Allow  4  to  6  weeks  for  delivery. 


Signature 


Name 


Line  Investment  Survey  for  one  year. 


Address 


Apt.  No. 


This  subscription 
assignable 


is  tax-deductible  and  non- 


City 


State 


Zip 


Start  earning 
ITax-Free 
Income 


Discover  the  advantages  of  this  no-load 
Municipal  Bond  Fund,  seeking  high  income 
free  from  federal  income  tax.  Income  may  be 
subject  to  state  and  local  taxes. 

▲  No  sales  commission  or  withdrawal  charge 

▲  Dividends  declared  daily 

▲  Invest  as  little  as  $1,000 

1*800*525*8085  in  Continental  U.S. 
A  779-1233  collect  in  Colorado 

FINANCIAL  TAX-FREE 
INCOME  SHARES,  INC. 

P.O.  Box  2040/Denver,  Colorado  80201 


Rush  me  the  prospectus  on  this  tax-free,  no-load  Municipal  Bond 
Fund.  The  prospectus  provides  more  complete  information, 
including  management  fee  charges  and  expenses.  I  will  read  it 
carefully  before  sending  money  or  investing. 

Name   


Address 


UTILITIES 
COMPANY 


DIVIDEND  INCREASED 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  55  cents  per  share  on  the 
common  stock  of  the  Company, 
payable  April  4,  1983  to  share- 
holders of  record  at  the  close  of 
business  March  4,  1983. 


Dallas,  Texas 
February  18,  1983 


PETER  B.  TINKHAM 
Secretory 


Electric  Utility  Subsidiaries: 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


*** 

N.Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E. 53rd  Street 
(Bet.  2nd  &  3rd  Aves.) 
NYC  753-8450-1 


Psychology  &  Investing 


The  modern  practice  of putting  a  price  oti 
everything  one  owns  is  not  only  difficult 
its  a  poor  way  of  trying  to  grow  wealthy 

BEWARE  THE 
MONEY  TRAP 


calculations  has  been  in  progress  fc 
centuries  and,  if  anything,  has  bee 
accelerating  lately. 

Before  examining  the  implic 
tidns  of  this  phenomenon,  it's  im 
portant  to  see  how  deep  and  powei 
ful  the  trend  is.  The  National  Bv. 
reau  of  Economic  Research  ju^ 


By  Srully  Blotnick 


WW 


People  have  been  telling  me  with 
increasing  frequency  in  recent  years 
that  the  world  has  an  "unreality"  to 
it  that  it  didn't  have  before.  They 
are  aware  that  the  feeling  has  some- 
thing to  do  with  money,  using  the 
term  in  the  broadest  sense.  And 
they  are  right.  For  one  thing,  an 
increasing  proportion  of  what  they 
own  is  in  the  form  of  paper  assets — 
stocks,  bonds,  mutual  funds,  CDs, 
pension  claims.  In  many  cases,  peo- 
ple don't  even  possess  one  of  those 
graceful  old  pieces  of  paper  with  a 
bare-chested  woman  in  the  corner; 
their  "wealth"  is  just  a  blip  on  a 
computer.  Even  with  their  tangible 
assets — the  houses  they  live  in,  the 
cars  they  drive,  the  pictures  they 
hang  on  their  walls,  the  premises 
from  which  they  conduct  their  busi- 
nesses— they  are  increasingly  con- 
scious of  the  financial  dimension. 
In  short,  people  are  coming  to  think 
of  everything  as  having  a  liquid, 
monetary  value.  A  house  is  no  long- 
er just  a  home  but  an  asset  whose 
value  shifts  constantly.  Most  people 
think  the  monetization  of  society  is 
a  consequence  of  inflation  and  will 
fade  with  waning  inflation.  Not  so. 
The  trend  toward  more  financial 
(and  hence  intangible)  factors  in  our 
lives  and  in  our  personal  net  worth 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


published  a  monograph  entitle 
"The  National  Balance  Sheet  of  th 
U.S.:  1953-1980,"  by  Raymond  VY 
Goldsmith  (The  University  of  Chi 
cago  Press,  $30).  It  thoroughly  docu 
ments  the  shift  in  the  U.S.  toward 
greater  proportion  of  assets  being  ii 
financial  instead  of  tangible  form. 

The  great  French  historian  Fe 
nand  Braudel  provides  the  bac 
ground  for  this  in  The  Structures  cj 
Everyday  Life  (Harper  &  Row,  $30 
"For  the  whole  of  the  19th  centur 
and  until  the  Keynesian  revolution 
[economists]  tended  to  conside 
money  as  a  neutral  element  in  eco 
nomic  exchange,  or  rather  as  a  veil 
to  tear  away  the  veil  and  observi 
what  it  concealed  was  the  objective 
of  'real'  economic  analysis.  Th 
point  was  not  to  study  money,  bu 
the  underlying  realities:  the 
change  of  goods  and  services,  th 
flow  of  income  and  expenditure." 

But  increasingly,  as  the  NBEF 
monograph  shows,  in  many  way 
money  has  become  more  real  to  u 
than  the  underlying  reality.  What 
that  got  to  do  with  us  as  busines 
people  and  investors?  Plenty.  There 
are  financial  and  psychological  pit 
falls  in  the  new  attitude. 

Once  people  have  monetizec 
something,  they  have  unwittingly 
brought  themselves  halfway  to  the 
point  of  selling  it.  Odd  as  it  may 
sound  at  first,  the  main  reason  peo 
pie  don't  leap  to  sell  even  more 
what  they  now  own  is  that  they 
don't  know  what  it's  worth.  Once 
they  do,  however,  it  will  be  well  on 
its  way  to  being  in  someone  else 
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j  mds.  More  to  the  point,  it  will  be 
Jut  of  theirs;  they  will  feel  removed 
'jjDm  it  emotionally.  Whatever  per- 

mal  pleasure  they  once  got  from 
'  jvning  and  using  it  (if  they  ever  got 
|iy)  has  passed.  Now  they  are.impa- 
!  ently  waiting  for  the  amount  on 
me  price  tag  to  be  delivered  to  them 
!i  dollars.  Time  to  cash  in.  Out  of 
|  iffany  lamps,  into  Victorian  paint- 

igs.  Sell  the  condominium,  buy 
[  )untry  acreage — or  vice  versa.  The 
kecutive  version  thereof:  Liquidate 

I  eel  mills  and  buy  oil  wells — or 
nee  versa.  Money's  what  counts, 
rfothing  has  inherent  value. 

I I  leave  the  moral  implications  to 
!  ioralists.rMy  own  conclusions  are 

i  nancial:  There  has  probably  never 
.pen  a  better  time  to  resist  the  pres- 
i  ire  on  all  of  us  to  treat  every  phys- 
ical and  financial  asset  of  ours  (the 
|  uman  ones  as  well)  as  mere  play- 
tilings.  You  see  evidence  of  the  pres- 
[are  every  day  in  the  financial 
[  ages.  A  can  company  decides  to 
jihange  into  a  financial  services 
pmpany.  A  major  conglomerate 
pirns  part  of  its  assets  into  a  pool  of 
Japital  that  it  uses  to  buy  and  sell 
mocks  on  the  open  market.  The  em- 
jfhasis  is  no  longer  on  running  a 
business  but  on  figuring  out  where 
Hie  highest  return  on  assets  is  this 
month.  The  old  advertising  saw 
jlsed  to  be:  "It's  not  fake  anything, 
H:'s  real  Dynel."  The  modern  ver- 
sion: "It's  not  fake  anything,  it's 
pal  paper."  Or,  "We're  not  in  the 
chemicals  business;  we're  in  the 
business  of  redeploying  our  assets 
Ho  obtain  maximum  return." 
I  This  frenzy  of  buying  and  selling  is 
reat  for  brokers,  dealmakers,  find- 
Irs,  lawyers  and  agents  of  every  sort, 
"he  more  transactions  you  make, 
he  richer  they  get.  The  nation  is  on  a 
'aper-shuffling  binge.  What's  wrong 
*vith  that?  Just  this:  After  two  de- 
:  ades  of  studying  personal  financial 
uccess  and  failure,  I  wrote  a  book, 
Wetting  Rich  Your  Own  Way,  which 
vas  recently  released  in  paperback. 
Jo  it  I  pointed  out  that  the  great 
:najority  of  people  who  become  rich 
.nd  successful  get  that  way,  not  by 
hinking  of  money  as  the  only,  or 
:ven  the  main,  reality,  but  by  finding 
omething  they  enjoy  and  immers- 
ng  themselves  in  it  for  decades  on 
bid.  The  paper  shufflers  not  only 
vound  up  on  an  emotional  roller- 
coaster,  their  financial  goals  were 
rustrated  as  well.  ■ 


Why  investors  who  know 

the  market  choose 
Fidelity  Select  Portfolios. 


Fidelity  Select  Portfolios  gives 
you  an  unusual  opportunity  to  con- 
centrate your  investments  in  any  of 
six  exciting  market  sectors:  Tech- 
nology, Precious  Metals  and 
Minerals,  Health  Care, 
Energy,  Financial  Services  or 
Utilities. 

How  well  have  the  portfolios 
performed?  Compare  the 
performance  of  Fidelity 
Select  Portfolios  to  the  S&P 
500*  You'll  see  that 
five  out  of  six  port- 
folios  outperformed  f 
it  in  the  past  year.*\^ 
Here  are  the  total  re-  N, 
turns  from  January  1 


Fidelity 

Select 

Total  < 

Portfolios 

Return 

Technology 

+  56.3 

Precious  Metals 

+  54.1 

Health  Care 

+  45.3 

Energy 

-12.2 

Utilities 

+  23.1 

Financial  Services 

+  25.2 

S&P  500 

+  21.5 

through  December  31,  1982. 
These  figures  include  dividends 
paid  by  the  stocks  in  each  Portfolio 
and  any  realized  capital  gains  or 
losses.  (These  are  the  latest 
figures  and  update  those  found  in 
the  Fund's  prospectus  offered  at 
the  end  of  this  ad.) 

Of  course  past  results  are  no 
guarantee  of  future  performance. 
And  like  any  investment  in  stocks, 
Fidelity  Select  Portfolios  can  lose  as 
well  as  gain. 

One  important  reason  Select 
Portfolios  has  performed  so  well  is 
the  experienced  management  of 
Fidelity's  sector  specialists.  Today 


k  \rV)K.     \Fidelity  manages 

P17     billi0n  f0r 

^JpK^K$/over  1,000,000 
pr^fXj^^y'  investor  accounts. 

/  It's  easy  to  start 
investing  in  Select 
Portfolios.  Low 
initial  investment  of 
just  $1,000.  There 
are  no  commissions 
or  sales  charges 
(there  is  a  1%  fee  for 
any  redemption  out 
of  the  Fund). 
Plus  you'll  have  the  flex- 
ibility to  switch  your 
investment  at  any  time 
among  any  of  the  six  sec- 
tors. You  can  even  transfer 
to  a  Fidelity  money  market 
fund  with  just  a  phone  call. 
If  you  want  a  unique 
way  to  invest  in  any  of  six  exciting 
market  sectors,  call  Fidelity  now 
for  a  free  information  kit. 

There's  no  cost  and  no  obliga- 
tion. So  call  or  write  today. 

*The  Standard  &  Poor's  500  Index,  an  unmanaged 
group  of  common  stocks,  is  widely  recognized  as  an 
index  of  stock  market  performance. 

Call  toll  free. 
1-800-225-6190. 

In  Mass.call  collect  617-523-1919. 
I—™ —————— — 

Write  to  the  Fidelity  Group  oO 
P.O.  Box  832,  Dept.  J B  032883 
82  Devonshire  Street,  Boston,  Mass.  02103 
For  a  complete  information  kit,  including 
management  fees  and  expenses,  please  write 
or  call  for  a  free  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 

Retirement  Plan  Information: 
IRA  □  KeoghD 


Zip 


FIDELITY 

SELECT  PORTFOLIOS 
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Two  morals:  Avoid  surgeons,  if  you  can; 
dont  judge  a  book  by  its  title. 

A  BOOK  I  ALMOST 
DIDN'T  READ 


By  Thomas  P.  Murphy 


I  was  four  weeks  into  recovery  after 
having  survived  some  nasty  surgery 
and  had  read  everything  in  the 
house  except  the  serial  numbers  on 
the  appliances,  when  the  review 
copy  of  a  new  book  on  small  busi- 
ness arrived.  Normally,  I  would  pre- 
fer reading  serial  numbers  to  read- 
ing inspirational  books  on  small 
business.  The  title  of  this  one,  The 
Insider's  Guide  to  Small  Business  Re- 
sources, did  nothing  to  reassure  me. 
It  sounded  hokey.  What's  this  "in- 
sider" business? 

Well,  I  have  learned  two  things 
recently.  One  is  to  avoid  surgeons,  if 
you  possibly  can,  and  the  other  is: 
Don't  judge  a  book  by  its  title.  The 
co-authors  of  this  one  are  David  E. 
Gumpert,  an  ex-Wall  Street  Journal 
writer  who  now  works  for  Harvard 
Business  Renew,  and  Jeffrey  A.  Tim- 
mons,  who  teaches  management  at 
Northeastern  University.  This  clev- 
er pair  have  had  the  wisdom  and  the 
humility  to  do  something  nobody 
else  has  done  in  the  small  business 
field.  They  have  methodically 
brought  together,  under  one  cover, 
the  basic  sources  for  information, 
consulting  help  and  capital  for  new 
and  small  enterprise.  Instead  of  pre- 
tending to  write  a  recipe  book  on 
starting  businesses,  they  simply 
took  areas  where  every  would-be 
entrepreneur  and  most  people  man- 


Thomas  P.  Murphy  heads  a  venture  capital 
fin)/.  Partnership  Dankist,  Stamford,  Conn. 


aging  small  businesses  have  ques- 
tions or  encounter  problems  and 
then  detailed  where  to  go  for  help 
and  how  much  that  help  might  cost 
and,  sometimes  more  important, 
how  much  time  it  might  take. 

They  have  done  a  good  job,  for 
example,  in  bringing  together  the 
scattered  state  and  local  govern- 
ment sources  of  help.  This  could  be 
dismissed  as  directory  kind  of  stuff, 
but  that  is  just  the  point.  A  wide- 
ranging  directory  touching  on  the 
major  needs  of  entrepreneurs  has 
never  been  done  before.  One  entry 
can  save  hours  of  frustrating  tele- 
phone calls.  To  mention  a  recent 
experience  of  my  own,  it  took  me 
seven  or  eight  phone  calls  and  ten 
days  to  locate  my  own  state's  small 
business  agency  and  to  find  out 
whether  a  business  I  was  trying  to 
help  might  qualify  for  a  loan. 

The  book  does  the  same  kind  of 
thing  for  federal  government  financ- 
ing sources.  In  fact,  I  do  not  know 
anywhere  else  that  all  of  the  federal 
programs  are  brought  together,  with 
their  quirky  qualifications.  And  the 
book  gives  a  frank  assessment  of 
whether  the  help  that  the  agency 
lists  in  its  literature  really  exists.  It 
does  a  nice  job  of  putting  the  Small 
Business  Administration's  various 
loan  programs  into  perspective,  and 
that  is  difficult  information  to  come 
by.  The  writers  also  have  the  so- 
phistication to  recognize  that  the 
open-vault  attitude  of  the  Farmers 
Home  Administration,  for  several 
years  one  of  the  least-known  and 
softest  touches  in  Washington,  has 
been  winding  down  under  the  Rea- 
gan Administration. 

Education  and  training  for  start- 
ing entrepreneurs  is  also  detailed  in 
the  book.  It  is  the  first  source  I  have 
seen  for  this  kind  of  information, 
and  I  am  amazed  at  the  extent  of  it. 
Professor  Karl  Vesper  of  the  Univer- 


sity of  Washington  in  Seattle  found 
that  by  1980  there  were  200  colleges! 
offering  courses  in  entrepreneur- 
ship,  and  the  book  lists  them. 

Beyond  the  college  courses,  the! 
new  fascination  with  entrepreneur- 
ing  has  created  a  fair  number  of  pro- 
prietary courses  on  the  subject. 
Some  of  them  are  well  run  and  seri- 
ous, while  a  fair  number  are  pic-inn 
the-sky  hokum  run  by  glib  promot- 
ers. The  book  offers  some  wise  clues 
to  help  distinguish  between  the  two 
kinds.  Beware,  the  book  warns,  of 
courses  that  promise  to  write  your 
business  plan  for  you  or  suggest  that 
they  can  raise  capital  for  you  or, 
through  psychological  testing,  tell 
you  whether  you  can  become  a  suc- 
cessful entrepreneur. 

The  authors  are  not  quite  asi 
strong  in  their  chapter  on  venture 
capital.  The  subject  is  a  book  in| 
itself.  (Indeed,  the  report/'Guide  toi 
Venture  Capital  Sources"  is  pub- 
lished annually,  and  is  book  length. )i 
What  the  authors  of  Insider's  have 
tried  to  do  is  offer  an  "overview"  ofl 
the  larger  or  better-known  venture 
firms  and  a  paragraph  or  two  on 
what  those  firms  expect  from  entre- 
preneurs and  which  businesses  they; 
prefer  to  invest  in. 

There  is  nothing  wrong  with  that 
approach — in  theory.  In  practice, 
though,  I  have  found  that  the  "poli- 
cies" of  venture  firms  are  honored 
in  the  breach  rather  than  the  adher- 
ence. For  example,  Insider's  men- 
tions the  rather  broad  investment 
approach  being  taken  by  a  large 
venture  firm.  Almost  anything  in- 
volving high  technology  is  of  inter- 
est to  them.  That  may  be  what  the 
firm  tells  authors  and,  indeed,  I 
have  heard  the  two  general  partners 
talk  for  hours  to  each  other  about 
their  new  policy  of  investing  in 
anything  in  high  tech.  I  have  also 
noticed  that  the  only  companies 
they  ever  actually  invest  in  are 
computer  related.  There  are  things 
even  "insiders"  can't  know. 

If  I  hadn't  been  laid  up  after  sur- 
gery both  you  and  I  probably  would 
have  given  short  shrift  to  The  Insid- 
er's Guide  to  Small  Business  Resources. 
So,  my  ailment  is  your  gain.  I  rec- 
ommend the  book  as  a  competent, 
comprehensive  guide  to  a  field  in 
which  information  is  scattered  and 
hard  to  come  by.  It's  worth,  in  the 
time  it  will  save  you,  the  $24.95 
Doubleday  asks  for  it.  ■ 
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"Statistics?  Detroit  knows  that  statistics  aren't  the  only  way  a  magazine 
delivers.  You  can't  give  a  number  to  influence,  image^ 
prestige  or  credibility.  But  everyone  knows^ 
those  are  just  the  things  that  make  the 
difference  when  you  sell  cars.  For  my 
money,  that's  why  so  many  automotive 
advertisers  are  sold  on  The  New  Yorker." 

"Yes,  The  New  Yorker' 
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The  downward  pressure  on  oil  prices 
brings  with  it  the  chance  of  a  carrying- 
charge  market.  There  s  a  way  to  play  it. 

ONE  WAY  TO  PLAY 
THE  "CONTANGO" 


By  Stanley  W.  Angrist 


How  much  further  will  crude  oil 
prices  fall?  No  one,  at  this  writing, 
can  say  with  any  certainty,  but  one 
way  we  can  get  some  clues  is  by 
looking  at  the  current  spot  price  for 
Saudi  Arabian  marker  crude.  Re- 
cently, it  has  been  close  to  $28  per 
barrel.  The  market  is  flatly  saying 
that  the  official  Saudi  price  of  $34  is 
about  $6  too  high. 

The  $28  price  will  hold  if  OPEC 
can  successfully  allocate  market 
share  under  conditions  of  declining 
demand.  Historically,  OPEC  has 
never  been  able  to  allocate  market 
share,  even  under  rising  demand,  so 
there  is  good  reason  to  think  that  a 
$28  price  will  not  be  the  bottom. 

Demand  in  the  U.S.  continues  to 
be  weak,  despite  the  many  signs 
that  economic  recovery  is  under 
way.  Industry  data  for  January  show 
that  the  demand  for  distillate  (in- 
cluding heating  oil)  was  13%  under 
the  1982  level  and  a  tremendous 
23%  under  1981's.  The  story  with 
gasoline  is  much  the  same. 

In  its  January  meeting,  OPEC  al- 
most agreed  to  a  production  level  of 
17.5  million  barrels  per  day  (bpd). 
Unfortunately — for  the  cartel's  pur- 
poses— demand  is  currently  esti- 
mated at  16.5  million  bpd.  So  even 
if  the  cartel  had  agreed,  it  still 
would  have  been  producing  1  mil- 

Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets 


lion  bpd  more  than  demand.  As 
matters  now  stand,  chances  for  an 
agreement  on  quotas  seem  slim. 
The  world  waits  for  Saudi  Arabia — 
without  which  there  really  is  no 
credible  OPEC  position — to  make 
known  its  new  pricing  strategy. 

Meanwhile,  economic  pressures 
on  Mexico,  Norway,  Britain  and 
other  non-OPEC  producers  to  keep 
pumping  oil  are  unrelenting.  Thus, 
there  is  the  strong  possibility  of  a 
price  war  among  OPEC  members 
just  to  preserve  market  share.  Un- 


ert  additional  downward  pressure 
on  crude  and  its  products. 

In  the  commodities  markets,  this 
latter  pressure  will  manifest  itself 
in  a  tendency  to  eliminate  the 
backwardation.  That's  commod- 
ities market  jargon  for  nearby  con- 
tracts selling  at  a  premium  to  the 
distant  contracts.  It  would  not  be 
surprising,  given  sufficient  pressure 
at  the  crude  level,  to  see  a  contango, 
or  carrying-charge,  market  estab- 
lished in  both  the  heating  oil  and 
gasoline  markets. 

In  the  event  a  contango  market 
does  get  started,  there  is  a  trade  I 
would  recommend.  I  would  look  to 
buy  the  June/sell  the  May  heating 
oil  contracts,  with  May  at  least  30 
points  over  June.  I  would  look  for 
June  to  rise  to  at  least  a  125-point 
premium  to  May,  for  a  profit  per 
contract  of  $651,  less  commissions. 
I  would  risk  no  more  than  60  points 
($252  per  contract)  on  a  close-only 
basis  from  my  entry  point. 

The  margin  on  this  trade  is  about 
$500,  while  round-turn  commission 


Crude  comparisons 


OPEC  has  held  together  this  long  because  the  Saudis  were  willing  to 
cut  their  production  to  compensate  for  the  increased  pumping  of 
dollar-hungry  Iran,  Venezuela  and  Libya,  the  shaded  bars  (left  hand) 
show  OPEC's  allowed  production  ceiling  for  March  1981,  which 
totaled  16.81  million  bpd.  The  open  bars  (right  hand)  show  Merrill 
Lynch's  estimates  of  current  production  of  18  million  bpd.  If  demand 
stays  flat,  production  must  fall ...  or  prices  will. 


Millions  of  barrels  per  day 
 Ceiling 


3  — 


0  — 


-  Current  production 


Saudi 
Arabia 


Iran 


Venezuela 


Libya 


Nigeria 


Others 


der  these  circumstances,  it  would 
seem  likely  that  refiners'  inventory 
levels  might  be  allowed  to  decline 
further. 

The  process  of  working  off  excess 
inventories,  of  course,  will  itself  ex- 


is  about  $80.  If  this  trade  works  out 
half  as  well  as  the  heating  oil  versus 
gasoline  trade  recommended  in  the 
Nov.  22,  1982  column,  it  will  be  a 
great  way  to  start  the  spring  trading 
season.  ■ 
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They  know  the  world  of  futures 
because  they  know  the  world. 


The  Heinold  Commodities  giiResearch  Group. 


ke  your  Heinold  Broker, 
;ese  economists  and  re- 
[arch  analysts  are  futures 
iecialists.  Their  job  is  to 
j>till,and  interpret  the  wide 
Eriety  of  factors  that  influ- 
ce  the  futures  market. 

hey  live  the  market  on  a 
obal  scale,  evaluating  infor- 
lation  out  of  commodity 
i  changes  and  news  sources 
om  Tokyo  to  Tulsa.  Then,  in 
|e  form  of  written  reports, 
recasts  and  live  Heinold 
lotline"  broadcasts,  they 
ilay  their  findings  to  hun- 
jeds  of  Heinold  Brokers 
iross  the  nation. 

nese  men  and  women  are 
■>ur  Heinold  Brokers  window 
i  the  world  of  futures.  Every 
isiness  day,  thousands  of 
ades  in  everything  from 
ains  to  gold  to  T-Bonds  are 
ifluenced  by  their  infor- 
iation.  It  has  to  be  the  best, 
^cause  like  your  Heinold 
roker,the  Heinold  Research 
roup  has  one  key  respon- 
plity,  to  help  you  make 
loney  in  the  futures  market. 


Please  send  me  the  latest  issue 
ofMARKETWATCH 

Mail  to:  J.  Barry  Weber,  Vice  President 
Heinold  Commodities,  Inc. 
Main  office:  250  South  Wacker  Drive, 
Chicago,  IL  60606  312.64«.8O00 

F4-83 


Name- 


Address_ 


City_ 


State- 


_Zip_ 


□  I  am  a  Heinold  Commodities  client. 
My  Broker's  name  — 


He's  sure. 
He's  bold. 
He's  Heinold. 

Call  Toll-Free  800.621.0266. 
in  Illinois  800.972.0022. 

Chicago  •  New  York  •  London 

14  5  offices  nationwide. 

Member  of  all  principal  commodity  exchanges. 
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"No-Load"  Funds! 
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■ gold,  bond,  income  &  money  funds. 
You'll  benefit  from  FUNDLINE's  latest 

■ 24-page  issue:  lists  ratings  (top- 
performing  funds); forecasts  (tells  you 
when  to  make  your  move);  charts 

■ (shows  you  moving  averages  on  log 
trend  graphs);  helps  you  achieve  3  goals: 
1 .  Buy  near  the  bottom 

■ 2.  Sell  near  the  top 
3.  Remain  invested  in  top-performing 
no-load  mutal  funds  A  $10  VALUE! 

■ FREE  BONUS  BOOKLET!  -How  To 
Pick  The  Super  Funds  Of  The  Future." 
You  also  get  FREE  Update  Bulletin.  A 

■ 55  VALUE! 
Try  FUNDLINE's  Investment  Advisory 

■ Service  for  ONE  FULL  MONTH— you 
get  thisS/5  ACTUAL  VALUE  for  only  $7! 
Mail  $7  check  to: 
mm  FUNDLINE,  DEPT  F 
■  22208  Cass  Avenue,  P.O.  Box  663 
™  Woodland  Hills,  CA  91365 
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Now  is  the  time  for  borrowers  to  wrii 
through  the  long-term  financing  windoti 
before  it  slams  shut  again. 

MUDDLING 
THROUGH 


By  Ashby  Bladen 


The  good  news  is  that  the  sharp  rise 
of  manufacturers'  new  orders  in  De- 
cember and  January  makes  it  clear 
that  the  recession  has  bottomed  out 
and  the  economy  is  expanding 
again.  Barring  accidents,  the  expan- 
sion is  likely  to  be  prolonged  and 
the  rate  of  price  increases  is  likely 
to  be  surprisingly  modest.  So  for  a 
while  it  will  probably  look  as  if  ev- 
erything is  coming  up  roses. 

However,  there  is  bad  news,  too. 
The  smooth  surface  of  financial  de- 
velopments is  bound  to  be  tempo- 
rary because  it  hides  a  violent  clash 
of  opposing  tides.  The  opportunity 
we  once  had  to  deliberately  push 
the  outcome  in  the  direction  that 
would  support  steady  long-run  eco- 
nomic growth  has  now  passed  us  by. 
Cynics  will  say  that  I  was  naive  to 
expect  politicians  and  bureaucrats 
to  do  anything  that  is  right  in  the 
long  run  but  painful  in  the  short 
run.  Perhaps  they  are  right.  If  so,  the 
tight  money  policy  that  made  this 
the  most  severe  of  postwar  reces- 
sions accomplished  nothing  of  last- 
ing value. 

An  accelerating  expansion  of  do- 
mestic credit  is  once  again  launch- 
ing us  into  the  expansion-inflation 
phase  of  the  stop-go  pattern  that  we 
have  been  locked  into  for  the  last 


Ashby  Bladen  is  senior  rice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


two  decades.  But  this  time  the  e: 
pansion  will  take  place  in  the  co\ 
text  of  an  overindebted  and  defl. 
tionary  international  financial  sy 
tem.  For  a  while  we  can  pump  oi 
the  credit  at  home  without  seeir 
the  price  indexes  go  through  th 
roof.  That  is  because  the  inflation 
ary  impact  will  be  offset  by  the  pric 
cutting  of  overextended  countrie 
that  have  to  sell  their  products  fd 
whatever  they  will  bring  in  order 
avoid  defaulting  on  their  debts.  Th 
collapse  of  the  OPEC  cartel  is  jus 
the  most  spectacular  example 
that  process. 

The  basic  problem  that  our  polit 
cal  leaders  have  now  decisive! 
ducked  is  that,  after  20  years  of  ac 
celerating  inflation,  savers  are  n 
longer  willing  to  tie  up  their  mone 
for  long  periods  of  time.  So  the  fi 
nancial  institutions  that  have  liqui 
liabilities  to  savers  have  becom 
unwilling  to  make  long-term  loan; 
Under  the  circumstances,  long 
term  loans  expose  the  lenders  to  th 
risk  of  being  squeezed  between  i 
liquid  and  unsalable  assets  on  th 
one  hand,  and  massive  withdrawal 
of  their  liabilities  on  the  other. 

The  drying  up  of  long-term  credi 
means  that  productive  investment 
with  long  lives  are  possible  only  i 
the  investors  are  willing  to  take 
big  refinancing  risk.  Financing  ol 
fice  buildings  and  factories  witl 
five-year  "bullet"  loans  is  an  e>4 
tremely  risky  thing  to  do.  Howevei 
during  this  expansion,  that  is  th 
way  it  is  going  to  have  to  be.  Th 
result  can  only  be  that  relativel' 
few  such  productive  investment 
will  be  made.  That's  bad  news  fo 
our  future  standard  of  living. 

Won't  the  slowing  of  inflatioi 
help  restore  the  willingness  of  sav 
ers  and  lending  institutions  to  pro 
vide  long-term  financing?  I  don' 
think  so.  That  could  only  have  beei 
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Ine  by  a  decisive  crisis  that  scared 
;erybody  back  into  lasting  p  na- 
nce with  respect  to  borrowing 
id  spending  and  convinced  credi- 
ts that  inflation  is  dead  for  the 
!reseeable  future.  That  is  essential- 
I  what  happened  in  1920,  and  it 
3ke  the  back  of  the  post-World 
jar  I  inflation  quickly  and  effec- 
rely.  The  only  serious  criticism 
at  can  be  made  of  fiscal  and  mone- 
ry  policy  in  1920  is  that  it  should 
ve  been  done  sooner. 
The  Fed  gave  up  too  soon  on  the 
unch  in  1966,  and  it  accomplished 
ithing  in  the  long  run.  Since  that 
perience  I  have  consistently  rec- 
nmended  that  it  do  the  job  once 
d  for  all  so  that  financial  types 
ce  myself  can  get  on  with  the  ba- 
:  job  of  financing  a  healthy  and 
oductive  economy.  Last  year  it 
ould  have  been  politically  possi- 
e  to  deliberately  let  the  crunch 
intinue  until  it  scared  everybody 
iff,  because  the  worsening  eco- 
)mic  outlook  arguably  constituted 
:risis,  but  now  it  is  too  late.  Politi- 
1  democracies  are  good  at  re- 
onding  to  present  crises,  but  they 
e  not  good  at  foreseeing  future 
oblems  and  then  taking  painful 
eps  to  forestall  them.  As  long  as 
^employment  is  falling  and  prices 
not  rising  fast,  nobody  is  going 
rock  the  boat  just  because  pro- 
active investment  also  is  not  ris- 
g  very  much.  If  we  have  any  luck, 
e  expansion  and  price  stability 
ill  last  right  through  1984.  That 
ill  mean  the  presidential  election 
that  year  will  not  turn  into  the 
ferendum  on  financial  policy  that 
triad  hoped. 

i  This  clash  of  opposing  forces 
iiakes  a  complicated  and  confusing 
i.cture,  but  one  practical  conclu- 
jon  stands  out  sharp  and  clear.  I 

ave  pointed  out  before  that  nobody 
jjys  bonds  for  the  income  any- 
more, but  they  do  buy  them  for  cap- 
'al  gains  when  they  think  that  the 
bd  will  push  interest  rates  down  to 
bmbat  recession.  For  that  reason 
pme  financial  institutions  are  still 
:  illing  to  make  long-term  loans  to- 

ay.  That  creates  a  "window"  for 
jmg-term  borrowers.  But  as  soon  as 
're  reality  of  the  recovery  is  gener- 
jlly  accepted,  that  window  will 
i  am  shut.  If  you  have  some  financ- 
:ig  of  long-lived  assets  to  do,  I  urge 
iou  to  wriggle  through  the  window 

'hile  it  is  still  open.  ■ 
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Earn  HighTak-FreeYieids 
With  Safety  Of  Prlncid\l 


For  those  in  higher  tax  brackets, 
the  T.  Rowe  Price  Tax-Exempt  Money 
Fund  can  be  especially  rewarding.  Its 
high  current  yield  is  free  from  Federal 
Income  Tax. 

And  you  enjoy  these  important 
money  market  fund  advantages: 

•  Constant  share  value. 

•  Daily  liquidity. 

•  Free  checkwriting 
over  $500. 

•  No  penalty  for  early 
withdrawal. 

•  Free  exchange  with 
other  T.  Rowe  Price 
Funds. 


•  Minimum  initial  investment  of  only 
$2,000. 

•  No  sales  charge. 

Call  Now 
For  Today's  High  Yield 
TOLL  FREE  1-800-638-5660. 
In  Maryland  1-800-492-1976 
In  Baltimore  547-2308 


The  Rind's  principal  is  not 
insured,  and  its  yield  will 
fluctuate  as  market  conditions 
change.  Income  may  be  sub- 
ject to  state  and  local  taxes. 


T  Rowe  Price 

T  Rowe  Price  Marketing,  Inc.  Dept.  A57 
100  E.  Pratt  St.,  Baltimore,  MD  21202 
Please  send  me  a  prospectus  on  your  Tax-Exempt 
Money  Fund  with  more  complete  information, 
including  management  fee  and  other  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest. 

Name  


~l 


Address. 
City  


State. 


.Zip. 


IRS  TAX  TIPS 


On  Accuracy 


When  filing  your  tax  return  you 
can  help  yourself  to  a  faster 
refund  and  save  time  and 
effort  by: 

OB  Attaching  your  W-2s  from 
all  your  employers, 

H  Attaching  all  supporting 
documents  and  schedules, 

WKR  Using  the  pre-addressed 
label  and  coded  envelope  (and 
if  you  pay  a  preparer  have  him 


or  her  use  your  label  and 
envelope), 

IH  Checking  your  math, 

■■  Signing  the  return  (you 
and  your  spouse  must  both 
sign  if  married  and  filing 
jointly). 


A  public  service  message  from  the  Internal  Revenue  Service 
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New  Jersey  Bell   

New  York  Bell   

New  York  City  Municipal  Assistance  Corp 

New  Yorker   

Non-Linear  Systems   

Occidental  Petroleum   

Orbit 


Osborne  Computer   

Pacific  Express  

Peat,  Marwick,  Mitchell  &  Co. 

Pennzoil   

Pima  Savings  &  Loan  

Plateau  Holdings   

Platte  River  Power  Authority  .. 

Procter  &  Gamble   
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Quaker  State  Oil  Refining   
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Standard  Havens   

Standard  of  Indiana   

Standard  Oil  of  Ohio  

Tetra  Pak  (Swedenl   

Texaco '  

Texas  Municipal  Power  Agency 

Topps  Chewing  Gum   

Tosco   

Toys  'R'  Us   

TRW  


UAL   

UDS|U.K.)  

Unilever  (U.K.)   

United  Family  Lite  Insurance 

United  Press  IntI   

Waste  Management   

Western  American  Mortgage 

Wm.  Wrigley  Jr  

Xerox  


Do  you  know  anybody 
who  is  somebody  in  busine* 
who  does  not  read 
Forbes  Magazine? 


Rwrbes: 

Capitalist  Tool 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


'The  more  things  change.  . . ." 
terns  from  past  issues  of  Forbes 


cty  years  ago  in  Forbes 

m  the  issue  of  March  31,  1923) 
he  only  fear  that  may  be  held  now 
jiat  business  will  go  ahead  too  rap- 
,  and  prices  will  go  up,'  declares 
;  President  Coolidge.  'This  is  a 
urbing  factor  but  is  not  likely  to 
pen  at  present.  Politics  have  ad- 
rned  and  the  country  now  turns 
ctly  to  business.  Everywhere  I  go  I 
ice  that  affairs  are  encouraging  and 
ry  prospect  is  for  good  business, 
ployment  is  plentiful  and  there  is 
ch  building  going  on.  The  call  for 
ic  materials  is  large  and  prices 
m  to  be  fair.'  " 


substantial  and  lasting  revival  of 

nestic  prosperity  in  the  U.S.,  in  the 
nion  of  Oscar  W.  Underwood,  U.S. 
ator  from  Alabama,  will  not  be 
sible  as  long  as  our  present  high 
tective  [tariff]  laws  remain  in 
e.  'Time  has  taught  us,'  says  Sena- 
Underwood,  'that  a  creditor  nation 
not  exclude  the  merchandise  of 
er  countries  without  destroying 
foreign  market  for  the  product  of 
own  people's  labor.  It  may  live 
m  its  own  fat  for  a  time,  but  in  the 
I  it  will  become  a  hermit  nation 
die  of  dry  rot.'  " 

:  never  fails  to  amaze  how  men  on 
iosite  sides  of  a  major  public  issue, 
illustrated  by  the  two  items  just 
ive,  can  both  be  right — and  at  the 
le  time  significantly  wrong.  Soon- 
be-President  Coolidge  was  certain- 
.ight  in  observing  that  the  nation 
fl  turned  from  politics  "strictly  to 
iness,"  and  that  the  inflationary 
Nice  hikes  so  feared  by  Editor  B.C. 
bes  were  "not  likely  at  present." 
ibama  Senator  Underwood  was 
3  profoundly  right  in  suspecting 


A  1923  cartoon  reflects  an  exuberant  era 

that  laws  like  the  Fordney- 
McCumber  Tariff  Act  of  1922  would 
eventually  destroy  the  foreign  mar- 
kets where  U.S.  agriculture  sold  its 
surplus — which  indeed  happened  as 
soon  as  American  loans  to  foreign  na- 
tions tapered  off  in  the  late  Twenties. 

But  Senator  Underwood  notwith- 
standing, the  long  American  attempt 
at  isolation  did  not  end  with  a  whim- 
per but  with  a  pair  of  bangs — the  com- 
ing of  the  Great  Depression  at  home 
and,  abroad,  the  first  tremors  of  World 
War  II  as  marked  by  Adolf  Hitler's  rise 
to  power  in  Germany. 

"The  Texas  Co.  announced  an  ad- 
vance of  25  cents  a  barrel  in  the 
price  of  Gulf  Coast  crude  oil  to 
$1.75  a  barrel." 

"Declaring  that  the  federal  income 

tax  is  'fast  making  inroads  on  the  sur- 
plus considered  vital  for  our  econom- 


1923  Willys-Knight's  engine,  said  the  ad,  got  20  mpg,  actually  improved  with  use 


ic  progress,'  and  that  it  'spells  a  lower 
standard  of  living  for  the  American 
people,'  the  National  Industrial  Con- 
ference Board  says  that  taxation  is  'on 
the  verge  of  becoming  more  or  less 
unbearable.'  " 


Fifty  years  ago 

(April  1,  1933) 

"  'How  long  can  he  keep  it  up?'  is  a 

question  that  is  being  asked,  not  only 
by  an  astonished  and  admiring  public 
but  by  old-time  politicians,  as  Presi- 
dent Roosevelt  continues  to  perform 
what  veteran  Washington  correspon- 
dents have  been  calling  'miracles.' 
Mr.  Roosevelt  may  have  been  asking 
himself  the  same  question,  for,  evi- 
dently believing  in  the  old  saw  about 
striking  while  the  iron  is  hot,  he  has 
ordered  Congress  to  stay  in  session 
until  all  the  major  measures  in  his 
comprehensive  'new  deal'  program 
have  been  acted  upon." 

"April  6:  Midnight.  Beer.  Beer  returns 
from  exile  with  a  13-year  accumula- 
tion of  new  ideas,  new  processes,  new 
methods  which  sound  strange  to  the 
brewer  of  pre- Volstead  1920.  'Vita- 
minized' beer.  Radio  advertising, 
with  the  slant  probably  based  on  'the 
good  old  days.'  Shell-thin  glass  beer 
mugs,  much  lighter  than  the  old  glass 
steins.  Tank  cars  and  motor  trucks  in 
place  of  massive,  Percheron-drawn 
wagons.  .  .  . 

"Will  beer  pass  from  brewer  to  pub- 
lic in  ways  hallowed  by  tradition  and 
sentiment,  or  will  new  channels  of 
distribution  be  created?  The  answer 
depends  chiefly  on  state  regulations. 
But  if  present  plans  go  through,  it  is 
likely  that  most  beer  will  be  sold  in 
bottles,  where  13  years  ago  most  of  it 
was  sold  on  draught.  .  .  .  Still  an  unre- 
solved puzzle  is  the  probable  effect  on 
soda  fountains." 


Twenty-five  years  ago 

(April  1,  1958) 

"Cuba's  sugar  paradox — prices  have 
been  dropping  in  the  face  of  a  threat- 
ened sugar  shortage — results  from 
the  alarmed  growers'  rush  to  the 
markets  to  sell  their  cane  [and]  avoid 
its  destruction  by  the  rebel  forces  of 
Fidel  Castro.  In  addition,  insurance 
underwriters  have  been  increasingly 
unwilling  to  write  sugar-shipment 
policies.  That  has  increased  even  fur- 
ther the  producers'  desire  to  unload 
their  goods." 


<BES,  MARCH  28,  1983 


219 


Stature  comes  not  with 
height,  but  with  depth. 
Benjamin  Lichtenberg 


Success  or  failure  in  business 
is  caused  more  by  mental  attitude 
even  than  by  mental  capacities. 
Walter  Dill  Scott 


Keep  plugging  steadily 
away  until  luck  turns. 
Theodore  Roosevelt 


A  fault  which  humbles 
a  man  is  of  more  use  to 
him  than  a  good  action 
which  puffs  him  up. 
Woodrow  Wilson 


A  man  who  isn't  his  own  worst 
critic  is  his  own  worst  enemy. 
Frank  Tyger 


Admiration  for  the  self  is  so 
consuming  a  passion  that  little 
may  be  left  over  for  others. 
James  Thorpe 


Applause  is  the 
beginning  of  abuse. 
Japanese  Proverb 


Do  you  wish  people  to  speak 
well  of  you?  Then  do  not 
speak  at  all  of  yourself. 
Blaise  Pascal 


A  person  is  never  happy  except 
at  the  price  of  some  ignorance. 
Anatole  France 


Nobody  has  occasion  for  pride 
but  the  poor;  everywhere  else 
it  is  a  sign  of  folly. 
Thomas  Gray 


Humility  is  to  make  a  right 

estimate  of  one's  self. 
C.'arles  Haddon  Spurgeon 


Thoughts 

on  the  Business  of  Life 


When  we  are  young — and  some 
of  us  never  get  over  it — we 
are  apt  to  think  that  applause, 
conspiciiousness  and  fame 
constitute  success.  But  they 
are  only  the  trappings,  the 
trimmings.  Success  itself  is 
the  work,  the  achievement  that 
evokes  these  manifestations. 
The  man  or  woman  who  values 
the  applause  more  than  the 
effort  necessary  to  elicit  it 
is  not  apt  to  be  deafened — at 
least  not  for  any  length  of 
time.  Concentrate  on  your 
work  and  the  applause  will 
take  care  of  itself. 
B.C.  Forbes 


O  popular  applause!  What  heart 
of  man  is  proof  against  thy 
sweet,  seductive  charms! 
William  Cowper 


Silence  is  the  most 
perfect  expression  of  scorn. 
George  Bernard  Shaw 


He  who  seeks  only  for  applause 
from  without  has  all  his 
happiness  in  another's  keeping. 
Oliver  Goldsmith 


Spring  rides  no  horses 
down  the  hill,  but  comes 
on  foot,  a  goose  girl  still. 
And  all  the  loveliest  things 
there  be  come  simply  so, 
it  seems  to  me. 
Edna  St.  Vincent  Millay 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Men  seldom  flatter  without 
a  purpose;  and  they  who  listen 
to  such  music  may  expect  to 
pay  the  piper. 
Aesop 


Praise  is  often 
better  than  a  raise. 
Robert  Half 


It  is  as  great  a  spite  to 
be  praised  in  the  wrong  place, 
and  by  the  wrong  person,  as 
can  be  done  to  a  noble  nature. 
Ben  Jonson 


Praise  undeserved  is 
satire  in  disguise. 
Henry  Broadhurst 


Praise  has  different  effects, 
according  to  the  mind  it  meets 
with;  it  makes  a  wise  man  modesi 
but  a  fool  more  arrogant. 
Owen  Feltham 


A  Text . . . 

When  thou  art  in  tribulation, 
and  all  these  things  come 
upon  thee,  even  in  the  latter 
days,  if  thou  turn  to  the 
Lord,  thy  God,  and  shalt 
be  obedient  unto  his  voice; 
he  will  not  forsake  thee. 
Deuteronomy  4:30,  31 


Sent  in  by  Mrs.  Eric  Rogers,  lonesboro,  Arlj 
What's  your  favorite  text?  The  Forbes  Scraf 
book  of  Thoughts  on  the  Business  of  Life  : 
presented  to  senders  of  texts  used. 


Try  not  to  become  a  man 
of  success  but  rather  try 
•to  become  a  man  of  value. 
Albert  Einstein 


Men  find  it  more  easy 
to  flatter  than  to  praise. 
Jean  Paul  Richter 
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AMERICAN  TECHNOLOGY, 
EUROPEAN  SOPHISTICATION,  WORLD  CLASS. 


The  new  Pontiac  6000  is  an  American  road 
car  designed  for  the  world's  most  discrimi- 
nating drivers. 

Its  advanced  suspension  system,  which  in- 
cludes front-wheel  drive,  MacPherson  front 
struts  and  power  rack  and  pinion  steering, 
provides  impressive  handling.  Its  2,5  liter 
4-cylinder  engine,  with  the  excitement  of 
Electronic  Fuel  Injection,  delivers  responsive 


performance.  And  its  sophisticated,  five- 
passenger  interior  and  stylish  wedge  shape 
have  an  appeal  that's  universal. 

Take  the  wheel  of  a  Pontiac  6000,  sedan 
or  coupe,  and  experience  this  exciting  com- 
bination of  American  technology  .  

and  European  sophistication.  pM 

Some  Pontiac!  are  equipped  with  engines  produced  UJVI 
Py  other  GM  divisions,  subsidiaries,  or  affi  rated  com-  — 
ponies  worldwide.  See  your  Pontiac  dealer  for  details.  L_ ___ 


PONTIAC  f  WE  BUILD  EXCITEMENT 


A  LI.S.  CORPORATION  LOOKED  TO  I 
FOR  FIXED-RATE  FINANCIN 
WE  LOOKED  BEYOND  THE 

it* 


Pi 


